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Unified Patent Court (UPC) Update:
December 19, 2018 communiqué by the UPC

Preparatory Committee

Markus Nolff∗

O
n December 19, 2018, the Preparatory Committee of the Unified Patent
Court published a brief end-of-year communiqué stating that it will
await the outcome of the complaint pending before the German Con-

stitutional Court before moving into the next phase of provisional application
of the UPCA, but that technical and operational preparations for the Unified
Patent Court will continue. The communiqué is silent about Brexit or when a
decision from the German Constitutional Court can be expected.

A positive interference may be drawn from the fact that the technical and
operational preparations for the Unified Patent Court will continue and that a
provisional application of the UPCA is still being contemplated by the Prepara-
tory Committee. Whether this is justified optimism or just the swan song of the
Preparatory Committee before the final demise will have to be seen.

∗{Ed. Note: This update supplements Markus Nolff, Unitary Patents & Unified Patent Court: The Start of a new
Epoch in the European Patent System? 100 J. Pat. & Trademark Off. Soc’y 546 (2018).}

Markus Nolff is registered before the United States Patent and Trademark Office and is admitted before the
Florida Bar. The Author is also the host and author of the website http://patentsusptoepo.com/ comparing
and contrasting, inter alia, articles, rules, guidelines/instructions, and their application and interpretation at the
USPTO and EPO, and courts, respectively.

The Author appreciates any errors, oversight, omissions, or a lack of clarity being bought to his attention, or
any other recommendations/suggestions. The author can be contacted via e-mail at MarkusNolff@gmail.com.

The author would like to thank the Max Planck Institute for Innovation and Competition for providing a work-
ing place and making available their research library. The author would also like to thank Roy Marsh, Hoffmann
Eitle, for being a helpful sounding board, and sharing of his insightful understanding of European, British, and
German patent law.

Background information regarding PCT, TRIPS, and their respective provisions can be found in the mono-
graph ”TRIPS, PCT and Global Patent Procurement” (ISBN 90-411-9740-0), written by the author and published
by KLUWER LAW INTERNATIONAL. A revised edition tentatively titled ”Global Patent Procurement in the
age of Trade Agreements: The ongoing process of moving towards a global patent system” is expected to be
published by KLUWER LAW INTERNATIONAL in 2019.

100 J. Pat. & Trademark Off. Soc’y 571(2019)
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PTAB Practice Tips on Oral Arguments

James A. Worth∗

PTAB oral arguments provide an opportunity for parties to highlight select
points from their written briefs and to answer questions from the panel hearing
the case. Failing to answer questions from the panel is one of the quickest ways
to lose credibility with the panel. This article sets forth certain considerations
and practice tips for counsel appearing for arguments before the PTAB.

In particular, this article suggests that counsel refrain from relying on evi-
dence not already of record or new theories of a case, that counsel prepare for
a wide range of questions based on the record, and with respect to AIA hear-
ings, that counsel may wish to take a flexible approach towards the use of slide
presentations and exhibits. This article will address each suggestion in turn,
and review some of the animating considerations.

I. New evidence and argument is not permitted at a
hearing

Arguments that have not been made previously cannot be made at a trial hear-
ing. St. Jude Medical, Cardiology Division, Inc. v. The Board of Regents of the
University of Michigan, Case IPR2013-00041, slip op. at 2–3 (PTAB Jan. 27, 2014)
(Paper 65). Similarly, according to the rules governing ex parte appeals, appel-
lants may only rely at oral argument “on Evidence that has been previously
entered and considered by the primary examiner and present argument that
has been relied upon in the brief or reply brief.” See 37 C.F.R. § 41.47(e)(1).
There is, however, an exception. “Upon a showing of good cause, appellant
and/or the primary examiner may rely on a new argument based upon a re-
cent relevant decision of either the Board or a Federal Court.” Id. § 41.47(e)(2).
For example, good cause may exist if there is a bona fide change in the law,
and counsel should be prepared to discuss whether any recent developments
impact the case at hand.

∗James A. Worth is an Administrative Patent Judge at the Patent Trial and Appeal Board (PTAB) of the
USPTO. This article is part of a series of articles sponsored by the PTAB to provide updates and practice tips to
the public.

100 J. Pat. & Trademark Off. Soc’y 572(2019)
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If a party has retained new counsel, or if the counsel at oral argument is oth-
erwise different than the counsel that submitted the briefing (e.g., a partner or
associate), this in and of itself does not justify counsel to go beyond thematerial
briefed or take a different tack at oral argument. Accordingly, it is important
for counsel to make their arguments during the period of written briefing.

A panelmight ask counsel to refer the panel to the placewhere an argument
has been made in the briefing. Because new evidence and argument is not
permitted at an oral hearing, counsel should be prepared to point to evidence
already of record when answering questions. Furthermore, the panel at the
oral hearing will be thinking about the decision to be entered, and it will be
helpful for counsel to be ready with citations to the record for this reason—the
panel will refer to the evidence in its written decision. Additionally, the panel
will be aware that an argument is only as good as the evidence and reasoning
behind it, and will want to evaluate the evidence itself. See, e.g., Dickinson v.
Zurko, 119 S. Ct. 1816 (1999) (decisions in ex parte appeals are reviewed for
substantial evidence); Belden Inc. v. Berk-Tek LLC, 805 F.3d 1064, 1073 (Fed. Cir.
2015) (decisions in AIA trial proceeding reviewed for substantial evidence).

II. Counsel should be prepared for a wide range of
questions

PTAB judges prepare diligently for oral arguments and may seek to follow up
on a variety of points in the record. The panel could become interested in a
question that even goes beyond the application or patent, such as a question
regarding the nature of the real party in interest.

Further, there are special considerations in the context of ex parte appeals
that may give rise to a wide range of questions. In an ex parte appeal, even
if the Board agrees with an appellant, the Board may issue a new ground of
rejection with respect to the application under consideration. See 37 C.F.R. §
41.50(b).1 For example, a panel might reverse a rejection based on anticipation
and then proceed to issue a new ground of rejection based on obviousness.
Or a panel reviewing an application on appeal might issue a new ground of
rejection on a different basis, such as a new ground of rejection based on lack
of written description support for the claimed subject matter under 35 U.S.C. §
112. Accordingly, counsel appearing for argument need to be familiar with the
Specification and all aspects of the application in order to prepare for questions
at oral argument that may go beyond the immediate rejection by the Examiner.

As well, the panel is likely to be most interested in the weakest parts of
counsel’s position because those are the points on which the outcome of the
casemay turn. Counsel are advised to be prepared to explainwhy the apparent
weakness does not change the legal conclusion that they urge to be drawn in
their favor.

1An appellant will also have further opportunities to respond to a new ground of rejection. See id.
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III. Counsel may wish to consider taking a flexible
approach towards the use of slide presentations and
exhibits

In many circumstances, exhibits can be a helpful adjunct to oral argument, but
they are by no means required. It has become customary for counsel in AIA
trials to prepare demonstrative exhibits, which are permitted by rule in such
proceedings. See 37 C.F.R. § 42.70(b) (“Demonstrative exhibits must be served
at least seven business days before the oral argument and filed no later than the
time of the oral argument.”).2 The rules for ex parte appeals do not contain a
specific provision for demonstratives; counsel in appeals may refer to exhibits
in written materials of record, e.g., figures.

When selecting the type of demonstrative to use during an oral hearing,
counsel should bear inmind that some judgesmay be appearing remotely from
other physical locations. Counsel therefore should make sure demonstratives
are visible and available to all judges on the panel. Demonstratives displayed
on an easel or via projector may not be visible to judges participating remotely
by video.

Demonstratives can be helpful to point out the spatial relationship of com-
ponents in a diagram. Further, demonstratives can be useful to focus atten-
tion on the particular wording of a claim for construction, of a Specification
for written description support and enablement, of a reference for anticipation
or obviousness, or even of a law, regulation, or other legal document for in-
terpretation. Such slides can aid discussion by allowing the panel to view the
relevant evidence or text at the time of the discussion. In general, Board judges
have a copy of the record on hand during a hearing, but the use of prepared
slides, e.g., in AIA proceedings, can eliminate wasted time in which all con-
cerned would have to locate the page or passage under discussion. At the end
of the day, the use of exhibits can elevate the level of discussion, and allow the
judges to “see for themselves.”

However, once counsel have prepared slides for a trial, counsel might then
have a desire to cover each and every slide they have prepared during the hear-
ing; and to do so in the order in which slides occur in a prepared slide deck.
There are several reasons why counsel should not need to attempt to cover ev-
ery slide and do so in order: (a) exhibits at oral hearings are generally demon-
strative in nature; (b) the panel will have already received the exhibits prior to
the hearing; (c) the judges may have questions that do not follow the order of
the slide presentation; and (d) counsel will often have to prioritize arguments
at an oral hearing based on the limited time available.

2Counsel must specifically request audio-visual equipment from the hearing staff in advance of a hearing, per
the terms of the hearing order, if they intend to conduct a slide presentation.
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A. Exhibits at oral hearings are demonstrative in nature

According to rules governing AIA trials, substantive evidence consists of “affi-
davits, transcripts of depositions, documents, and things” and should be filed
in the form of an exhibit. See 37 C.F.R. § 42.63(a). Substantive evidence is sub-
mitted during the course of a proceeding prior to the oral hearing. As set forth
above, demonstrative exhibits are permitted at oral argument in AIA trials.
See 37 C.F.R. § 42.70. However, demonstrative exhibits are not treated as sub-
stantive evidence. Demonstrative exhibits at oral argument “cannot be used
to advance arguments or introduce evidence not previously presented in the
record.” Trial Practice Guide Update (August 2018) (“TPG Update”) at 21 (cit-
ing Dell Inc. v. Acceleron, LLC, 884 F.3d 1364, 1369 (Fed. Cir. 2018) (noting that
the “Board was obligated to dismiss [the petitioner’s] untimely argument . . .
raised for the first time during oral argument”).”

As stated in the Trial Practice Guide, “[d]emonstrative exhibits used at the
final hearing are aids to oral argument and not evidence.” TPG Update at 21.
Demonstratives are not an opportunity for additional briefing either. See St.
Jude Medical, Cardiology Division, Inc. v. The Board of Regents of the University of
Michigan, Case IPR2013-00041, slip op. at 2–3 (PTAB Jan. 27, 2014) (Paper 65).3

Therefore, there is no need for counsel to cover every slide in a prepared
presentation. If the slide relates to material that is already in evidence and
that has already been briefed, then there is no need to cover it. Conversely, if
the slide relates to material not yet in evidence or that has not been briefed, it
cannot be introduced for the first time at oral hearing.

It is perfectly reasonable for counsel to focus on several important points,
and to rest on their briefs for others. See TPG Update at 21 (“The most effective
demonstrative exhibits tend to be a few presentation slides . . . .”). For pur-
poses of the transcript, counsel are advised to explain aloud for the record the
exhibit and the parts of the exhibit to which they are pointing.

B. The panel will have already received the exhibits prior to the hearing

Thepanel hearing oral argumentwill typically already be familiarwith the sub-
ject matter in the demonstratives aswell as the demonstratives themselves. The
rules governing AIA trials require parties to file demonstrative exhibits in ad-
vance of the oral hearing, see 37 C.F.R. § 42.70(b), and most panels issue a hear-
ing order that requires such exhibits to be filed several days in advance.4 PTAB
judges diligently prepare for oral hearings, studying the briefs, the record, and
the demonstrative exhibits before the hearings. This is an additional reason
why it is not necessary for counsel to cover every slide at an oral hearing. Nev-
ertheless, even if counsel do not reach a slide, counsel may receive the panel’s

3Demonstratives “should be clearly marked as such.” TPG Update at 21.
4E.g., St. Jude Medical, Cardiology Division, Inc. v. The Board of Regents of the University of Michigan, Case

IPR2013-00041, slip op. at 2 (PTAB Jan. 15, 2014) (Paper 57). A panel will also typically set separate time pe-
riods in which parties must serve the demonstrative exhibits on each other, object to any matter, confer regarding
such objections, and if necessary file their objectionswith the Board. See also 37C.F.R. § 42.70(b) (requiring service
of demonstratives seven days in advance).
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attention to the filed demonstrative during the panel’s preparation for oral ar-
gument.5

Of course, gaining the attention of the panel can cut both ways. A demon-
strative slide can spur questions as well as make a point.

C. The PTAB judges may have questions that do not follow the order of
the slide presentation

Although counsel may prepare their presentation in a particular order, the
panel will often have questions about the material being presented (or about
someothermaterial in the record) that does not follow the order of the prepared
presentation. It is not uncommon for counsel to state an intent to reach the ma-
terial in question later in the presentation, i.e., in order to follow the order of the
prepared presentation and address certain points in a certain order. That being
said, counselmay verywell wish to go ahead to thematerial in question so as to
address the panel’s concern and to make sure that counsel are able to do so be-
fore the time runs out. See Oral Advocacy before the Patent Trial and Appeal Board,
at 1, https://www.uspto.gov/sites/default/files/ip/boards/bpai/oral_ad-
vocacy_before_the_ptab_20140620.pdf (hereinafter, “Oral Advocacy”) (“While
your prepared presentation undoubtedly focuses on the points that you find
most important, those may not be the areas of greatest concern for the judges.
Be prepared to deviate from your prepared presentation to answer the ques-
tions asked by the panel.”). Oftentimes, the panel will ask a question because
the panel believes the matter is important to the resolution of the case. Thus,
counsel should embrace questions from the panel as an opportunity to explain
why the issue favors, or at least is not harmful, to counsel’s position. Andwhen
referring to demonstratives during an oral hearing to answer questions, coun-
sel should refer to the specific slide number to make it easier for the panel,
especially those judges participating remotely through video, to follow the ar-
gument.

D. Counsel will often have to prioritize arguments at an oral hearing
based on time

It may simply not be possible to cover each and every slide in a long
slide presentation, e.g., a slide deck with 60 slides. It may therefore be
preferable for counsel to decide in advance what they believe to be the
most important issues in the case and to focus the presentation accord-
ingly. As the Trial Practice Guide states: “The Board has found that elabo-
rate demonstrative exhibits are more likely to impede than help an oral ar-
gument. The most effective demonstrative exhibits tend to be a few pre-
sentation slides . . . .” TPG Update at 21. See also Oral Advocacy,

5Judge Linn has pointed out at a forum on practice tips sponsored by the Federal Circuit Bar Association
for attorneys practicing before the Federal Circuit that attorneys may submit a visual aid for a Federal Circuit
argument for the reason that the visual aid may garner the attention of the Federal Circuit panel at the time the
appellate panel is preparing for argument. See Federal Circuit Rule 34(c).
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at 1–2, https://www.uspto.gov/sites/default/files/ip/boards/bpai/oral_ad-
vocacy_before_the_ptab_20140620.pdf (“Begin the conversation with the criti-
cal issues, not extensive background information. . . . Do not avoid the difficult
issues.”).

Further, counsel should avoid arguments about the process that led to the
appeal or trial proceeding. For example, in an appeal froman adverse examiner
decision, the panel is aware that prosecution is not always easy or straightfor-
ward. The remedy for perceived prosecution errors, such as premature final
rejections, improper restrictions, or refusal by the examiner to follow proper
procedure, is by way of petition to the Director, and not by appeal to the Board.

Sometimes the casewill bewon or lost on the independent claim limitations
that are common to all claims, and that is where counsel will devote the bulk of
their time. Other times, the oral argument may be a good opportunity to call
attention to special issues regarding dependent claims—if and only if those
issues have already been briefed.

According to a new procedure set forth in the Trial Practice Guide Update,
partiesmay request a pre-hearing conference to inquire as towhether the panel
is interested in hearing argument on particular issues. See TPG Update at 19
(“The purpose of the pre-hearing conference is to afford the parties the oppor-
tunity to preview (but not argue) the issues to be discussed at the oral hearing,
and to seek the Board’s guidance as to particular issues that the panel would
like addressed by the parties.”). The pre-hearing conference may thus help
parties in identifying issues that require additional attention.

Conclusion
Counsel may wish to focus on what they believe are the important issues.
Counsel should be prepared to answer questions and provide pertinent cita-
tions to the record in support of their assertions. Exhibits may be best when
they display a key piece of substantive evidence, that it is already of record, for
purposes of discussion. Demonstratives can be helpful to the discussion at oral
argument in AIA trials, but counsel would be well-advised to be flexible in the
manner in which they display slide presentations.
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Warning! Patent Agent Privilege Ends
Abruptly

Matthew M. Welch∗

Contents
I. INTRODUCTION 579

II. PATENT PRACTITIONERS 580
A. Registered Patent Practitioners . . . . . . . . . . . . . . . . 580
B. Patent Attorneys . . . . . . . . . . . . . . . . . . . . . . . . . 581
C. Patent Agents . . . . . . . . . . . . . . . . . . . . . . . . . . 581

III. ATTORNEY-CLIENT PRIVILEGE 582
A. Formulations of Attorney-Client Privilege . . . . . . . . . . 582

1. F.R.E. 501 . . . . . . . . . . . . . . . . . . . . . . . . . 583
2. Wigmore’s Formulation . . . . . . . . . . . . . . . . . . 583
3. United Shoe Formulation . . . . . . . . . . . . . . . . . 583
4. Proposed F.R.E. 503 . . . . . . . . . . . . . . . . . . . . 584
5. Restatement (Third) of the Law Governing Lawyers . . . 584

B. History of Patent Practitioner Privilege Laws . . . . . . . . 585
1. Pre-Sperry v. Florida . . . . . . . . . . . . . . . . . . 585
2. Post-Sperry v. Florida . . . . . . . . . . . . . . . . . . 586

C. Modern Patent Agent Privilege . . . . . . . . . . . . . . . . 588
1. Federal Law . . . . . . . . . . . . . . . . . . . . . . . . 588
2. State Law . . . . . . . . . . . . . . . . . . . . . . . . . 592

IV. THE PATENT AGENT PRIVILEGE PROBLEM 593
A. Federal Patent Agent Privilege Problems . . . . . . . . . . . 593

1. Overly Vague . . . . . . . . . . . . . . . . . . . . . . . 593
∗Registered Patent Agent #75,429; J.D. Candidate, 2019, Wake Forest University School of Law; B.S. Mechan-

ical Engineering, 2015, Clemson University.

100 J. Pat. & Trademark Off. Soc’y 578(2019)



VOL 100, NO 4 Welch 579

2. Too Limited . . . . . . . . . . . . . . . . . . . . . . . . 594
B. State Patent Agent Privilege Problems . . . . . . . . . . . . 595

1. Incongruent with Federal Standard . . . . . . . . . . . . 595
2. Fundamentally Unfair . . . . . . . . . . . . . . . . . . 596
3. Incentivizes Forum Shopping . . . . . . . . . . . . . . . 597

V. THE SOLUTION 597
A. Federal Law . . . . . . . . . . . . . . . . . . . . . . . . . . . 598
B. State Law . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 598

VI. CONCLUSION 598

I. INTRODUCTION

Say I have lost all faith in patents, judges, and everything related to
patents.
–Thomas Edison1

Thomas Edison andmany of the innovators following in his footsteps have been
disgruntled and discouraged by United States patent law. However, patent-
intensive industries promote innovation, increase the GDP, and create millions
of jobs.2 Patent law is vital to the continued prominence of America as a world
power, and, to continue that prominence, patent law must adapt to current
times. As a start, it must begin providing solutions to a number of problems
plaguing the patent realm. One of the most outstanding problems currently
running course through patent law is the dynamic between the attorney-client
privilege and patent agents. The problem is two-fold. First, some courts have
extended the privilege to patent agents, but theway they are treating this privi-
lege is insufficient. Second, other courts are not recognizing the privilegewhat-
soever.

Attorney-client privilege is a pillar of the legal system that is entrenched
throughout the United States. This privilege was instituted to allow full and
frank discussions between clients and their attorneys. The purpose behind this
was to allow attorneys to fully represent their clients based on all available facts.
However, attorneys are not the only players in the field of patent law. In fact,
one fourth of all patent practitioners are non-attorneys.3 These individuals are
patent agents.

Patent agents are a relatively new byproduct of the twentieth century. But,
because patent agents were not around when the attorney-client privilege was
instituted, they have been deniedmany of the rights of their fellow patent prac-
titioners. It is not the patent agents that suffer because of it. Instead, members

1Joel Shurkin, Engines of the Mind: The Evolution of the Computer from Mainframes to Microprocessors
281 (1996).

2Justin Antonipillai et al., Intellectual Property and the U.S. Economy: 2016 Update, U.S. Patent and Trademark
Office, at ii (last visitedNov. 28, 2017), https://www.uspto.gov/sites/default/files/documents/IPandtheUSEc-
onomySept2016.pdf.

3Patent practitioner roster, https://oedci.uspto.gov/OEDCI/practitionerRoster.jsp.
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of the general public who hire firms to assist them in procuring a patent for
a novel invention are the ones who suffer. Unbeknownst to many inventors,
their communicationswith a patent agent, agents whowork hand in handwith
patent attorneys, are not privileged under many circumstances. When the in-
ventors do find out about this loophole, it often costs them dearly in court.

Thus, the goal of this paper is to provide an overview of attorney-client
privilege and its extension (or lack thereof) to patent agent privilege, analyze
the inherent problems in current patent agent privilege laws at both the federal
and state level, and provide solutions to these problems. To this end, Section II
introduces the important players in patent law. Section III provides a history of
attorney-client privilege and its extension to patent agent privilege. Section IV
highlights the problems in current patent agent privilege laws at the federal and
state level. And lastly, Section V provides solutions to the problems residing
within these attorney-client, patent agent privilege dynamics.

II. PATENT PRACTITIONERS

The first step to solving the problem surrounding privilege for patent agents
is understanding the problem, and to do this, one must first understand the
different players in the patent game. The twomost important players are patent
agents and patent attorneys. However, many people throw around the words
“IP attorney” and “patent practitioner” interchangeably when in fact they are
really referring to a patent attorney or a patent agent. Thus, Section II will
define these terms so that the roles of each individual player can be analyzed.

A. Registered Patent Practitioners

A patent practitioner is an individual who is registered to practice before the
United States Patent and Trademark Office (“PTO”).4 To become a patent prac-
titioner, an individual must meet several requirements and pass a certification
examination.5 The requirements, outside of personal fitness, are educational
in nature.6 Mainly, the individual must have a bachelor’s degree in a recog-
nized engineering or science discipline, or the individual must have passed a
certain number of hours of science and engineering courses.7 Once an aspiring
patent agent has satisfied the educational requirements, that individual may
apply to take the registration examination (“patent bar”).8 The patent bar con-
sists of 100 multiple-choice questions and is split into two three-hour sessions,
with each session having 50 multiple-choice questions.9 If an applicant passes

4Stewart Walsh, What is a USPTO Registered Practitioner?, Simple Patents (Aug. 2, 2011), http://www.sim-
plepatents.com/general-information/what-is-a-uspto-registered-practitioner/.

5Id.
6General Requirements Bulletin for Admission to the Examination for Registration to Practice in Patent Cases before

the United States Patent and Trademark Office, United States Patent and Trademark Office: Office of Enrollment
and Discipline (OED), Feb. 2018, at 4–5.

7Id.
8Id. at 20.
9Id.
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the examination, the applicant is given a registration number and can practice
before the PTO. Since there is no requirement for a juris doctorate degree, a
patent practitioner does not have to be a lawyer.10 Thus, the term patent prac-
titioner actually encompasses two distinct groups: attorneys who have passed
the patent bar (“patent attorneys”) and non-attorneys who have passed the
patent bar (“patent agents”).11 While the roles of patent attorneys and agents
differ, the PTO views them as one in the same for prosecution matters.12

However, the term “intellectual property attorney” (or rather, “IP attor-
ney”) is not as easily defined. While this individual must be an attorney, in
some cases this individual may not be registered to practice before the PTO.13
Furthermore, most IP attorneys work in multiple intellectual property disci-
plines.14 For the purpose of this paper, only patent attorneys and patent agents
will be discussed.

B. Patent Attorneys

As defined previously, patent attorneys are attorneys that are registered to
practice before the PTO. In addition to representing clients before the PTO dur-
ing patent prosecution, patent attorneys can also engage in other forms of legal
representation, such as representing clients in the courtroom and helping draft
licensing and contractual agreements.15 Thus, a patent attorney is a specialized
attorney who not only can practice in the same manner as all other attorneys
but also who can represent clients before the PTO during the prosecution of a
patent.16

C. Patent Agents

Like their patent attorney counterparts, patent agents also can represent clients
before the PTO during the prosecution of a patent.17 The prosecution phase
encompasses all the pre-filing and post-filing work associated with a patent
application and ends when the patent application is granted. However, unlike
patent attorneys, patent agents cannot perform any other legal work.18 They
cannot represent clients on litigation matters, even if the litigation involves a
patent they helpedprosecute.19 Furthermore, they cannot assist in the licensing
of any patent.20 Thus, the role of the patent agent, while indispensable, is very
limited.21

10Walsh, supra note 5.
11Id.
12Id.
13Mary Bellis, Intellectual Property Lawyers–Protecting New Ideas, ThoughCo. (Feb. 12, 2018),

https://www.thoughtco.com/definition-intellectual-property-lawyers-1991513.
14Id.
15Walsh, supra note 5.
16Id.
1737 C.F.R. 11.6(b) (2005).
18Walsh, supra note 5.
19Id.
20Id.
21Id.
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Nonetheless, patent agents are a crucial player in the patent game because
they are the backbone of patent prosecution. Damon Kali, a registered patent
attorney, has described patent agents as “the workhorses of this industry . .
.” who “. . . really know their stuff and [who are] great at what they do.”22
This is why many law firms hire patent agents to draft patent applications:
these agents have expertise in a specific area of technology.23 Law firms also
hire patent agents because it costs less for the clients since the billing rates for
most patent agents is significantly less than patent attorneys.24 Consequently,
the expertise of patent agents, coupled with their reduced billing rates, makes
them an attractive option for many firms and clients. However, one potentially
fatal drawback, discussed later in this paper, is that communications between
a patent agent and a client may not be privileged.

III. ATTORNEY-CLIENT PRIVILEGE

Attorney-client privilege is one of the oldest common law doctrines in Ameri-
can jurisprudence.25 The purpose of attorney-client privilege is to “encourage
full and frank communication between attorneys and their clients.”26 Common
lawhas recognized that the bestmethod to ensure full communication between
an attorney and his or her client is to privilege the communications so that the
information cannot later be used against the client in litigation proceedings.27
Even the Supreme Court has said that privilege ”is founded upon the necessity,
in the interest and administration of justice, of the aid of persons having knowl-
edge of the law and skilled in its practice, which assistance can only be safely
and readily availed of when free from the consequences or the apprehension
of disclosure.”28However, this privilege only extends to those communications
between an attorney and client that are necessary to provide legal advice.29
Thus, this Section will analyze how courts have defined attorney-client privi-
lege in general and then will delve into attorney-client privilege as it relates to
patent practitioners.

A. Formulations of Attorney-Client Privilege

Even though attorney-client privilege is one of the oldest common law doc-
trines, it has not been statutorily implemented. Thus, courts and commentators
have posited many definitions, and while they are substantially similar, subtle
differences persist.

22Stephen Key, Should You Hire a Patent Agent Instead of a Patent Attorney?, Inc. (Oct. 26, 2016),
https://www.inc.com/stephen-key/should-you-hire-a-patent-agent-instead-of-a-patent-attorney.html.

23Id.
24Id.
25Upjohn Co. v. United States, 449 U.S. 383, 389 (1981).
26Id.
27See id.
28Hunt v. Blackburn, 128 U.S. 464, 470 (1888).
29See Fisher v. United States, 425 U.S. 391, 403 (1976).
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1. F.R.E. 501

The Federal Rules of Evidence, which are followed by all federal courts, do
not expressly define attorney-client privilege.30 Instead, it only says that the
common law governs privilege unless the United States Constitution, a federal
statute, or the Supreme Court provides otherwise.31 Thus, to understand the
scope of attorney-client privilege, the common law definitions that courts use
must be analyzed.

2. Wigmore’s Formulation

One of the oldest articulations of attorney-client privilegewas set forth byDean
Wigmore in his Evidence treaty. Wigmore put forth the definition of privilege
as follows:

Where legal advice of any kind is sought (2) from a professional le-
gal adviser in his capacity as such, (3) the communications relating
to that purpose, (4) made in confidence (5) by the client, (6) are at
his instance permanently protected (7) from disclosure by himself
or by the legal adviser, (8) except the protection be waived.32

Wigmore’s definition has been adopted by numerous federal Circuit Courts
including: the First,33 Second,34 Sixth,35 Seventh,36 Eighth,37 and Ninth.38

3. United Shoe Formulation

A more modern definition is that set forth by the District Court of Mas-
sachusetts in United States v. United Shoe Machinery Corporation. In the opinion,
the court stated that privilege only applied when:

(1) the asserted holder of the privilege is or sought to become a
client; (2) the person to whom the communication was made (a)
is a member of the bar of a court, or his subordinate and (b) in con-
nection with this communication is acting as a lawyer; (3) the com-
munication relates to a fact of which the attorney was informed (a)
by his client (b) without the presence of strangers (c) for the pur-
pose of securing primarily either (i) an opinion on law or (ii) legal
services or (iii) assistance in some legal proceeding, and not (d) for
the purpose of committing a crime or tort; and (4) the privilege has
been (a) claimed and (b) not waived by the client.39

30See Fed. R. Evid. 501.
31Id.
32See United States v. Evans, 113 F.3d 1457, 1461 (7th Cir. 1997) (quoting Wigmore definition).
33See, e.g., Cavallaro v. United States, 284 F.3d 236, 245 (1st Cir. 2002).
34See, e.g., In re Richard Roe, Inc., 68 F.3d 38, 39–40 (2d Cir. 1995).
35See, e.g., Reed v. Baxter, 134 F.3d 351, 355-56 (6th Cir. 1998).
36See, e.g., United States v. Evans, 113 F.3d 1457, 1461 (7th Cir. 1997).
37See, e.g., Hanes v. Dormire, 240 F.3d 694, 717 (8th Cir. 2001).
38See, e.g., United States v. Martin, 278 F.3d 988, 999 (9th Cir. 2002).
39United States v. United Shoe Mach. Corp., 89 F. Supp. 357, 358–59 (D. Mass. 1950).
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This formulation expands upon Wigmore’s definition in that privilege does
not apply to legal advisors who are not a member of a bar. This formulation
has been used by federal appellate courts from the Third,40 Fourth,41 Fifth,42
Eleventh,43 and District of Columbia44 Circuits.

4. Proposed F.R.E. 503

In the 1970s, proposed Federal Rule of Evidence 503 specifically defined nine
types of privilege,45 including attorney-client privilege. The general rule stated
that:

A client has a privilege to refuse to disclose and to prevent any other
person from disclosing confidential communications made for the
purpose of facilitating the rendition of professional legal services to
the client, (1) between himself or his representative and his lawyer
or his lawyer’s representative, or (2) between his lawyer and the
lawyer’s representative, or (3) by him or his lawyer to a lawyer rep-
resenting another in a matter of common interest, or (4) between
representatives of the client or between the client and a representa-
tive of the client, or (5) between lawyers representing the client.46

In comparison to Wigmore and United Shoe, this definition recognized that
attorney-client privilege protects communications from the lawyer to the client.
More importantly, it expressly defined a lawyer as a person who is autho-
rized to practice law anywhere.47 While proposed rule 503 was rejected by
Congress48 in favor of the current Federal Rule of Evidence 50149 and its more
general definition of privilege, many courts have cited to the proposed rule,
including both the Fourth50 and Eighth51 Circuits.

5. Restatement (Third) of the Law Governing Lawyers

Another formulation of the attorney-client privilege that courts have cited to is
the Third Restatement of the law governing lawyers.52 Section 68 defines the
scope of attorney-client privilege as “(1) a communication (2) made between
privileged persons (3) in confidence (4) for the purpose of obtaining or provid-
ing legal assistance for the client.”53 While this is more general than the other

40See, e.g., Rhone-Poulenc Rorer Inc. v. Home Indem. Co., 32 F.3d 851, 862 (3d Cir. 1994).
41See, e.g., In re Grand Jury Subpoena, 341 F.3d 331, 335 (4th Cir. 2003).
42See, e.g., United States v. Robinson, 121 F.3d 971, 974 (5th Cir. 1997).
43See, e.g., In re Grand Jury (G.J. No. 87-03-A), 845 F.2d 896, 897 (11th Cir. 1988).
44See, e.g., In re Lindsey, 158 F.3d 1263, 1270 (D.C. Cir. 1998).
45See Trammel v. United States, 445 U.S. 40, 53 (1980).
46Rule 503 Lawyer-Client Privilege (Not enacted), Harvard Law, http://www.law.harvard.edu/publica-

tions/evidenceiii/rules/503_proposed.htm.
47Id.
48See Trammel v. United States, 445 U.S. 40, 53 (1980).
49Fed. R. Evid. 501.
50See, e.g., United States v. (Under Seal), 748 F.2d 871, 874 n.5 (4th Cir. 1984).
51See, e.g., In re Grand Jury Subpoena Duces Tecum, 112 F.3d 910, 915 (8th Cir. 1997)
52Restatement (Third) of the Law Governing Lawyers (2000).
53Id. § 68.
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formulations, the Court of Appeals for the Second Circuit54 and the Southern
District of New York55 have both cited to this restatement.

B. History of Patent Practitioner Privilege Laws

The attorney-client privilege, as it relates to patent practitioners, is an area of
concern for many law firms and clients. This is because most law firms that
have a patent prosecution practice employ patent agents to assist in the patent
drafting phase. While the attorney-client privilege is protected when a client is
communicating with a patent attorney, that privilege may be lost if the client
communicates with a patent agent. Thus, to fully understand the patent agent
privilege problem, this Section will discuss the attorney-client privilege as it
relates to both patent attorneys and patent agents.

1. Pre-Sperry v. Florida

Originally, communications between a client and a patent attorney or agent
were not protected under the attorney-client privilege exemption.56 The au-
thor of the United Shoe opinion specifically stated that the communications of
clients who worked with patent practitioners were not subject to the attorney-
client privilege.57 The basis of this opinion was that patent prosecution was
more scientific than legal in nature. The opinion even expressly said that patent
agents could not have attorney-client privilege because “[t]hey are mere solic-
itors of patents who fall outside the privilege.”58

Similarly, in Zenith Radio Corp. v. Radio Corp. of America,59 the court held
that patent practitioners were not subject to attorney-client privilege. The court
said that patent attorneys were not functioning as lawyers because they were
giving advice on patent prosecution matters, rather than “engaging in legal
activities.”60 However, all courts did not share this sentiment.

In Ellis-Foster Co. v. Union Carbide & Carbon Corp.,61 a New Jersey Dis-
trict Court case, the court held that the attorney-client privilege existed when
a patent attorney communicated with a client. The court stated:

I find myself unable to agree with the implied contention that be-
cause an attorney happens to be engaged in the field of patents, in
which field nonattorneys are authorized to practice, he is ipso facto
deprived of his status as a lawyer in every activity in which he op-
erates so long as patent prosecution is involved. There is enough
confusion, sometimes thrice confounded, resulting from deroga-
tion from the functions of attorneys, and trespass on their proper

54See United States v. Constr. Prods. Research, Inc., 73 F.3d 464, 473 (2d Cir. 1996).
55See Bristol-Myers Squibb Co. v. Rhone-Poulenc Rorer, Inc., 188 F.R.D. 189, 199 (S.D.N.Y. 1999).
56See United States v. United Shoe Mach. Corp., 89 F. Supp. 357, 360–61 (D. Mass. 1950).
57Id.
58Id. at 360.
59121 F. Supp. 792 (D. Del. 1954).
60Id. at 794.
61159 F. Supp. 917 (D.N.J. 1958).
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sphere of activity.62

Thanks to the help of the Supreme Court, this trend of recognizing attorney-
client privilege, at least for patent attorneys, would continue.

In 1963, the Supreme Court heard the case of Sperry v. Florida.63 In this case,
the Supreme Court held that the patent practice is included within the scope
of the practice of law. The opinion said:

the preparation and prosecution of patent applications for others
constitutes the practice of law. Such conduct inevitably requires the
practitioner to consider and advise his clients as to the patentabil-
ity of their inventions under the statutory criteria . . . as well as to
consider the advisability of relying upon alternative forms of pro-
tection which may be available under statute law.64

While this case did not directly answer the question of whether attorney-client
privilege included patent attorneys, it paved the way for future courts to rec-
ognize this specific extension of the privilege.

In 1977, a Delaware District Court stated in Hercules Inc. v. Exxon Corp.,65
“Courts have consistently held that confidential communications between at-
torney and client for the purpose of securing legal advice concerning prepara-
tion or prosecution of a patent application are protected, whether the attorney
is employed as outside counsel, house counsel, or as a member of a Patent De-
partment.”66 While today it iswell settled that communications between patent
attorneys and clients are protected by attorney-client privilege,67 it is unclear
the extent of protections afforded communications between patent agents and
clients.

2. Post-Sperry v. Florida

After the Supreme Court recognized that patent prosecution was considered a
practice of the law, communications between patent attorneys and clients be-
came privileged. However, there was a district court split on whether com-
munications between patent agents and clients were privileged,68 even though

62Id. at 920.
63373 U.S. 379 (1963).
64Id. at 383.
65434 F. Supp. 136, 147 (D. Del. 1977).
66Id.
67See McCook Metals L.L.C. v. Alcoa Inc., 192 F.R.D. 242, 248-51 (N.D. Ill. 2000)
68Compare, e.g., Buyer’s Direct Inc. v. Belk, Inc., No. SACV 12-00370-DOC, 2012 U.S. Dist. LEXIS 57543, 2012

WL 1416639, at *3 (C.D. Cal. Apr. 24, 2012) (recognizing patent-agent privilege); Polyvision Corp. v. Smart
Techs. Inc., No. 1:03-cv-476, 2006 U.S. Dist. LEXIS 12688, 2006 WL 581037, at *2 (W.D. Mich. Mar. 7, 2006)
(same); Mold Masters Ltd. v. Husky Injection Molding Sys., Ltd., No. 01 C 1576, 2001 U.S. Dist. LEXIS 17094,
2001 WL 1268587, at *4-*5 (N.D. Ill. Nov. 15, 2001) (same); Dow Chem. Co. v. Atl. Richfield Co., No. 83-cv-3763,
1985 U.S. Dist. LEXIS 20480, 1985 WL 71991, at *5 (E.D. Mich. Apr. 23, 1985) (same); In re Ampicillin Antitrust
Litig., 81 F.R.D. 377, 383-84, 391-94 (D.D.C. 1978) (same); Vernitron Med. Prods., Inc. v. Baxter Labs., Inc., No.
616-73, 1975 U.S. Dist. LEXIS 12613, 1975 WL 21161, at *1-*2 (D.N.J. Apr. 29, 1975) (same), with Prowess, Inc. v.
Raysearch Labs. AB, No. WDQ-11-1357, 2013 U.S. Dist. LEXIS 14433, 2013 WL 247531, at *5 (D. Md. Jan. 18,
2013) (declining to recognize patent-agent privilege); Park v. Cas Enters., Inc., No. 08-cv-0385, 2009 U.S. Dist.
LEXIS 100148, 2009 WL 3565293, at *3 (S.D. Cal. Oct. 27, 2009) (same); In re Rivastigmine Patent Litig., 237 F.R.D.
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patent agents perform the same work as patent attorneys during patent prose-
cution.

One of the first cases to address the patent agent privilege issue arose in 1966
after the Supreme Court case of Sperry v. Florida.69 In Joh. A. Benckiser G.m.b.H.,
Chemishe Fabrik v. Hygrade Food Products Corp.70 the New Jersey District Court
was faced with determining whether communications between a patent agent
and client during patent prosecution were protected by attorney-client privi-
lege. The court recognized that patent agents were acting as a lawyer when
helping clients during the patent prosecution phase.71 Nevertheless, the court
held that, because patent agents were not bar members of any court, attorney-
client privilege did not apply.72 The court bolstered this proposition by stat-
ing that attorney-client privilege did not apply to “non-attorney practitioners
who engage in administrative representation short of actual litigation in the
courts.”73 However, this logic was incongruent with other courts, like the Eight
Circuit. In Schwimmer v. United States, the Eight Circuit specifically held that
the attorney-client privilege exists “whether the matter is one of consultation
or of litigation.”74

As time progressed, more federal courts began to recognize a patent agent
privilege, but the scope of this privilege was widely debated. Some courts only
recognized patent agent privilege when a patent agent was acting as an imme-
diate subordinate of an attorney. This was the case in Congoleum Industries, Inc.
v. GAF Corp.,75 in the Eastern District of Pennsylvania. In this case, a patent
agent was employed by an attorney who was outside counsel for the defen-
dant.76 Because the patent agent was employed by an attorney, the court held
that attorney-client privilege existed since the agent was an “immediate sub-
ordinate” of the attorney.77 Other courts propounded upon this definition of
patent agent privilege and extended the privilege to independent patent agents
who contract with patent attorneys,78 as well as to patent agents who work in
corporate legal offices under the supervision of an attorney.79

Another group of modern cases recognized patent agent privilege, not be-
cause a patent agent was a subordinate of an attorney, but rather, because of the
function of the patent agent. In Vernitron Med. Prods. v. Baxter Labs., Inc., the
court held that a patent agent privilege existed because patent agents were au-

69, 102 (S.D.N.Y. 2006) (same); Agfa Corp. v. Creo Prods., No. Civ. A. 00-10836-GAO, 2002 U.S. Dist. LEXIS
14269, 2002 WL 1787534, at *3 (D. Mass. Aug. 1, 2002) (same); and Sneider v. Kimberly-Clark Corp., 91 F.R.D. 1,
5 (N.D. Ill. 1980) (same).

69373 U.S. 379 (1963).
70253 F. Supp. 999 (D.N.J. 1966).
71Id. at 1001.
72Id. at 1002.
73Id.
74232 F.2d 855 (8th Cir. 1956).
7549 F.R.D. 82 (E.D. Pa. 1969), aff’d, 478 F.2d 1398 (3d Cir. 1973).
76Id. at 84.
77Id.
78Cargill, Inc. v. Sears Petroleum & Transp. Corp., No. 5:03-CV-0530 (DEP), 2003 U.S. Dist. LEXIS 27543, at *6

(N.D.N.Y. Sept. 17, 2003).
79Hercules, Inc. v. Exxon Corp., 434 F. Supp. 136, 146–47 (D. Del. 1977).
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thorized to practice patent law.80 Similarly, the court in In re Ampicillin Antitrust
Litigation81 held that because patent agents and attorneys stood on equal foot-
ing before the PTO, the attorney-client privilege must extend equally to both.82
Nevertheless, no matter the reasoning behind courts acknowledging a patent
agent privilege, this privilege was very limited: it only protected communica-
tions involving patent prosecution.83

C. Modern Patent Agent Privilege

While patent agent privilege has been an issue faced by courts for decades,
during the past two years a number of monumental actions regarding patent
agent privilege have occurred. First, in the spring of 2016, the Federal Circuit
formally recognized patent agent privilege.84 Second, in December 2017, 37
C.F.R. 42.57 took effect.85 This regulation provides formal recognition of patent
agent privilege inmatters before the PTO. And, third, on February 23, 2018, the
Supreme Court of Texas formally recognized patent agent privilege, making
Texas the first state to do so.86

1. Federal Law

As was highlighted in the previous Section, patent agent privilege was ac-
knowledged by many federal courts around the country in the modern era.
However, the problem was that the definition of this privilege was nonuni-
form throughout the circuits. This all changed in the spring of 2016 when the
Federal Circuit, the preeminent federal appellate court for patentmatters,87 for-
mally defined the scope of patent agent privilege. While the Federal Circuit’s
determination on the scope of patent agent privilege was long overdue, it left
many questions unanswered and has opened the door to a floodgate of poten-
tial problems which will be discussed in Section IV.

The most important patent agent privilege case that has been decided to
date is the case of In re Queen’s University which was heard by the Federal
Circuit.88 This case involved a patent infringement suit that was initiated by
Queen’s University against Samsung.89 Queen’s University was the assignee
of three patents that dealt with attentive user interfaces.90 These attentive user
interfaces allowed devices to change their behavior based on the attentiveness,

80No. Civil 616-73, 1975 U.S. Dist. LEXIS 12613, at *5–6 (D.N.J. Apr. 29, 1975).
8181 F.R.D. 377 (D.D.C. 1978).
82Id. at 393.
83See Vernitron Med. Prods., Inc. v. Baxter Labs., Inc., 186 U.S.P.Q. (BNA) 324, 325–26 (D.N.J. 1975); see also In

re Ampicillin Antitrust Litig., 81 F.R.D. 377, 393–94 (D.D.C. 1978); see also Dow Chem. Co. v. Atl. Richfield Co.,
227 U.S.P.Q. (BNA) 129, 133–134 (E.D. Mich. 1985).

84In re Queen’s Univ., 820 F.3d 1287 (Fed. Cir. 2016).
8537 C.F.R. 42.57 (2017).
86In re Andrew Silver, No. 16-0682, 2018 Tex. LEXIS 171 (Feb. 23, 2018).
8728 U.S.C. 1295(a) (2012).
88In re Queen’s Univ., 820 F.3d 1287 (Fed. Cir. 2016).
89Id. at 1289–90.
90Id. at 1289.
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or lack thereof, of users.91 For example, when a cell phone user is watching a
video and looks away, the attentive user interface can pause the video by reg-
istering that the user’s eyes are no longer locked on the device.92 Queen’s Uni-
versity believed that Samsung incorporated this technology into its devices and
was infringing on Queen’s patents.93 During the discovery phase of the case,
Queen’s University was asked to produce certain documents.94 Queen’s Uni-
versity refused, arguing that the communications were protected by attorney-
client privilege.95 The issue was whether the communications, which were
made between Queen’s University and its patent agents during the prosecu-
tion of the allegedly infringed patents, were protected by the attorney-client
privilege.96 Samsung argued that no patent agent privilege existed and moved
the court to compel production of the documents.97 After a hearing, the judge
granted Samsung’s request and held that “communications between Queen’s
University employees and their non-attorney patent agents [were] not subject to
the attorney-client privilege and that a separate patent-agent privilege does not
exist.”98 Queen’s University filed an objection which was overruled.99 How-
ever, the court agreed to stay the production request pending a petition for
writ of mandamus.100 The Federal Circuit then stepped in to rule on the patent
agent privilege question.

In the Federal Circuit opinion, the court first declared that it had the au-
thority to decide the case because the Federal Circuit has exclusive appellate
jurisdiction for matters involving substantive patent law questions.101 Further-
more, the court concluded that its law appliedwhen decidingwhat documents
were discoverable in a patent case that related to issues of validity and infringe-
ment.102 After declaring that it had the necessary authority to hear the case, the
court then delved into the patent agent privilege question.

First, the Federal Circuit noted that the question of patent agent privilege
was one of first impression and that the district courts were split on this is-
sue.103 After going through an analysis of the relevant evidence rules and
cases104, the court held that a limited patent agent privilege existed because
“the unique roles of patent agents, the congressional recognition of their au-
thority to act, the Supreme Court’s characterization of their activities as the
practice of law, and the current realities of patent litigation counsel in favor
of recognizing an independent patent-agent privilege.”105 After recognizing

91Id. at 1290.
92Id.
93Id. at 1290.
94Id.
95Id.
96Id.
97Id.
98Id.
99Id.
100Id.
101Id. at 1291.
102Id.
103Id. at 1292.
104Id. at 1294–1301.
105Id. at 1295.
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a limited patent agent privilege, the court then held that the communications
between Queen’s University and its patent agents were protected by the patent
agent privilege.106 However, the court did not stop there. Because this was a
case of first impression, the court went on to define the scope of patent agent
privilege.107

In defining the scope of patent agent privilege, the court made sure that the
privilege was a limited one stating that “the rules of privilege to communica-
tions between non-attorney patent agents and their clients must be carefully
construed.”108 The exact standard used by the Federal Circuit regarding the
scope of patent agent privilege was that the communications must be “within
the scope of activities” that Congress authorized patent agents to perform.109
In particular, the court used 37 C.F.R. § 11.5(b)(1) to describe what the “scope
of activities” entailed.

Practice before the Office in patent matters includes, but is not lim-
ited to, preparing and prosecuting any patent application, consult-
ing with or giving advice to a client in contemplation of filing a
patent application or other document with the Office, drafting the
specification or claims of a patent application; drafting an amend-
ment or reply to a communication from the Office that may require
written argument to establish the patentability of a claimed inven-
tion; drafting a reply to a communication from the Office regarding
a patent application; and drafting a communication for a public use,
interference, reexamination proceeding, petition, appeal to or any
other proceeding before the Patent Trial andAppeal Board, or other
proceeding.110

After setting forth the scope of activities, the court then highlighted that the
burden of showing whether or not communications are protected by patent
agent privilege rests on the party asserting that right.111 However, the majority
opinion was not without opposition.

The dissenting opinion had one dominant theme: there should be no patent
agent privilege.112 The two main points of the dissent were that “the public in-
terestwill not be served” and “that there is no real need” for a patent agent priv-
ilege.113 One argument put forth for why “there is no real need” is that PTO
regulations already impose a duty on patent practitioners and clients to dis-
close all information that is material to patentability to the PTO during patent
prosecution.114

This theory, however, lacks substantive merit. 37 C.F.R. § 1.56 does require
patent practitioners and their clients to disclose all information which may be
106Id.
107Id. at 1301.
108Id. at 1301.
109Id.
11037 C.F.R. § 11.5(b)(1) (2018).
111820 F.3d at 1301.
112Id. at 1302–03.
113Id. at 1303.
114Id. at 1304.
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material to patentability to the PTO.115 This includes information that may bar
patentability such as prior sales, prior public uses, or similar prior art.116 But,
this duty does not include informing the PTOof a patent strategy, informing the
PTO of the reasoning behind the intended scope of the claims, informing the
PTO of the reasoning behind amendments, informing the PTO of the reasoning
for restriction elections, or informing the PTOof a decision to obtain patent pro-
tection rather than trade secret protection.117 In the face of these discrepancies,
the dissent argued that communications between a client and patent agent re-
garding these important business decisions, which are not subject to the PTO
duty to disclose mandate, should not be privileged. The implementation of
such a theory could prove disastrous for clients who have shared proprietary
business information with their patent agent because opposing parties in fu-
ture litigation cases could access this confidential information.

Another interesting point posited in the dissent is that “[o]nly a few cases
have arisen . . . involving the issue of an agent-client privilege,” and therefore
there is no need to create this privilege.118 While the Supreme Court has yet
to define a minimum quota of cases that must be met in order for a court to
address an issue, this paper has already referenced a number of patent agent
privilege cases. In addition, the Federal Circuit recognized a district court split
over the patent agent privilege issue in this case.119 Accordingly, there must
have been enough cases for the district courts to disagree over this issue. More-
over, a court should not be compelled based on the number of cases that arise
from a particular issue to perform its constitutional duty in interpreting the
law.

Another reason put forth in the dissent for not recognizing patent agent
privilege is that a patent agent privilege would be complicated.120 However,
jurisprudence is complicated. This complication is why attorneys must attend
law school and pass state bar examinations. If it was easy, anyone could be a
lawyer. Furthermore, courts face difficult challenges every day. Thus, the asser-
tion that courts should not do a particular act because it might be complicated,
while a valid consideration, should not be dispositive of whether or not to act.

After the Federal Circuit ruled on this case, the PTO also began taking ac-
tions to recognize patent agent privilege. This was done through the codifica-
tion of regulations. In particular, 37 C.F.R. 57, titled “Privilege for Patent Prac-
titioners,” was passed into law on December 7, 2017. This regulation formally
recognized patent agent privilege in all matters before the PTO. The scope of
the privilege is defined as all matters that are “reasonably necessary and inci-
dent to the scope of the practitioner’s authority.”121 With the Federal Circuit
and PTO formally recognizing patent agent privilege, the burden of the patent
agent privilege problem then fell to the state courts—a burden that no state
11537 C.F.R. § 1.56 (2018).
116Id.
117See id.
118820 F.3d at 1305.
119Id. at 1292.
120Id. at 1305–06.
12137 C.F.R. 57 (2017).
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court wanted to rule on. That is, until February 23, 2018.

2. State Law

The courts promulgate attorney-client privilege.122 Thus, when determining
whether a particular communication is privileged, courts must apply the con-
trolling common law definition of privilege. After the In re Queen’s University
case, federal common law for patent agent privilege was uniform throughout
the circuits. However, the federal common law definition of patent agent priv-
ilege does not apply to state law claims, even in cases that are heard in federal
courts.123 This means that state patent agent privilege laws are equally im-
portant. The problem is that, before February 23, 2018, no state had expressly
recognized patent agent privilege.124 Moreover, some states, like Texas, had
expressly denied extending attorney-client privilege to patent agents.125

While many states have yet to decide the patent agent privilege problem,
it is still an important state law issue. The reason why many states have yet
to decide the issue is bifurcated. First, the Federal Circuit only recently recog-
nized a patent agent privilege, so many states have not yet faced this issue. Sec-
ond, most claims involving patents are the exclusive jurisdiction of the federal
courts. Only non-substantive patent law issues can be decided in state courts.
But, as more contract and licensing disputes arise involving patents, states will
be forced to decide this issue, like the Texas court below.

Shortly after the Federal Circuit’s decision to recognize patent agent priv-
ilege, a Texas court faced the same issue in the case of In re Andrew Silver.126
This case revolved around “a contract dispute related to the invention, patent-
ing, and commercialization” of a device that allowed restaurant patrons to play
games and pay bills on portable devices.127 The inventor objected to produc-
ing more than 300 e-mails between himself and his patent agent, claiming the
patent agent privilege applied.128 The court declined to extend the attorney-
client privilege to patent agents, even after expressly recognizing the recent
Federal Circuit case of In re Queen’s University.129 The reasoning espoused by
the Texas court was that federal law was not controlling in a state law case,
and since the case did not involve validity or infringement claims, state law
governed.130

However, on February 23, 2018, the Supreme Court of Texas overruled the
lower court, holding that there is a patent agent privilege.131 The court rea-
soned that a patent agent privilegewas consistent with Texas Rules of Evidence
122See Fed. R. Evid. 501.
123See In reQueen’sUniv., 820 F.3d 1287, 1294 (Fed. Cir. 2016) (saying that “state law governs privilege regarding

a claim or defense for which state law supplies the rule of decision”).
124Id. at 1311–12.
125In re Andrew Silver, 500 S.W.3d 644, 646–47 (Tex. App. 2016).
126Id.
127Id. at 645.
128Id. at 645–46.
129Id. at 646–47.
130Id.
131In re Andrew Silver, No. 16-0682, 2018 Tex. LEXIS 171, at *4–5 (Feb. 23, 2018).
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503.132 Furthermore, the court said that recognizing patent agent privilege is
not the creation of a new privilege but instead is just an application of attorney-
client privilege to communications between clients and patent agents.133 This
is a landmark state law case because after the Supreme Court of Texas ruled on
the case, Texas became the first state to formally recognize patent agent privi-
lege: hopefully starting a trend which will continue among the states.

The following Section will analyze the implications of recent trends at both
the state and federal level regarding patent agent privilege. From there, possi-
ble solutions to the problem will be discussed.

IV. THE PATENT AGENT PRIVILEGE PROBLEM

As described in previous Sections, there were many different formulations for
patent agent privilege before the Federal Circuit ruling. While the Federal Cir-
cuit has helped unite the district courts by providing a framework for future
cases, there are still many problems inherent in the decision. Coupled with
this, almost all states have failed to recognize, and in some cases outright de-
nied, the existence of a patent agent privilege. This leaves patent owners today
without a clear understanding of their rights in court because the federal law
is vague and most state law is unknown.

A. Federal Patent Agent Privilege Problems

The Federal Circuit’s decision in In re Queen’s University was a vital step in pro-
tecting patent agent privilege. However, like many initial steps, it was not a
perfect solution to the problem. Even after this ruling, the scope of patent agent
privilege is uncertain. It is also too narrow. Moreover, the overall lack of states
recognizing patent agent privilege has led to an incongruence between federal
and state lawwhich is fundamentally unfair and incentivizes forum shopping.

1. Overly Vague

The Federal Circuit realized the need to protect communications between
clients and patent agents, however the Federal Circuit had never expressly rec-
ognized a patent agent privilege before In re Queen’s University.134 Thus, when
defining the scope of the privilege, the Federal Circuit likely made the defini-
tion of patent agent privilege vague on purpose. This was done to give lower
courts leeway for future cases regarding the scope of the privilege. The basic
test given by the federal circuit is that the party claiming the privilege must
prove that the patent agent was working “within the scope of activities autho-
rized by Congress.”135 The only guidance on what the scope of activities are is
37 C.F.R. § 11.5(b)(1). But, there are two problemswith this guidance. First, not
132Id. at 18–19.
133Id. at 4–5.
134In re Queen’s Univ., 820 F.3d 1287 (Fed. Cir. 2016).
135Id. at 1301.
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all the duties of a patent agent are expressly included in this definition. Second,
the definition itself is vague.

37 C.F.R. § 11.5(b)(1) says that patent agents can perform all patent prose-
cution tasks.136 However, this regulation does not state whether a patent agent
canperformother jobs such as helping a clientmake business decisions onwhat
inventions to patent.137 While helping a client determine the patentability of an
invention is definitely covered by the regulation, an experienced patent agent
whoknows the ins and outs of a particular industrymaybeworking outside the
regulation if he gives business advice on whether to patent a particular inven-
tion. This could be disastrous for the client if a court determines that the patent
agent was working outside the scope of activities authorized by Congress. It
would mean that all the communications regarding important business deci-
sions are not privileged. Consequently, opposing parties in future litigation
with the client would be able to access the confidential business information
since it is not protected. Furthermore, it is unclear whether a patent agent can
advise a client on the patentability or potential infringement of devices that are
not owned by the client. If a patent agent were to advise a client on this matter
and an infringement suit later occurred, the client would be at a serious dis-
advantage if the court determined the communications between the client and
patent agent were not protected.

The second reason the Federal Circuit definition is unduly vague is that the
regulation cited by the court is inherently open-ended. The text of the first line
leaves open the possibility for an endless number of activities that patent agents
can perform that may be authorized by Congress. It says, “Practice before the
Office in patent matters includes, but is not limited to, preparing and prosecut-
ing any patent application . . . .”138 The non-exhaustive language “but is
not limited to” makes the regulation extremely vague. Therefore, because the
Federal Circuit expressly cited to this regulation when defining the scope of
patent agent privilege, the definition of patent agent privilege is also overly
vague. While flexibility can be beneficial to courts in interpreting statutes, it
could prove disastrous for the first person who learns that a certain activity is
not included in the definition. That person could lose millions of dollars, and
possibly billions, as a result.

2. Too Limited

In addition to the inherent vagueness in the definition of patent agent privilege,
the definition is too limited. While the definition provides a basic list of all the
prosecution activities a patent agent can perform, there are a number of other
activities that an experienced patent agent can also perform, which are not in-
cluded. This includes helping clients make business decisions on whether to
patent, providing advice on the patentability of devices not ownedby the client,
and providing infringement advice, to name just a few. Thus, a better defini-
tion of patent agent privilege should include all communications dealing with
13637 C.F.R. § 11.5(b)(1).
137See id.
138Id.
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federal patent law. This definition would alleviate the uncertainty surround-
ing what communications are privileged. It would also reduce the likelihood
of future district court splits regarding the scope of patent agent privilege.

Furthermore, an expanded view of patent agent privilege would still be
sufficiently narrow and specific because communications that a patent agent
has with a client that are not incidental to federal patent law would not be
protected. For example, if a patent agent discussed potential trademark or
copyright protection for a device, these communications would not be covered.
This adheres to the Federal Circuit’s desire to limit the scope of patent agent
privilege to only those things which a competent patent agent can provide.139
Therefore, since a patent agent is not learned in other areas of the law, any dis-
cussions between a patent agent and his client regarding content outside the
federal patent realm would not be protected.

B. State Patent Agent Privilege Problems

While federal law now recognizes a limited patent agent privilege, fourty-nine
states do not. This creates a number of problems for patent owners including:
incongruent standards, fundamental unfairness, and potential forum shop-
ping.

1. Incongruent with Federal Standard

While the United Stated is founded on a bifurcation of power between federal
and state governments, there are certain fundamental issues where federal law
supplants that of the individual states. One of those issues is patent law.140 As
stated in the IP clause of the Constitution, the federal government has the ex-
clusive power to “promote the progress of science and useful arts, by securing
for limited times to authors and inventors the exclusive right to their respective
writings and discoveries.”141 However, privilege laws are not one of these fun-
damental issues and states can promulgate privilege laws independent of the
federal government.142 This has led to a significant problem: the incongruence
of state and federal patent agent privilege laws.

Until recently, no state formally recognized patent agent privilege.143 This
changed in In re Andrew Silver.144 However, there are still forty-nine other states
that have yet to adopt patent agent privilege. Thus, there is a disparity between
a patent owner’s rights in federal and state courts. For example, assume that
the owner of a patent is in state court facing claims of breach of contract, decep-
tive trade practice, and unfair competition.145 Because these are not substantive
patent law questions, federal law does not apply. Thus, outside of Texas, the
139In re Queen’s Univ., 820 F.3d 1287, 1301 (Fed. Cir. 2016).
140Id. at 1290.
141U.S. Const. art. I, § 8, cl. 8.
142In re Andrew Silver, 500 S.W.3d 644, 646 (Tex. App. 2016).
143In re Queen’s Univ., 820 F.3d 1287, 1311–12 (Fed. Cir. 2016).
144In re Andrew Silver, No. 16-0682, 2018 Tex. LEXIS 171 (Feb. 23, 2018).
145Amicus Brief for Petitioner at 9, In re Andrew Silver, (No. 16-0682), 2018 Tex. LEXIS 171 (Feb. 23, 2018),

http://www.ipo.org/wp-content/uploads/2017/03/IPO_amicus_brief_letter_stamped.pdf.
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court may not recognize patent agent privilege. This means that confidential
communications between a client and a patent agent during the patent pros-
ecution phase, matters that are privileged in federal courts, are not protected
and can be accessed by the opposing party.

Now, taking the example one step farther, assume the case is in federal court
and there are multiple claims. The plaintiff alleges patent infringement, decep-
tive trade practice, and unfair competition. The defendant counter claims for
invalidity of the patent. Thus, there are two federal claims, patent infringe-
ment and invalidity, and two state law claims, deceptive trade practice and un-
fair competition. Because privilege laws are subject to the specific jurisdiction
from which the claim originates,146 this means that different privilege rules
will be used in the adjudication of the same case. The federal court will apply
the Federal Circuit’s patent agent privilege laws to the federal claims. How-
ever, the federal court will apply the privilege laws of the state where the state
claims originated. If that state does not recognize patent agent privilege, then
the federal court would not be able to privilege the communications between
the defendant and his patent agent for the state law claims the defendant faces.
Yet, the plaintiff’s communications would be protected by patent agent privi-
lege because the plaintiff only faces federal claims. This is counterintuitive and
fundamentally unfair.

2. Fundamentally Unfair

As shown in the example from the previous Section, an incongruence in state
and federal patent agent privilege laws leads to fundamental unfairness. First,
a patent owner may not even know about the issue of patent agent privilege.
Because the patent owner works with a patent agent, a professional who is
granted with the right to represent clients before the PTO, the patent owner
may assume that communications with the patent agent are privileged. This
is logical since all the communications between the patent owner and a patent
attorney would be privileged. Thus, the patent owner would be in for a rude
awakeningwhen he or she learned that all the communications with the patent
agent were not privileged for any state law claims regarding the patent.

Furthermore, even if the patent owner knew about the patent agent privi-
lege issue, it is still fundamentally unfair to have differing privilege laws at play
in the same case. This would allow confidential communications about im-
portant aspects of the patent at issue to be inaccessible for the opposing party
to use for federal claims but accessible for the opposing party to use in state
claims. Moreover, while the jury would be given instructions to only use the
confidential communications when deciding the state law claims, it is illogical
to assume that they will not use any of the information they heard about the
confidential communications when deciding the federal claims. Even a person
who knows they should not use the information from the confidential com-
munications when deciding the federal claims will make the decision with the
subconscious knowledge of those communications. The only fair way to rem-
146In re Andrew Silver, 500 S.W.3d 644, 646 (Tex. App. 2016).
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edy this is for state and federal patent agent privilege laws to be congruent.

3. Incentivizes Forum Shopping

Another consequence of incongruence between state and federal patent agent
privilege laws is that parties in litigation proceedings will be incentivized to
forum shop.147

For example, a party that brings state law claims related to a defendant’s
patent, like breach of contract, deceptive trade practice, or unfair competition,
would be wise to do so in a jurisdiction that does not recognize patent agent
privilege. Currently, that is any state but Texas. Thus, the plaintiff’s attorney
would purposely bring the suit in any state but Texas so that he can access con-
fidential communications between the defendant and the defendant’s patent
agent. While this is not a major problem currently, as more states recognize
patent agent privilege, which is inevitable after the Texas Supreme Court de-
cision148, the number of anti-patent agent privilege states will decrease. As
this decrease occurs, the occurrence of forum shopping will be exacerbated
because attorneys who want access to confidential communications between
patent owners and their patent agents will be forced into increasingly more at-
tenuated arguments for why their case should be in an anti-patent agent priv-
ilege jurisdiction.

Furthermore, forum shopping will also occur, not just for jurisdiction over
a case, but also for jurisdiction over specific claims in a case. For example,
a party that brings a patent infringement claim in federal court will want ac-
cess to confidential communications between a defendant and his patent agent.
The information in these communications could help the plaintiff win his suit
against the defendant. Therefore, an intelligent plaintiff’s attorney would also
bring state claims against the defendant, regardless of the likelihood of success.
The plaintiff’s attorney would also make sure the state claims originated in a
jurisdiction that does not recognize patent agent privilege. This would allow
the jury to hear confidential communications for the state claims and, hopefully
for the plaintiff, help himwin the federal infringement claim since the jury will
have already heard the confidential communications.

V. THE SOLUTION

The solution to the patent agent privilege problem is bifurcated. First, the scope
of patent agent privilege at the federal level needs to be broadened and better
defined. Second, the states need to formally recognize and implement patent
agent privilege laws in congruence with the federal standard. This would pre-
vent future district court splits at the federal level and eliminate fundamental
unfairness and forum shopping at the state level.
147Amicus Brief for Petitioner at 6, In re Andrew Silver, (No. 16-0682), 2018 Tex. LEXIS 171 (Feb. 23, 2018),

http://www.ipo.org/wp-content/uploads/2017/03/IPO_amicus_brief_letter_stamped.pdf.
148In re Andrew Silver, No. 16-0682, 2018 Tex. LEXIS 171 (Feb. 23, 2018).
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A. Federal Law

To prevent future district court splits at the federal level regarding the scope
of patent agent privilege, either Congress, the Supreme Court, or the Federal
Circuit needs to implement a broader and more well-defined explanation of
patent agent privilege. This explanation should protect communications be-
tween clients and patent agents regarding all information that is incidental to
federal patent law. This mirrors the PTO’s current version of patent agent priv-
ilege which is codified in 37 C.F.R. 42.57.149 A broader definition alleviates
potential conflicts that may arise when a patent agent communicates with a
client on the patentability of third party inventions or other similar communi-
cations. This definition would also limit the vagueness which is inherent in the
current Federal Circuit definition due to the language “but is not limited to” in
37 C.F.R. § 11.5(b)(1).150

B. State Law

To prevent fundamental unfairness and forum shopping, the states should
adopt definitions of patent agent privilege that are congruent with federal law.
This can be done by each state at the legislative or judicial level. However, the
more effective method would be for Congress or the Supreme Court to for-
mally recognize patent agent privilege for all state and federal claims dealing
with patent law. While antagonists may raise constitutional concerns, patent
law is already governed solely by the federal government, per the IP clause in
the Constitution.151 Thus, it would make sense for patent agent privilege, a
doctrine that is intimately connected to patent law, to also be governed solely
by the federal government.

VI. CONCLUSION

The patent agent privilege issue has existed for decades. Recently, however,
significant progress has been made at the federal and state level in formally
recognizing this extension of attorney-client privilege. While these initial steps
are promising, they are not without problems. The federal definition is too lim-
ited and overly vague. Coupled with this is the incongruence with state law.
To remedy these issues, the federal definition of patent agent privilege should
be expanded and clearly defined, and the states should implement congruent
standards to eliminate fundamental unfairness and de-incentivize forum shop-
ping.

14937 C.F.R. 42.57 (2017).
15037 C.F.R. § 11.5(b)(1) (2018).
151U.S. Const. art. I, § 8, cl. 8.
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INTRODUCTION

Trademarks are integral in the marketplace, serving as identifiers of the source
of a business’s goods or services.1 Consumers rely on trademarks not only as
source identifiers, but also as “quality guarantor[s] and consumer status sym-
bol[s].”2 Entrepreneurs use trademarks to develop a brand and pursue op-
portunities for economic mobility.3 Although trademarks originally sprouted
to protect consumers from fraud and counterfeit, the actual effects of modern
trademark law severely overshadow these traditional purposes. Patterns in leg-
islation and interpretations reveal a system of favoring the haves over the have-
nots, depriving have-nots of both offensive anddefensive protections otherwise
provided by trademark law.

The value of a trademark in modern day is the mark itself, rather than the
brand it represents.4 Companies take just as much pride in their logos and
brands as their actual products and services.5 As a personal property right,
a trademark creates the duty to diligently manage and oversee these rights.6
However, overzealous trademark policing creates a hostile climate for the free-
domof expression, the entrepreneurial spirit, and ultimately, a competitive and
free-flowingmarketplace. As a result, small businesses and othermarginalized
groups, often lacking the resources of large companies, are effectively excluded
from the trademark system.

This paper observes the trademark system, its evolving infrastructure, and
how it contributes to the suppression of small businesses. Part I provides a
brief overview of the developments in statutory trademark law and the trade-
mark registration process. Part II discusses the expansion of trademark rights
and the lack of legal recourse available for accused infringers. Both contribute
to the economic disparity by enabling large businesses to over-enforce their
rights against small businesses with impunity.7 This section also explores the
trademark system’s suppression of minority groups and the materialization of
recent case law and academic literature seeking to equalize this playing field.
Part III suggests remedying these imbalances by reforming the trademark sys-
tem and its jurisprudence, promoting large corporations’ ethical responsibili-
ties as players in a globalmarket, and providing trademarkmanagement guide-
lines and trademark anti-bullying advice for small businesses.

1J. Thomas McCarthy, McCarthy on Trademarks and Unfair Competition § 3:1 (5th ed. 2017).
21 Anne Gilson LaLonde & Jerome Gilson, Gilson on Trademarks § 1.01 (Matthew Bender).
3See generally Rita Heimes, Trademarks, Identity, and Justice, 11 J. Marshall Rev. Intell. Prop. L. 133 (2011)

(explaining the need to prioritize trademark protections for underserved individuals over broader intellectual
property rights concerns).

4Mark A. Lemley, The Modern Lanham Act and the Death of Common Sense, 108 Yale L.J. 1687, 1688 (1999).
5See id. at 1687.
6Leah Chan Grinvald, Shaming Trademark Bullies, 2011 Wis. L. Rev. 625, 641 (2011).
7Id. at 642.
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I. TRADEMARKS IN THE LAW

Congress recognized the need to prevent fraud and counterfeit in the market-
place by introducing federal trademark laws.8 However, legislative attempts to
regulate trademark law have contributed to the disparate impact on the trade-
mark rights of small businesses.

A. From Fraud to Secondary Meaning

While the United States Constitution enumerates copyright and patent rights
in its Copyright Clause, trademark rights are noticeably absent.9 In 1876,
Congress enacted the first trademark statute prohibiting the sale of counterfeit
trademarked goods intrastate.10 In a series of trademark cases where defen-
dant counterfeiters challenged the statute’s constitutional validity, the Supreme
Court of the United States invalidated the statute because Congress only had
the power to regulate trademarks in interstate commerce.11 TheCourt held that
trademarks have “no necessary relation to invention or discovery,”12 and that
trademark use could fall within Congress’s Commerce Clause power if used in
interstate commerce.13

Invoking the Commerce Clause, Congress enacted a new statute in 1881
limiting regulation to trademarks used “in commerce with foreign nations, or
with the Indian tribes.”14 This effectively deregulated interstate trademark use
in the United States.15 In a 1905 statute, the addition of the phrase “among the
several States” guaranteed trademark protectionwithin theUnited Stateswhile
simultaneously adhering to Congress’s Commerce Clause power.16

The 1905 statute gave rise to a dichotomy for the types of protectable
marks—technical trademarks and trade names.17 On one hand, businesses re-
ceived a technical trademark registration when their marks identified goods
using nondescriptive18 words or symbols.19 Only owners of a technical trade-
mark could bring trademark infringement claims under the 1905 statute.20 On
the other hand, trade nameswere either “marks that did not qualify as technical
trademarks but had acquired a secondary meaning; [or] names of companies
and corporations.”21 The 1905 statute provided no trademark protection from

8McCarthy, supra note 1, § 5:2.
9U.S. Const. art. 1, § 8, cl. 8 (“To promote the Progress of Science and useful Arts, by securing for limited

Times to Authors and Inventors the exclusive Right to their respective Writings and Discoveries.”).
10See Trade-mark goods., ch. 274, 19 Stat. 141 (1876).
11Trade-Mark Cases, 100 U.S. 82, 97 (1879).
12Id. at 94.
13Id. at 96.
14Trade-marks., ch. 138, § 1, 21 Stat. 502 (1881).
15See id.
16Trade-marks., ch. 592, § 1, 33 Stat. 724 (1905).
17Grinvald, supra note 6, at 634.
18“Nondescriptive” refers to word marks that are arbitrary, fanciful, or suggestive.
19McCarthy, supra note 1, § 4:3.
20Grinvald, supra note 6, at 634.
21McCarthy, supra note 1, § 4:4.
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trade name infringement, which was only actionable under an unfair competi-
tion claim.22

Throughout the beginning of the twentieth century, courts adjudicating
trademark claims could not “in exactly the same way” distinguish between
trademark infringement and unfair competition.23 The constant blurring be-
tween trademark law and unfair competition law and the introduction of “sec-
ondary meaning” as a trademark term of art24 signaled a shift from strict to
more expansive trademark protection.25 In 1946, Congress addressed the ju-
risprudential inconsistencies by enacting the Lanham Act.26 The Act treats
trade names like technical trademarks if the applicant can establish that the
trade name has attained distinctiveness through secondary meaning.27

B. The Registration Process

In the United States, both the owner of an existing trademark and an intended
user of a potential trademark can file for a federal trademark registration with
the United States Patent and Trademark Office (USPTO).28 An ownermust pro-
vide an application, a verified statement, and specimens of themark,29while an
intended user must provide an application and a verified statement.30 The ap-
plication contains the applicant’s information, the basis for filing,31 a descrip-
tion of the mark, and the mark’s classification.32 Applicants select at least one
class out of a list of 45 classifications that describes which market their product
or service will occupy.33

If done correctly, a typical electronic trademark application for a mark filed
under one classification costs $400.34 Filing under multiple classifications is an

22Id.
23Id. (Some courts used “the terms ‘trademark’ and ‘unfair competition’ interchangeably.”); see also Hanover

StarMilling Co. v. Metcalf, 240 U.S. 403, 413 (1916) (“[T]he common law of trademarks is but a part of the broader
law of unfair competition.”).

24Under the Lanham Act, secondary meaning is synonymous with acquired distinctiveness. McCarthy, supra
note 1, § 15:1.

25“It is undoubtedly true that where such a secondary signification has been acquired, its use in that sense will
be protected by restraining the use of the word by others.” Elgin Nat’l Watch Co. v. Illinois Watch Case Co., 179
U.S. 665, 674 (1901).

26See NuPulse, Inc. v. Schlueter Co., 853 F.2d 545, 549 (9th Cir. 1988) (“When we view the Lanham Act in
its totality, it is clear that Congress intended to create a self-contained statutory device to deal with all kinds of
trademark infringement and unfair competition.”).

2715 U.S.C.S. § 1052(f) (LEXIS through Pub. L. No. 115-68).
28See id. § 1051.
29Id.
30But see 15U.S.C.S. § 1051(d)(1). The intended usermust provide, within sixmonths, evidence of the proposed

mark’s actual use in commerce.
3137 C.F.R. § 2.34 (2017). Basis for filing requires evidence of actual use in commerce (including date of first

use and a specimen of the mark) or intent to use in commerce.
3237 C.F.R. § 2.32.
3337 C.F.R. § 6.1. A trademark’s classification often determines whether a trademark registration is granted or

whether a trademark infringement claim is successful. For example, Class 25 includes products that are “[c]loth-
ing, footwear, [or] headgear,” and likely would not conflict with products in Class 5, which pertain to pharma-
ceuticals. While businesses typically select multiple (but no more than ten) classes per application in order to
diversify coverage, there is no cap to the number of classes per application. The only two bars are costs and
whether the mark actually occupies the particular market.

3437 C.F.R. § 2.6.
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extra $400 per additional classification.35 In order to amend an application, file
a statement of use, request an extension, communicate with the examiner, or
renew a trademark, the applicant must pay an additional $100–$300 per class.36
The USPTO encourages minimizing errors during the application process, but
even without error the final bill can be daunting.

After reviewing the application, the examiner takes one of two actions. If
the examiner finds the mark is entitled to registration, the mark is published
for opposition.37 The onus then is on third party registration holders to oppose
the mark if they believe the new mark will infringe their mark.38 Registration
is granted if no one files an opposition during the statutory period.39

Otherwise, the examiner can refuse registration based on the nature of the
mark: if the mark is “immoral, deceptive, or scandalous;” if the mark “com-
prises a name, portrait, or signature identifying a particular living individual
except by written consent;” if the mark “so resembles a mark registered in the
Patent and Trademark Office;” or if the mark is merely descriptive or merely
functional.40 The applicant then has the option to amend the application, ap-
peal the decision, or abandon the process altogether.41 Communications be-
tween the applicant and examiner often take several rounds, with the applicant
filing supplementary evidence to prove secondary meaning or refuting the ex-
aminer’s arguments until the examiner issues a registration or a final refusal.42

II. THE INADEQUACY OF CURRENT TRADEMARK
LAWS

Trademark protection’s inherent flaw is that it grants more protection to some
while denying recourse for others. This flaw follows the expansion of rights
afforded by trademark law, the scope of which has shifted from consumer pro-
tection to personal property interest. The resulting imbalances enable many
trademark holders to abuse their rights.

A. The Likelihood of Confusion

Trademark infringement claims hinge on a likelihood of confusion analysis.43
Likelihood of confusion analysis considers whether use “is likely to cause con-
fusion, or to cause mistake, or to deceive as to the affiliation, connection, or
association” of the user with the senior user.44 Current trademark law ex-
pands what might be considered “confusing,” so rather than considering the

35Id.
36Id.
3737 C.F.R. § 2.80.
38Id.
39Id.
4015 U.S.C.S. § 1052.
41McCarthy, supra note 1, § 19:128.
42Id.
43Id. § 23:1.
44Id. (quoting the Lanham Act § 43(a)).
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harms trademark law historically seeks to prevent (fraud and counterfeit of
goods), litigation stems from confusion of the mark itself.45 Expanded trade-
mark protections—for descriptive marks, famous marks, and a mark’s fore-
seeably relatedmarkets—demonstrate the growing property interests in trade-
marks.

As discussed in Part I, the law has expanded to include registrations for
descriptive marks46 if the owner can establish that the mark has acquired sec-
ondary meaning: a “new meaning added second in time to the original pri-
mary meaning of the designation.”47 Descriptive marks encounter the most
opposition and litigation because no evidentiary standard exists for proving
secondary meaning.48 In contrast, a mark that is fanciful,49 arbitrary,50 or sug-
gestive51 is, barring amark that an examiner deems likely to infringe a different
right,52 granted trademark registration without a secondary meaning require-
ment.53 Meanwhile, a generic mark can never receive trademark registration.54
Compared to inherently strong marks, descriptive marks invite the most dis-
putes.55

Another imbalance in trademark law stems from dilution laws, which aim
to protect a famous trademark.56 Dilution is likely to harm the famous trade-
mark because it is widely known by the public.57 A claim of dilution, either
through tarnishment58 or blurring,59 allows owners of famous trademarks to
recover without proving actual likelihood of confusion.60 The famous mark’s

45See William McGeveran & Mark P. McKenna, Confusion Isn’t Everything, 89 Notre Dame L. Rev. 253, 270
(2013).

46See also Devon Corp. v. Woodhill Chemical Sales Corp., 455 F.2d 830 (1st Cir. 1972) (holding that 5-MINUTE
for glue that sets in five minutes is descriptive because the mark directly describes the glue’s characteristic, but
themark could receive registration if the owner demonstrates that consumers associate themarkwith the specific
provider of goods).

4715 U.S.C.S. § 1052(f); McCarthy, supra note 1, § 15:1.
48There is no specific guide for how much or what kind of evidence is required—“the more descriptive the

term, the greater the evidentiary burden to establish secondary meaning.” McCarthy, supra note 1, § 15:28.
49Fanciful marks are created for the sole function of being an identifier. Examples include EXXON for oil,

CLOROX for bleach, and HUMMER for sports utility vehicles (General Motors Corp. v. Let’s Make a Deal, 223
F. Supp. 2d 1183 (D. Nev. 2002)).

50Arbitrarymarks bear no relation to the applied product or service, but have ordinarymeanings on their own.
Examples include APPLE for computers, CAMEL for cigarettes, and STARBUCKS for coffee (Starbucks Corp. v.
Wolfe’s Borough Coffee, Inc., 736 F.3d 198 (2d Cir. 2013)).

51Suggestive marks do not describe, but rather imply the product’s functionality. Examples include POM for
pomegranate drinks (Pom Wonderful LLC v. Hubbard, 775 F.3d 1118 (9th Cir. 2014)), STREETWISE for maps
(Streetwise Maps, Inc. v. VanDam, Inc., 159 F.3d 739 (2d Cir. 1998)), and 5-HOUR ENERGY for energy drinks
(Innovation Ventures, LLC v. N.V.E., Inc., 694 F.3d 723 (6th Cir. 2012)).

52See 15 U.S.C.S. § 1052 (listing the bases for which an examiner may refuse registration).
53Gilson, supra note 2, § 2.04.
54McCarthy, supra note 1, § 12:1. Examples include BICYCLE for two-wheeled vehicles, DIESEL for engines,

and SANDALS for warm-weather footwear.
55See generally Abercrombie & Fitch Co. v. Hunting World, Inc., 537 F.2d 4, 9 (2d Cir. 1976) (identifying the

categories—arbitrary/fanciful, suggestive, descriptive, or generic—used to evaluate the inherent strength of a
mark).

56Gilson, supra note 2, § 5A.01.
57Id. The mark “must be a household name” (quoting Thane Int’l v. Trek Bicycle Corp., 305 F.3d 894, 911 (9th

Cir. 2002).
58Id. Defendant “displac[ed] positive with negative associations.”
59Id. Defendant “disturb[ed] the conditioned association of the mark with the prior user.”
60Id.
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ownermust prove: (1) themark is famous anddistinctive, (2) defendant is using
the mark commercially, (3) plaintiff’s mark became famous before defendant’s
use, and (4) defendant’s mark is likely to cause dilution.61 While protecting fa-
mous marks is important as a policy matter, dilution laws have created a sub-
set of protectable trademarks that is deemed more valuable and thus entitled
to better protection.62 In an attempt to receive heightened protection, large
companies may force alleged infringers into litigation even though courts are
hesitant to deem just any mark as famous.63

Lastly, businesses can claim trademark infringement against merely hypo-
thetical competitors through the LanhamAct’s “related goods” doctrine.64 This
expansion allows businesses to sue noncompetitive products if they can reason-
ably expect to enter the alleged infringer’s market.65 This broader approach,
introduced in Aunt Jemima Mills Co. v. Rigney & Co.66 and Yale Electric Corp. v.
Robertson,67 grants businesses wider policing latitude since their claims can be
based on mere speculation. They can even oppose registrations for marks only
tangentially related to their own mark.

B. Inadequacies Beyond Likelihood of Confusion

Trademark law depends heavily on the likelihood of confusion analysis, so par-
ties caught in a trademark infringement suit have a limited arsenal with which
to defend themselves. Examiners lack a standard of review for granting reg-
istrations, and courts cannot rely on any meaningful precedent. As a result,
disputes can get costly and lengthy. In addition, the absence of affirmative de-
fenses and misuse claims prevents accused parties from avoiding litigation.

Examiners lack a standard of review because “in the examination of trade-
mark applications, examining attorneys are not required to follow other regis-
tration decisions when considering whether or not to register a mark.”68 Stan-
dards for genericness, descriptive, or even suggestive marks are not clear and
may depend on each examiner’s subjective standards. For example, an ex-
aminer refused registration of the mark THE BEST BEER IN AMERICA for
beer and ale under genericness, but on appeal the Trademark Trial and Appeal
Board (TTAB) held that the mark was merely descriptive.69 Consequently, the

61Id.
62But seeGilson, supra note 2, § 5A.01. This increased protection comes at a cost, since the standard for proving

fame is incredibly high.
63See generally Hasbro, Inc. v. Clue Computing, Inc., 66 F. Supp. 2d 117 (D. Mass. 1999) (holding that the

mark CLUE, despite having gained household recognition as a board game, was insufficiently famous to war-
rant dilution protection); see Grinvald, supra note 6, at 639 n.86 (finding that almost one-third of the trademark
infringement claims filed in federal district courts between 1995 and 2010 alleged dilution as a cause of action).

64McCarthy, supra note 1, § 24:6.
65Mark P. McKenna, The Normative Foundations of Trademark Law, 82 Notre Dame L. Rev. 1839, 1901 (2007).
66See generally 247 F. 407 (2d Cir. 1917) (granting plaintiff an injunction because defendant’s pancake syrup

was reasonably related to plaintiff’s pancake batter so the public could reasonably conclude they came from the
same source).

67See generally 26 F.2d 972 (2d Cir. 1928) (refusing registration of YALE for flashlights because of defendant’s
use of the mark for its locks).

68Megan M. Carpenter & Kathryn T. Murphy, Calling Bullshit on the Lanham Act: The 2(a) Bar for Immoral, Scan-
dalous, and Disparaging Marks, 49 U. Louisville L. Rev. 465, 479 (2011).

69See In re Boston Beer Co L.P., 47 U.S.P.Q.2d 1914 (T.T.A.B. 1998).
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registration process is inconsistent and unpredictable, and obtaining a trade-
mark often comes down to chance.

Following the absence of standards for assessing trademark registrations,
the existing case law for trademark infringement claims is equally unreliable.70
A likelihood of confusion inquiry is fact specific,71 so predicting which way
courts will sway in a new infringement case is difficult.72 It is not uncommon
for attorneys to advise their clients based on their prior experiences rather than
the merits of the case at hand because of the lack of “value in precedential
cases.” As a result, attorneys are unable to provide clients with clear guidance.

Statutory and common law defenses are also few and unhelpful.73 The clas-
sic fair use defense is narrow, valid only if a descriptive mark is “used fairly
and in good faith only to describe the goods or services.”74 In contrast, copy-
right law’s fair use defense lists uses—such as news, commentary, or artistic
work—that halt the inquiry and protect the accused infringer from liability.75
No screening mechanism exists that will excuse the use of a trademark, so a
court in an infringement case still needs to assess the likelihood of confusion.76
As a result, the accused must still litigate to justify use of a mark.77 Other enu-
merated defenses, such as genericism and functionality, while available, offer
little utility to typical trademark infringement cases.78

Lastly, unlike copyright law, trademark law does not recognize trademark
misuse claims.79 Copyright misuse arises when, “a copyright owner [uses] an
infringement suit to obtain property protection . . . that copyright law clearly
does not confer . . . over an opponent that may lack the resources or the legal
sophistication to resist effectively.”80 Overzealous trademark policing mirrors
the policy considerations behind copyright misuse because large companies
target small businesses knowing these businesses cannot fight back. The ab-
sence of a trademark misuse law encourages large companies to police broadly
in an effort to uphold the integrity and goodwill of their brand, which in turn
puts small businesses at a disadvantage.

70“[I]t is hard to determine with very real certainty how future courts will use prior cases.” Grinvald, supra
note 6, at 658.

71Jessica M. Kiser, To Bully or Not to Bully: Understanding the Role of Uncertainty in Trademark Enforcement Deci-
sions, 37 Colum. J.L. & Arts 211, 218 (2014).

72Grinvald, supra note 6, at 657.
73See Michael Grynberg, Things Are Worse Than We Think: Trademark Defenses in a “Formalist” Age, 24 Berkeley

Tech. L.J. 897, 902 (2009).
74Id. at 918.
75See 17 U.S.C. § 107 (2006).
76Grinvald, supra note 6, at 659–60.
77Id. at 660.
78See Grynberg, supra note 73, at 920–24. For example, “the functionality defense often fails outside of its

paradigmatic utilitarian case.”
79SeeWilliam E. Ridgway, Revitalizing the Doctrine of Trademark Misuse, 21 Berkeley Tech. L.J. 1547, 1557 (2006).
80Grinvald, supra note 6, at 661 (quoting Assessment Techs. of WI, LLC v. WIREdata, Inc., 350 F.3d 640, 647

(7th Cir. 2003)).
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C. Small Businesses in the Trademark System

Small businesses are typically defined as “firms with 1–499 employees,” al-
though this number is flexible.81 As of 2014, 99.9% of the United States’ 28.2
million businesses were small businesses.82 Of these small businesses, over
78% were sole proprietors, meaning the business owner was also the only em-
ployee.83 Of the many types of small businesses, microbusinesses and mom-
and-pop shops have the biggest economic hurdles.84 Small businesses “cannot
unlock economies of scale, which puts them at a further financial disadvan-
tage.”85 Because they are undercapitalized, small businesses have little to no
prospect of growth or expansion into new communities or markets.86 As daily
expenditures consume most of the business’s finances, registering for a trade-
mark is often the last thing on an owner’s mind.87

Unlike larger businesses, small businesses typically lack the legal funds to
expend on trademarks.88 As discussed in Part I, a basic trademark registration
for a single classification is $400.89 To obtain more comprehensive protection,
trademark owners often file under multiple classifications, which a small busi-
ness owner may be unwilling to do because of cost.90 Smaller businesses are
also more likely to select a descriptive mark, which relates more closely to their
products or services.91 As a result, it is more likely the business will encounter
extra steps in the registration process (e.g., responding to potential oppositions,
appealing to the TTAB), which only drives up the total cost of obtaining a regis-
tration.92 In a recent trademark infringement story, members of Southern Cali-
fornia band ViceVersa revealed they spent almost $3,000 in order to trademark
their name, although “[o]n a goodmonth they [only] bring in about $1,500 from
gigs and merchandise.”93 However, merely obtaining a trademark registration
does not insulate small businesses from attacks by large companies.

Even after registration, policing a mark to keep infringers at bay and main-
81Small Business Market Update, June 2015, Small Bus. Bull. (Small Bus. Admin. Office of Advocacy, Wash.

D.C.), June 2015, at 1, https://www.sba.gov/sites/default/files/Small_business_bulletin_June_2015.pdf.
82Raymond J. Keating, Unleashing Small Business Through IP 36 (2d ed. 2016), http://sbecouncil.org/wp-

content/uploads/2016/04/UnleashingSmallBizIP2016.pdf.
83Leah Chan Grinvald, Policing the Cease-and-Desist Letter, 49 U.S.F. L. Rev. 411, 428 (2015).
84Microbusinesses are the smallest of the small businesses with 1–9 employees. Brian Headd, The Role of Mi-

crobusinesses in the Economy, Small Bus. Facts (Small Bus. Admin. Office of Advocacy, Wash. D.C.), Feb. 2015,
https://www.sba.gov/sites/default/files/Microbusinesses_in_the_Economy.pdf.

85Johnny Price, Venture Capital for Mom and Pop Shops, Ewing Marion Kauffman Found. (Sept. 26, 2016),
http://www.kauffman.org/blogs/growthology/2016/09/venture-capital-for-mom-and-pop-shops.

86See Grinvald, supra note 6, at 656.
87See id. at 655.
88Nicholas Herdrich, The Great Balancing Act: Limiting Trademark Risks For Early-Stage Businesses in a Limited

Capital Environment, 97 J. Pat. & Trademark Off. Soc’y 144, 157 (2015).
8937 C.F.R. § 2.6.
90For example, a mom-and-pop business that prints and sells shirts should register its business name at least

under Class 25 (for clothing and apparel products) and Class 35 (for advertising, business and retail services).
The business would incur $800 just for filing in those two classes (not including additional costs). 37 C.F.R. § 2.6;
37 C.F.R. § 6.1.

91Herdrich, supra note 88, at 158.
92Id.
93Jason Kandel, SoCal Band in ‘David vs. Goliath’ Battle with Media Giant, NBC L.A. (Apr. 23, 2016,

7:27 PM), https://www.nbclosangeles.com/news/local/SoCal-Band-in-David-vs-Goliath-Battle-With-Media-
Giant-376868431.html.
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taining the mark to avoid abandonment is time consuming and expensive. Ob-
taining legal assistance regarding trademark maintenance is also costly, and
managing trademark issues alone is difficult.94 Some businesses opt to not reg-
ister their trademarks for this reason, instead relying on common law remedies
if a conflict does arise.

Upon receiving a cease and desist letter, small business owners might want
to avoid litigation at all costs.95 Pending litigation freezes a trademark holder’s
rights, disabling further investment in and development of the mark until a
decision is made.96 Absent legal assistance, small business owners must ana-
lyze, respond, and prepare legal strategy on their own, which makes attacking
a trademark issue unmanageable.97 Even if the business could finance the law-
suit, the appeals process is too lengthy and expensive to be affordable.98 All
these factors are in addition to the emotional stress that the threat of litiga-
tion brings, since small businesses frequently constitute the entire livelihood
of business owners and their families.99 While these small business operations
are limited to one or a few communities, large corporations likely also operate
in those communities. These trademark conflicts are inevitable.

D. Trademark Bullying

Increasing trademark protections for tangential goods andmarkets and famous
marks encourages large companies to aggressively police their marks. Large
companies have a huge interest in protecting their marks because most of the
general public can instantly recognize big-name brands; this in turn generates
capital. Large companies, like all rightsholders, must diligently police their
marks, since a court will hold that failure to monitor infringing marks indi-
cates assent100 to infringement or abandonment.101 However, unnecessary and
aggressive policing by large corporations can cross into trademark bullying if
these infringement claims are unmeritorious.

In her article, Leah Chan Grinvald defines four aspects of trademark bul-
lying: (1) an unreasonable interpretation of trademark rights, (2) intimidation
tactics, (3) the trademark enforcer is a large company, and (4) the accused in-
fringer is a small business.102

A large company unreasonably interprets its trademark rights when it fails
to conduct a complete and objective trademark assessment of the alleged in-
fringer’s mark, exaggerates the strength of its ownmark, or exaggerates the ex-

94Grinvald, supra note 6, at 654.
95Jeanette Mulvey, USPTO ‘Trademark Bully’ Comments Reveal Small Business Headache, Bus. News Daily (Apr.

6, 2011, 10:06 AM), http://www.businessnewsdaily.com/836-uspto-trademark-bullying-comments.html.
96Id.
97Grinvald, supra note 6, at 654; Grinvald, supra note 83, at 428. Businesses are often unable to comply with a

letter’s demands because they do not have the appropriate legal expertise to competently respond.
98Grinvald, supra note 83, at 429.
99Grinvald, supra note 6, at 655.
100See SaraMarie Andrzejewski, Note, “Leave Little Guys Alone!”: Protecting Small Businesses from Overly Litigious

Corporations and Trademark Infringement Suits, 19 J. Intell. Prop. L. 117, 125 (2011).
101Kiser, supra note 71, at 225.
102Grinvald, supra note 6, at 642.
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tent to which confusion is likely.103 Failing to conduct a trademark assessment
occurs either when no search is conducted or when a large company is threat-
ened by any and all use without assessing the context of the alleged infringing
mark’s use.104 Another instance is when in-house lawyers “send threatening
cease and desist letters as a routine response to virtually any unauthorized use
of a mark.”105 Exaggeration of the mark’s strength or likelihood of confusion
is possible because of trademark law’s highly subjective and fickle nature; as
discussed above, receiving a registration or assessing likelihood of confusion
is not dictated by definitive elements or enforceable case law.106

All large companies typically engage in some level of intimidation when
asserting their rights. They are financial powerhouses that employ in-house
lawyers and have ample resources to expend on litigation.107 However, when
they place undue economic pressure or coercion on small businesses, this may
tip the scale towards bullying behavior.108 Trademark bullies often scare small
business owners into complying by using abusive cease and desist letters.109
Abusive cease and desist letters may either have complex legalese or harsh lan-
guage, demands for quick settlement or immediate payment of fees, and/or
an unreasonable claim of rights.110 Because small business owners are not well
versed in trademark law, most disputes that begin with a cease and desist letter
conclude with immediate compliance.111 Oftentimes the trademark bullies put
small businesses in a lose-lose situation byproviding anultimatum—comply or
litigate—knowing that small businesses cannot financially sustain litigation.112

The third and fourth factors describe the adverse parties: the small business
and the large company.113 The small business must be at a relative economic
disadvantage to the large company.114 The disparity in financial strength must
exist because it creates the opportunity for the large company to attack small
businesses that lack competent legal resources.115

Increasingly, large companies overstep their policing rights by attempting
to monopolize the use of descriptive or generic words.116 Entrepreneur Media,
for example, brought trademark infringement cases against EntrepreneurPR,
Publishing Entrepreneur, Ernst & Young Entrepreneur of the Year Magazine,
and even entrepreneurs.com in an attempt to prevent the use of “entrepreneur”
103Id. at 643.
104Id. (describing an instance where Warner Brothers sent cease and desist letters to websites using the term

HARRY POTTER, but the websites were solely non-commercial and operated by children).
105William McGeveran, The Trademark Fair Use Reform Act, 90 B.U. L. Rev. 2267, 2273 (2010).
106Grinvald, supra note 6, at 643.
107Id. at 655.
108Id. at 646–47.
109Id. at 643.
110See Grinvald, supra note 83, at 420–26.
111See William T. Gallagher, Trademark and Copyright Enforcement in the Shadow of IP Law, 28 Santa Clara Com-

puter & High Tech. L.J. 453, 478 (2012).
112Id.; seeKiser, supra note 71, at 223 (paying damages or destroying inventory and investing in a new trademark

could likely bankrupt a small business).
113Grinvald, supra note 6, at 649.
114See id.
115Id.
116Id. at 644.
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in connection with goods or services pertaining to business opportunities.117
The problem is that “entrepreneur” is merely descriptive if not generic, so any
business should be able to use theword because it describes precisely the goods
or services being offered.

As recently as 2015, athletic wear company Under Armour has policed
against companies big and small for using the word “armor” in their marks.118
Under Armour’s in-house counsel have “bullied” Body Armor (sports drink
company), Salt Armour (fishing apparel firm), and Ass Armor (manufac-
turer of shock-absorbing snowboarding shorts).119 In waging a trademark
war against fledgling family apparel business Armor & Glory, Under Armour
claimed the business would dilute and tarnish the famousmark.120 However, a
dilution claim would likely be unsuccessful, since a business so new and small
would bear little similarity and thus little consequence to a famous company.

In 2012, MonsterFishKeepers, an online forum for aquarium hobbyists, re-
ceived a cease and desist letter from the famous energy drink conglomerate
Monster Beverage.121 Despite occupying distinctively separate markets from
its victims’ marks, Monster has vigilantly policed its mark against all uses in-
volving the word “monster,” having filed “more cases than any company in
America [in 2015] with the [TTAB].”122 Monster’s policing has the unfair effect
of freezing competition in the marketplace because “monster” can be used for
a wide variety of different products and services.

E. Trademarks and Minority Suppression

Another defective aspect of trademark law is the unequal treatment of “dis-
paraging” marks under the USPTO. The Lanham Act’s disparagement clause
denies registration for marks that “may disparage or . . . bring [persons, in-
stitutions, beliefs, or national symbols] into contempt, or disrepute.”123 Arbi-
trary decisions regarding amark’s social value further discriminate against mi-
norities, who are often owners of small businesses.124 While minority-owned
businesses have seen an increase over the years,125 these businesses are still
117Amy Zipkin, Entrepreneurs Must Choose Their Words with Care, N.Y. Times (Oct. 7, 2004), http://www.ny-

times.com/2004/10/07/business/entrepreneurs-must-choose-their-words-with-care.html.
118Drew Harwell, Under Armour is suing pretty much every company using the name ‘Armor’, The Wash. Post

(Aug. 1, 2015), https://www.washingtonpost.com/news/business/wp/2015/08/19/under-armour-is-suing-
pretty-much-every-company-using-the-name-armor/?utm_term=.9d3ec0524844.
119Id.
120Id. As of writing, there are no reports of further action between Under Armour and Armor & Glory.
121Drew Harwell, These students took on one of America’s top trademark bullies—and won, Chi. Trib.

(Mar. 1, 2016, 8:28 AM), http://www.chicagotribune.com/business/ct-college-students-monster-trademark-
20160301-story.html.
122Id. Monster’s other trademark infringement claims include “Beast from the East” for beer (too similar to

“Unleash the Beast”), “Monster Kong Nachos” for nachos (use of “monster”), and Dassault Wine Estates (too
similar to “Monster Assault”).
12315 U.S.C.S. § 1052(a).
124Jules Lichtenstein, Demographic Characteristics of Business Owners, Small Bus. Bull. (Small Bus. Ad-

min. Office of Advocacy, Wash. D.C.), Jan. 16, 2014, https://www.sba.gov/sites/default/files/Is-
sue%20Brief%202,%20Business%20Owner%20Demographics.pdf.
125But see id. (reporting that as of 2012, minority-owned businesses comprised only 15% of the market).
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experiencing additional barriers to market entry.126
When assessing disparaging marks in trademark applications, the TTAB

has openly admitted that the guidelines are “somewhat vague” and deter-
mination based on the guidelines is “highly subjective.”127 Registrations are
so inconsistent and often puzzling that the Federal Circuit Court of Appeals
has called these decisions arbitrary.128 For example, the mark QUEER GEAR
for clothing was successfully registered,129 but the mark CLEARLY QUEER
for clothing was refused presumably because “queer” is disparaging to the
LGBTQ+ community.130 HAVE YOUHEARD SATAN IS A REPUBLICANwas
refused registration while THE DEVIL IS A DEMOCRAT was granted regis-
tration.131 The Federal Circuit Court even took note of the several trademarks
for FAGDOG, which was registered “three times and refused [] twice, at least
once as disparaging.”132 In addition to being denied registration for attempting
to reclaim a derogatory word, applicants must spend more money during the
registration process contesting these arbitrary and inconsistent decisions.

The acquisition of trademark rights is inevitably tied to personal empow-
erment.133 An individual’s right to use the trademark system should not be
contingent on economic or social status.134 However, when a social norm bars
amarginalized individual from seeking those rights, social justice requires that
we reevaluate those standards. Implicit in these problems is economic justice—
the system blocks marginalized groups from economic opportunity by rein-
forcing existing socio-economic power imbalances.

F. The Slants and “Disparaging” Marks

In Matal v. Tam, the Supreme Court of the United States unanimously invali-
dated the disparagement clause.135 Simon Tam of The Slants, an Asian Ameri-
can band, filed a lawsuit against the USPTO following a denial of federal trade-
mark registration for The Slants.136 The examiner denied the registration on the
grounds that “slants” is a term that disparages persons of Asian descent.137

After finding the disparagement clause applied to marks disparaging racial
or ethnic groups, the Court entertained three arguments addressed by the gov-
ernment that, if accepted, would exempt the clause from a First Amendment
Free Speech Clause analysis.138 The Court rejected each of the government’s
arguments: (1) trademarks are government speech, (2) trademarks are a form
126Id.
127See generally In re Hershey, 6 U.S.P.Q.2d 1470, 1471 (T.T.A.B. 1988) (finding “BIG PECKER BRAND” not scan-

dalous as applied to T-shirts).
128In re Tam, 808 F.3d 1321, 1342 n.7 (Fed. Cir. 2015).
129QUEER GEAR, Registration No. 1,828,351.
130U.S. Trademark Application Serial No. 76, 132, 003 (filed Sept. 19, 2000).
131Tam, 808 F.3d at 1342 n.7.
132Id.
133Heimes, supra note 3, at 151.
134Id. at 167.
135See 137 S. Ct. 1744, 1765 (2017).
136Id. at 1747.
137Id. at 1751.
138Id. at 1757.
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government subsidy, and (3) the disparagement clause should be tested under a
government-program doctrine.139 The Court found the clause to be overbroad,
targeting speech that disparaged any and all persons, groups, or institutions.140

By invalidating the disparagement clause, the Supreme Court implicitly
empowered minorities seeking to reclaim and commercially use derogatory
slurs related to their identity and history. However, this victory is especially
dangerous given the current political and social climate where political and
social polarization is common. Absent inquiry into the context of the mark’s
use, whether for reclamation or not, non-minoritiesmight attempt to trademark
slurs that are for actual derogatory use.

Since the Federal Circuit’s (and subsequently, the Supreme Court’s) deci-
sion invalidating the disparagement clause, many have addressed the impli-
cations of disparagement disputes in future trademark litigation. In one such
note, Zachary O’Driscoll addresses the disparagement clause in the context of
sports mascots.141 O’Driscoll provides a comprehensive overview of one of the
most controversial trademark disputes inUnited States sports franchise history:
The Washington Redskins.142 From its initial trademark cancellation143 to the
recent Blackhorse decision,144 litigation over the Redskins trademark has been
protracted.145

O’Driscoll, although a proponent of free speech rights, appears to have lit-
tle concern for the appropriation of slurs in everyday advertising. Implicit in
his paper is a critique of the public’s sensitivity when it comes to political cor-
rectness.146 He further argues that trademarks similar to the Redskins, such
as “the Cleveland Indians, the Chicago Blackhawks, the Notre Dame Fighting
Irish, the Duke University Blue Devils, the Capital University Crusaders, and
the Wake Forest Demon Deacons” have a new lifeline as a result of The Slants
decision.147

The standard for disparagement has always been inconsistent because the
USPTO’s decision on any particular trademark is subject to a single trademark
examiner’s opinion and personal knowledge. A solution to reinstate the dispar-
agement clause would be disclosure of the “potential for disparagement to the
examining attorney so that the attorney’s own personal knowledge of such dis-
paraging terms becomes less important.”148 If the idea of granting trademark
139See id. at 1757–63.
140Id. (“It is not an anti-discrimination clause; it is a happy-talk clause.”).
141See Zachary S. O’Driscoll, Note, The Mascot Manifesto: Challenging the Constitutionality of Section 2(a) of the

Lanham Act in a Heightened Era of Political Correctness, 45 Cap. U. L. Rev. 161, 165–66 (2017).
142Id. at 166–67.
143See Harjo v. Pro-Football, Inc., 50 U.S.P.Q.2d 1705 (T.T.A.B. 1999); see Blackhorse v. Pro-Football, Inc., 111

U.S.P.Q.2d 1080 (T.T.A.B. 2014).
144See Pro-Football, Inc. v. Blackhorse, 112 F. Supp. 3d 439 (E.D. Va. 2015).
145The Supreme Court’s decision in Matal v. Tam would overturn most of the precedent relied on by the district

court in the Redskins litigation.
146O’Driscoll, supra note 141, at 161 (“Today, Americans continue to misconstrue their constitutional liberties

with a ‘right’ to never be offended and, consequently, every word, thought, phrase, or behavior has to be scruti-
nized with a fine-toothed comb.”).
147Id. at 196.
148Jessica M. Kiser, How Dykes on Bikes Got It Right: Procedural Inequities Inherent in the Trademark Office’s Review

of Disparaging Trademarks, 46 U.S.F. L. Rev. 1, 29–30 (2011).
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registrations to “disparaging” marks is too detestable, a narrowly tailored dis-
paragement clause where the examiner inquires into the applicant’s identity
and relation to the term might be more effective.149 For example, Asian Amer-
icans reclaiming The Slants as a derogatory term should be entitled to registra-
tion, but a registration of The Slants by a non-Asian band serves no reclamation
purpose and should be denied.

Nothing stops a business from continuing to use a mark that the trademark
examiner refuses on the basis of disparagement.150 The Supreme Court noted
that The Slants could still use the mark in commerce; they would just lack the
ability to seek remedies under federal trademark law for infringement.151 Nev-
ertheless, the government should not evaluate amark’s disparaging nature, but
rather objectively evaluate themark’s eligibility for trademark protection. In or-
der to promote a free-flowing marketplace, disparagement assessment should
be left to the public, since consumers are more likely to patronize businesses
they deem socially and morally acceptable.

III. CREATING HAVES OUT OF HAVE-NOTS

Current trademark law ensures that small businesses are effectively excluded
from the trademark system, but this section provides some avenues to equalize
these imbalances.

A. Trademark Law Reform

A sweeping solution to empower marginalized businesses is to reform the
trademark system itself. One such reform would be to alter the jurisprudence
surrounding trademark litigation. Courts could rein in this expansion of rights
if they assess trademark rights based merely on trademark theory.152 “Vigor-
ous application of the old rules”would freeze the continual expansion of trade-
mark rights from an economic principle to personal property interests.153 For
example, some academics suggest limiting the likelihood of confusion inquiry,
where courts could “declare legally irrelevant any form of confusion other than
confusion regarding the actual source of a product.”154

In linewith scaling back the various rights trademark lawhas historically af-
forded trademark owners, another reformwould be purging the existing trade-
mark register.155 Intent-to-use applications—applications filed prior to actual
149Carpenter, supra note 68, at 475 (“If a trademark applicant is a member of a traditionally disparaged group

and is reappropriating a particular term toward the ends of social justice and empowerment, the applicant’s
identity may be relevant to an evaluation of disparagement.”).
150K.J. Greene, Trademark Law and Racial Subordination: From Marketing of Stereotypes to Norms of Authorship, 58

Syracuse L. Rev. 431, 433 (2008).
151Tam, 137 S. Ct. at 1762. The Slants often lost opportunities to perform because of their “disparaging” name.
152Lemley, supra note 4, at 1713.
153See id. at 1714 (arguing against the propertization of trademarks).
154McGeveran, supra note 45, at 300.
155See Rebecca Tushnet, Registering Disagreement: Registration in Modern American Trademark Law, 130 Harv. L.

Rev. 867, 918 (2017).
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use in the marketplace—should have more stringent requirements because al-
most half of all approved intent-to-use applications are never completed.156
Owners of intent-to-use applications can still assert their legal rights against
applications for similar marks.157 Applications should require higher eviden-
tiary burdens for proving secondary meaning, since current laws provide an
arbitrary division between descriptive and suggestive marks.158 Only fanciful
and arbitrary marks should be inherently distinctive.159 This will decrease op-
positions for descriptivemarks since the applicationwill already contain ample
evidence for rebuttal.

Adding a trademark misuse claim that parallels copyright misuse can also
helpminimize trademark bullying, since small businesses would have the abil-
ity to countersue and recover statutory damages.160 Both Australia161 and the
United Kingdom162 provide victims with a substantive right of action against
trademark bullies.163 The victim need only allege “that a relevant threat has
been made, that the person threatened is ‘a person aggrieved,’ and . . . that the
threat is unjustified.”164 Modeling a statutory provision would not be difficult,
as misuse language is available from foreign jurisdictions and United States
copyright laws.165

B. Trademark Shaming

Absent trademark misuse, trademark shaming is a solution to ward off trade-
mark bullies.166 Shaming operates through “public perception and seeks to
trigger another person’s shame or inflict reputation-based punishment.”167 In
a system that grants trademark registrations arbitrarily while simultaneously
failing to provide adequate legal remedies for infringement harassment, small
businesses can turn to social media and the local community to fight back
against trademark bullies.168

To successfully shame a trademark bully, Grinvald suggests at least four
mandatory conditions: (1) the target is vulnerable to shaming, (2) the commu-
nity shares in the norms transgressed by the target, (3) the community includes
an overlap between the target’s consumers and the shamer’s consumers, and
156Id. (These marks are “practically unavailable . . . but they are nonetheless capable of creating legal rights

and thus block market entry.”).
157Id.
158Id. at 922.
159Id.
160See Assessment Techs., 350 F.3d at 647.
161Trade Marks Act 1995 (Cth) s 129 (Austl.).
162Trade Marks Act 1994, c. 26, § 21 (Eng.).
163Andrzejewski, supra note 100, at 140–41.
164Id.
165See generally Anthony James Dispoto, Comment, Protecting Small Businesses Against Trademark Bullying: Creat-

ing a Federal Law to Remove the Disparity of Leverage Trademark Holders Maintain Over Small Businesses, 16 San Diego
Int’l L.J. 457, 495–97 (2015) (proposingPOLTA (“Prevention ofOverreachThroughLitigationTacticsAct”), which
creates liability for trademark holders that send meritless cease and desist letters).
166Grinvald, supra note 6, at 664.
167See Elizabeth L. Rosenblatt, Fear and Loathing: Shame, Shaming, and Intellectual Property, 63 DePaul L. Rev. 1,

8–12 (2013).
168Id.
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(4) the shamer has credibility in the community.169 These factors ensure sham-
ing will negatively affect the target; an absence of any of the factors means the
target will either be impervious to shaming or the shamingwill nevermaterial-
ize.170 However, larger andwell-known companies are often sensitive to public
shaming because they know consumers like to patronize businesses of which
they approve.171

Shaming is an effective method to fight trademark bullies because it is a
cost-effective alternative to litigation.172 Small businesses may lack the benefits
of legal counsel and financial resources to defend themselves,173 but shaming
is available to anyone with a credible business and an Internet connection.174
Because of today’s socialmedia prevalence, trademark shaming is often a viable
option.175 A business can mobilize the community “simply through ‘tweeting’
about receiving the cease-and-desist letter.”176 Social media ensures that if the
particular bullying is egregious enough, media outlets will report the story.177

A 2014 trademark dispute between bicycle behemoth Specialized Bicycle
Components Inc. and small Canadian bicycle shop Roubaix illustrates this
phenomenon.178 The Internet immediately rushed to Roubaix’s aid when it re-
ceived a cease and desist letter from Specialized.179 The merits of the infringe-
ment claim were irrelevant, as “support for [Roubaix] was so overwhelming,
and condemnation of Specialized so swift.”180 Specialized was quick to with-
draw its cease anddesist letter and issue an apology.181 This story demonstrates
the importance of a shamer’s credibility in a community, since the Internet
would not have mobilized unless Roubaix was a hard-working and respectable
business.

However, some disadvantages include the potential for shaming to be inef-
fective and for small businesses to abuse the shaming process.182 As discussed
above, if any of the above elements are absent, shaming will be wholly ineffec-
tive.183 Shaming also opens the door for small businesses to respond to every
cease and desist letter by attempting to shame the sender.184 For example, if
Roubaix in the above dispute had maliciously infringed Specialized’s trade-
mark, mobilizing the community to shame Specialized would have been im-
169Grinvald, supra note 6, at 666–67.
170See id. at 666–68.
171Rosenblatt, supra note 167, at 12–13.
172Grinvald, supra note 6, at 676.
173Id. at 677.
174RebeccaM. Blank & Lawrence E. Strickling, U.S. Dep’t of Commerce, Exploring the Digital Nation: Home

Broadband Internet Adoption in the United States 5 (2010).
175See Brian Thompson, Social Media Can End David-Vs.-Goliath Trademark Cases, Law360 (Jan. 29, 2014),

https://www.law360.com/articles/497938/social-media-can-end-david-vs-goliath-trademark-cases.
176Grinvald, supra note 6, at 677.
177Lon Safko, The Social Media Bible: Tactics, Tools, and Strategies for Business Success 269 (2d ed. 2010).
178Thompson, supra note 175.
179Id.
180Id.
181Id.
182Grinvald, supra note 6, at 679.
183Id.; see Rosenblatt, supra note 167, at 8–12 (“[F]irms may brush [shaming attempts] off if they don’t perceive

the ‘public’ as significant enough to affect profits.”).
184Grinvald, supra note 6, at 680–81.
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proper. If actual trademark infringement exists, it is the small business’s duty
to comply. Overzealous shaming that attempts to expand the rights of the small
business would lower the credibility of the business in the community and cre-
ate a negative social perception around trademark shaming.

C. Corporate and Professional Responsibility

While small businesses recognize their legal rights in the light of unfair trade-
mark enforcement, large companies should engage in corporate social respon-
sibility. The goodwill a large company builds into its trademarks is not only
beneficial formarketing innovations and economic opportunity, but also for the
wellbeing of its consumers.185 After all, the blanket policy rationale for trade-
mark law is to protect consumers from fraud. If large companies are able to
engage in corporate social responsibility for its consumers and its innovations,
they should also extend this responsibility to its competitors.

In order to effectuate healthy competition, large companies should offer
other options to alleged trademark infringers, “such as a co-existence agree-
ment, a licensing agreement, or mediation.”186 If large companies that own
famous trademarks can be inspired to consider the plight of the economically
disadvantaged, the social good the companies bring would benefit their trade-
marks’ statuses in likelihood of confusion or dilution claims.187 Mindfulness of
the ethical implications in trademark lawwould serve a top-down effect, inspir-
ing good competition and business practices in mid-size and small businesses
and socially beneficial behaviors in consumers.188 The consumers’ abilities to
associate ethical and economic considerations with brands would create space
to critically ponder and evaluate social issues.189

As legal representatives of large corporations, in-house counsel should be
mindful of their ethical obligations in practice. Counsel should encourage le-
gal integrity before sending abusive cease and desist letters.190 Over-enforcing
rights could subject counsel to sanctions for bringing a frivolous lawsuit.191 The
clear limitation is cease and desist letters exist outside the judicial system, so
Rule 11 for sanctions only applies once litigation occurs.192 Attorneys, how-
ever, have a duty to create an understanding that although the rules are vague
as to application, the rules should prohibit abusive cease and desist letters and
unnecessary trademark policing.193

185SeeMargaret Chon, Trademark Goodwill as a Public Good: Brands and Innovations in Corporate Social Responsibility,
21 Lewis & Clark L. Rev. 277, 282 (2017).
186Grinvald, supra note 6, at 646.
187Haochen Sun, Living Together in One Civilized World; How Luxury Companies and Consumers Can Fulfill Their

Ethical Responsibilities to the Poor, 47 U.C. Davis L. Rev. 547, 565 (2013).
188Id. at 576.
189Id. at 577.
190Grinvald, supra note 83, at 438; Model Rules of Prof’l Conduct r. 3.1 (2013) (“A lawyer shall not bring or

defend a proceeding, or assert or controvert an issue therein, unless there is a basis in law and fact for doing so
that is not frivolous, which includes a good faith argument for an extension, modification, or reversal of existing
law.”).
191Fed. R. Civ. P. 11.
192Grinvald, supra note 83, at 439.
193Id.
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D. Supporting Small Businesses

The seemingly simple solution to help minimize trouble for small businesses is
educational outreach.194 Making “knowyour intellectual property rights” pan-
els and resources widely available and tailored for small businesses will dis-
seminate trademark basics, such as legal trademark jargon, foreseeable kinks
in the registration process, and what to do after receiving a cease and desist
letter. Normalizing early-stage business strategies for trademarks, including
name selection and registration, can significantly help reduce future risks.195
Attorneys should prioritize cutting down costs for small businesses, such as
helping select a highly distinctive mark to optimize protection and minimize
risk of litigation.196

Pro bono services encourage businesses to seek appropriate legal help. In
the case of Monster’s trademark infringement claim against MonsterFishKeep-
ers, the applicant sought assistance from Suffolk University Law School’s Intel-
lectual Property & Entrepreneurship Clinic, where students fought the energy
drink conglomerate and eventually won.197 The TTAB rejected Monster’s op-
position to MonsterFishKeepers’s trademark registration.198

Another approach is to enlighten business owners about cases where small
businesses like themwent after large companies or fought back against unmer-
itorious trademark infringement claims. Recent reports of trademark cases in-
clude the Unicorn Frappuccino,199 Food for Thought (Chipotle and Huffington
Post’s joint food blog),200 and ViceVersa’s dispute with Vice Media.201 The one
caveat is because many of these infringement cases settle, conclusive evidence
of lawsuit success is difficult to demonstrate.

In Dreamwerks Production Group v. SKG Studio, a small Florida company,
whose trademark registration for Dreamwerks preceded that of entertainment
colossus DreamWorks by four years, brought a trademark infringement suit
based on actual consumer confusion.202 Following a likelihood of confusion
analysis using the Sleekcraft factors,203 the court reversed the lower court’s hold-
ing that Dreamwerks failed to state a claim and thus could not overcome a mo-
194Leah Chan Grinvald, Resolving the IP Disconnect for Small Businesses, 95 Marq. L. Rev. 1491, 1548 (2012).
195Herdrich, supra note 88, at 170.
196Id. at 157.
197Harwell, supra note 121.
198Id.
199See Starbucks Unicorn Frappuccino slammed by lawsuit, CBS News (May 5, 2017, 11:32 AM),

https://www.cbsnews.com/news/starbucks-unicorn-frappuccino-slammed-by-lawsuit/ (reporting Brooklyn
café The End’s lawsuit against Starbucks’s Unicorn Frappuccino for infringing its Unicorn Latte, which The End
submitted for trademark registration in January 2017).
200See A David vs. Goliath Tale of Trademark Infringement: Did Huffington Post and Chipotle Deliberately Use

a Trademarked Name?, Food For Thought, https://foodforthought.net/a-david-vs-goliath-tale-of-trademark-
infringement-did-huffington-post-and-chipotle-deliberately-use-a-trademarked-name/ (last visited Nov. 6,
2017) (describing “a new blog launched . . . on the Huffington Post site that uses the same name, and a strikingly
similar logo, as [Timothy] Young’s Food for Thought”).
201See Kandel, supra note 93.
202See 142 F.3d 1127, 1129 (9th Cir. 1998).
203First used in AMF Inc. v. Sleekcraft Boats, 599 F.2d 341, 348–49 (9th Cir. 1979), these factors are: (1) strength

of the mark; (2) proximity or relatedness of the goods; (3) similarity of sight, sound, and meaning; (4) evidence
of actual confusion; (5) marketing channels; (6) type of goods and purchaser care; (7) intent; and (8) likelihood
of expansion.
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tion for summary judgment.204 The Ninth Circuit Court of Appeals refused to
acknowledge DreamWorks as the entertainment colossus it is, instead chiding
the company’s counsel for not conducting a diligent search of the mark, which
would have revealed that the registration for Dreamwerks existed.205

Informing small businesses they are able to assert their rights and are enti-
tled to fair judgment is a surefire step to give small businesses the confidence
they need to appreciate the power a trademark registration holds.

CONCLUSION

Modern day trademark law is rife with defects that continue to disadvantage
marginalized groups. A system meant to protect consumers has become a
turf war of possessory rights, where large companies employ their financial
resources to suppress those who cannot afford to maintain these rights. How-
ever, trademark law should apply equally to all businesses and rightsholders
because the law should protect intellectual property interests regardless of eco-
nomic disposition. In our free-flowing marketplace, respect for other rightsh-
olders ensures trademark law returns to the basic concept of protecting con-
sumers from fraud and counterfeit. Economic opportunity, while important,
should come second to promoting good business practices in the marketplace.
Scaling back the rights and emphasizing trademark law’s holistic goals is the
only way to equalize the playing field, whether a small business or a large com-
pany, marginalized or not.

204Dreamwerks, 142 F.3d at 1129.
205Id. at 1132.
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I. INTRODUCTION

The Fourteenth Amendment provides that “No State shall . . . deprive any per-
son of . . . property without due process of law”1 and has been interpreted to
incorporate the Takings Clause of the Fifth Amendment:2 “nor shall private

1U.S. Const., Amend. XIV.
2See, e.g., Chi., Burlington & Quincy R.R. Co. v. City of Chicago, 166 U.S. 226, 241 (1897).
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property be taken for public use, without just compensation.”3 Collectively,
the Fourteenth Amendment and the Takings Clause, prohibit a state from de-
priving property owners of all economically beneficial use of their property
without providing compensation for that deprivation.4

A patent “confers upon the patentee an exclusive property in the patented
inventionwhich cannot be appropriated or used by the government itself, with-
out just compensation, any more that it can appropriate or use without com-
pensation land which has been patented to a private purchaser.”5 Patent rights
“fall squarely within both classical and judicial definitions of protectable prop-
erty” that may be taken.6 This is largely because the right to exclude others
concomitant with patent rights is “one of the most essential sticks in the bun-
dle of rights that are commonly characterized as property.”7 When a sovereign
owns an invalid patent or a patent to which it is not entitled, it has the right to
exclude all others, even those who are the rightful owner of the patent or those
who developed the prior art that would render the patent invalid, from prac-
ticing the claimed innovation. Other parties are also precluded from obtaining
patent rights for the subject matter encompassed in the sovereign patent. The
state has effectively appropriated from those parties the entire bundle of exclu-
sionary rights conferred by a patent.

Yet, sovereign entities are able to assert immunity from federal actions chal-
lenging the validity or inventorship of the patent. The doctrine of sovereign
immunity is embodied in the Eleventh Amendment: “The Judicial power of
the United States shall not be construed to extend to any suit in law or equity,
commenced or prosecuted against one of the United States by Citizens of an-
other State, or by Citizens or Subjects of any Foreign State.”8 The Eleventh
Amendment has consistently been held to prohibit any suit against an uncon-
senting sovereign in federal courts9 or in administrative proceedings that are

3U.S. Const., Amend. XIV.
4See Lucas v. S.C. Coastal Council, 505 U.S. 1003, 1017, 1030 (1992).
5Horne v. Dep’t of Agric., 576 U.S. ___, No. 14-275, slip op. 6 (June 22, 2015) (quoting James v. Campbell, 104

U.S. 356, 358 (1882)).
6Paltex Corp. v. Mossinghoff, 758 F.2d 594, 599 (Fed. Cir. 1985).
7Kaiser Aetna v. United States, 444 U.S. 164, 176 (1979).
8U.S. Const., Amend. XI. The Eleventh Amendment was ratified in 1789 in response to Chisolm v. Georgia,

wherein the Supreme Court held that Georgia was not immune from suit brought by two South Carolinians, in
federal court, to recover a debt. 2 U.S. (2 Dall.) 419, (1793). The Chisholm court interpreted the language of Article
III, § 2 of the constitution to expressly allow the suit to proceed in federal court because it was one “between a
state and citizens of another state.” Id. at 432. “[Chisholm] created such a shock of surprise throughout the
country that, at the first meeting of congress thereafter, the eleventh amendment to the constitution was almost
unanimously proposed, and was in due course adopted . . . .” Hans v. Louisiana, 134 U.S. 1, 11 (1890).

9E.g., In Re State of New York, 256 U.S. 490, (1921) (“[I]t has become established by repeated decision of
this court that the entire judicial power . . . does not embrace authority to entertain a suit brought by private
parties against a state without consent given . . . .”). There are at least two additional theories for interpreting
the Eleventh Amendment that are not as broad as this “official theory.” See generally Erwin Chemerinsky, State
Sovereignty and Federal Court Power: The Eleventh Amendment after Pennhurst v. Halderman, 12 Hastings Const. L.
Q. 647–52 (discussing three theories of interpreting the Eleventh Amendment). The first is the “literal theory,”
which argues that the states relinquished their sovereigntywhen joining the union and the EleventhAmendment
contains the only circumstances under which a state is immune, namely when the case is brought by a non-state
citizen. See, e.g., Employees of Dep’t of Pub. Health & Welfare v. Dep’t of Pub. Health & Welfare, 411 U.S. 279,
313 (1973) (Brennan, J., dissenting). The second, and the one the author happens to agree with, is the “diversity
theory,” which states that sovereign immunity does not bar suits for which federal jurisdiction is based on an
issue of federal law but prohibits cases premised on diversity jurisdiction. See, e.g., Atascadero State Hospital
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sufficiently similar to federal court adjudication.10 “The preeminent purpose
of state sovereign immunity is to accord States the dignity that is consistent
with their status as sovereign entities.”11 In effect, it is the state treasury that
is immune and in any suit that “is in essence one for the recovery of money
from the state, the state is the real, substantial party in interest and is entitled
to invoke its sovereign immunity.”12 This means agencies, public universities,
and other sovereign entities are able to assert immunity.13

Sovereign entities have used their immunity to avoid patent validity and in-
ventorship challenges in federal court and administrative proceedings before
the Patent and Trademark Office (PTO). When sovereign immunity is so used,
patents that might otherwise be invalidated for failure to meet statutory re-
quirements of patentability are allowed to remain in force, which stifles com-
petition and creates anticompetitive conditions contrary to general principles
of the free market economy. Even more bothersome, sovereign immunity al-
lows sovereigns to retain ownership of patent rights that would otherwise be
granted to private parties or that preclude full exploitation of a private party’s
competing patent rights. These private parties have been deprived of their
constitutionally protected patent rights in contravention of the Takings Clause
but are precluded fromobtaining constitutionallymandated just compensation
due to the use of sovereign immunity to avoid the only proceedings that can
provide those required remedies.

This Article argues that sovereign immunity should not and cannot be used
to deny access to the only sources of compensation for a party with an interest
in a sovereign-owned patent. It begins by outlining the general principles be-
hind U.S. patent law including: the requirements for obtaining a patent, how
sovereigns obtain patent rights, the ways in which an individual can challenge
the validity or inventorship of a patent, and use of sovereign immunity to avoid
such challenges. Next, this Article shows that use of immunity amounts to a
taking of property under established principles of the Takings Clause jurispru-
dence. Finally, this Article argues that states are abdicating their constitutional
duty to provide just compensation for taking property rights from individuals
by using sovereign immunity to avoid patent challenges and should be prohib-
ited from doing so because there are no alternative means for the individuals
to obtain compensation.

v. Scanlon, 473 U.S. 234, 259–63 (Brennan, Marshall, Blackmun, and Stevens, JJ., dissenting). For purposes of
this Article, it is taken as a fact that the “official theory” governs and no private party may bring a suit against a
sovereign without its consent.

10See Fed. Mar. Comm’n v. S.C. State Port Auth., 535 U.S. 743, 745 (2002).
11Id. at 760 (2002) (citing In re Ayers, 123 U.S. 443, 505 (1887)).
12Ford Motor Co. v. Dep’t of Treasury of Ind., 323 U.S. 459, 464 (1945).
13See id.
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II. THE ENTITLEMENT TO PATENT RIGHTS, THE PROCESS
OF OBTAINING THEM & THE PROCESSES FOR CHAL-
LENGING GRANTED PATENTS

A patent grants the owner “the right to exclude others from making, using,
offering for sale, or selling the invention” claimed in the patent.14 A patent
does not confer an affirmative right to practice the patented invention;15 rather,
the entire “bundle of rights” embodied in patents is “an implementation of . . .
exclusivity.”16 During the term of a patent, the patent owner may bring an
infringement action against any party who practices the exclusive patent rights
without authorization of the patent owner.17

Patents are intended to incentivize innovation by granting inventors a lim-
itedmonopoly, duringwhich the inventor can recover his or her investment that
led to the innovation.18 Monopolies granted by patent law are “at odds with
the inherent free nature of disclosed ideas — and are not to be freely given”19
but inventors are entitled to receive patent protection if they satisfy all of the re-
quirements of the patent laws.20 A “carefully crafted” system exists to balance
the “interest in motivating innovation” with the “interest in avoiding monopo-
lies that unnecessarily stifle competition.”21 Several substantive and procedu-
ral safeguards, including the statutory requirements for obtaining patent rights
and the system for challenging granted patents, ensure that unwarranted mo-
nopolies are not maintained and that ideas in the public domain remain free
for use by all.22

1435 U.S.C. § 154(a) (2012).
15See generally Vaupel Textilmaschinen KG v. Meccanica Euro Italia, SPA, 944 F.2d 870, 879 n. 4 (Fed. Cir. 1991)

(“It is elementary that a patent grants only the right to exclude others and confers no right on its holder to make,
use, or sell.”); energy Security of Am. Corp. v. United States, 86 Fed. Cl. 554, 563 (Fed. Cl. 2009) (“[P]atents
convey the right of exclusivity; they do not offer any assurance that the patentee will in fact be able to make, use,
or sell the invention.”).

16Patlex Corp. v. Mossinghoff, 758 F.2d 594, 599 (Fed. Cir. 1985).
1735 U.S.C. § 271(a); see Aro Mfg. Co. v. Convertible Top Replacement Co., 377 U.S. 476, 484 (1964) (“[I]t has

often and clearly been held that unauthorized use, without more, constitutes infringement.”).
18See Bonito Boats, Inc. v. Thunder Craft Boats, Inc., 489 U.S. 141, 150–51 (1989) (“The federal patent system . . .

embodies a carefully crafted bargain for encouraging the creation and disclosure of new, useful, and nonobvi-
ous advances in technology and design in return for the exclusive right to practice the invention for a period
of years.”). In exchange for this monopoly, the inventor must fully disclose how to make or use the patented
innovation. See 35 U.S.C. § 112. The public immediately benefits from the disclosure as they are able to learn
from and build upon the disclosed innovation. The disclosure also enables the public to practice the patented
innovation after the term of the monopoly has ended, after which the innovation is committed to the public do-
main. E.g.,Aronson v. Quick Point Pencil Co., 440 U.S. 257, 262 (1979) (“[The patent system] promotes disclosure
of inventions, to stimulate further innovation and to permit the public to practice the invention once the patent
expires . . . .”).

19Graham v. John Deere, 383 US 1, 9 (1966).
20See James v. Campbell, 104 U.S. 356, 356 (1881) (“[T]he grantee [of a patent] is entitled to it is as a matter of

right, and does not receive it . . . as a matter of grace and favor.”);
21Pfaff v. Wells Elecs., Inc., 525 U.S. 55, 63 (1998).
22See Aronson, 440 U.S. at 262 (“[T]he stringent requirements for patent protection seek to assure that ideas in

the public domain remain there for the free use of the public.”).
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A. Obtaining & Owning Patent Rights: Proving Statutory Minimum
Standards & Assigning Patent Rights

The Intellectual Property Clause23 limits Congressional power to ensure that
certain protections are incorporated into any patent system that Congress may
choose to implement:24

Congress may not authorize the issuance of patents whose effects are to
remove existent knowledge from the public domain, or to restrict free access to
materials already available. Innovation, advancement, and things which add
to the sumof useful knowledge are inherent requisites in a patent systemwhich
by constitutional command must ”promote the Progress of . . . useful Arts.”
This is the standard expressed in the Constitution and it may not be ignored.25

These constitutionally required standards are currently embodied in the
novelty and non-obviousness requirements of Sections 102 and 103 of the
patent laws.26 Section 102 prohibits granting patent rights for anything that
was previously “patented, described in a printed publication, or in public use,
on sale, or otherwise available to the public.”27 Section 103 prohibits granting
patent rights “if the differences between the claimed invention and the prior
art are such that the claimed invention as a whole would have been obvious . . .
to a person having ordinary skill in the art.”28

A party seeking a patent has the burden of proving to the United States
Patent and Trademark Office (PTO) that his or her invention is both novel
and non-obvious.29 The application process—called patent prosecution—takes
several months to complete and involves extensive negotiations between the
applicant and an examiner at the PTO through a series of office actions and re-
sponses thereto.30 If the statutoryminimums aremet, the applicant is “entitled
to a patent as amatter of right” and the PTOmust grant it.31 Granted patents are
presumed valid, but theymay be invalidated by a showing that the patent does

23The Intellectual Property Clause of the Constitution authorizes Congress “to Promote the Progress of . . .
useful Arts, by securing for limited Times to . . . Inventors the exclusive Right to their . . . Discoveries.” U.S.
Const., art. I, § 8, cl. 8.

24Graham, 383 U.S. at 5–6 (characterizing the Intellectual Property Clause as “both a grant of power and a
limitation” to the stated purpose of promoting the useful arts).

25Id.
26See 35 U.S.C. §§ 102, 103 (2012).
27Id. § 102.
28Id. § 103.
29There are a number of other requirements a party must satisfy that are not important to this Article. See, e.g.,

id. § 101, 112 (defining patentable subject matter and the disclosure requirements).
30Id. § 132(a) (“Whenever, on examination, any claim for a patent is rejected, or any objection or requirement

made, theDirector shall notify the applicant thereof, stating the reasons for such rejection, or objection or require-
ment, together with such information and references as my be useful in judging of the propriety of continuing
the prosecution of the application . . . .”); id. § 133 (allowing six months for an applicant to respond to an office
action or let the application go abandoned).

31See id. § 131 (“[T]he Director [of the USPTO] shall cause an examination to be made of the application and
the alleged new invention; and if on such examination it appears that the applicant is entitled to a patent under
the law, the Director shall issue a patent therefore.”); James v. Campbell, 104 U.S. 356, 356 (1881) (“[T]he grantee
[of a patent] is entitled to is as a matter of right, and does not receive it . . . as a matter of grace and favor.”); Tafas
v. Doll, 559 F.3d 1345, 1364 (Fed. Cir. 2009) (citing 35 U.S.C. § 102) (“[T]he applicant will be “entitled to a patent
unless” the examiner can make a prima facie case of unpatentability.”).
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not satisfy the patentability requirements or was issued to the wrong party.32
Typically, the applicant for a patent is the inventor of the claimed technol-

ogy, but entities, are allowed to file applications on behalf of inventors who are
associated with the entities.33 A patent is issued to, and initial ownership of
the patent vests in, the applicant of the patent.34 The Bayh-Dole Act autho-
rizes state entities to apply for patents derived from federally funded research,
subject to several limitations.35 If a sovereign entity files a patent application
pursuant to the Bayh-Doyle Act or on the behalf of state-employed inventors,
ownership of the patent vests in the state entity. Sovereign entities may also ob-
tain ownership by assignment. Patentees are free to license their patent rights
and if they transfer “all substantial rights” to another, they effectively assign
their entire interest in the patent.36 Sovereign employees, including profes-
sors and researchers at public universities, are often required to assign their
patent interests to their sovereign employer.37 Sovereign entities are also free
to acquire and contract for patent assignments on the open market and have
expressed more interests in doing so.38 There are several reasons a sovereign
entity may wish to acquire a patent—and why a patentee may wish to assign
his or her patent rights to a sovereign entity—but onemotivating factor may be
that patent becomes immune from validity and ownership challenges if owned
by a sovereign entity.39

B. Challenging Patents: Federal Court & PTO Procedures

“[A] patent is an exception to the general rule against monopolies and to the
right to access to a free and open market” and the public has “a paramount
interest in seeing that patent monopolies . . . are kept within their legitimate

32See 35 U.S.C. § 282; see also supra Section II.B.
33See Bayh-Dole Act, Pub. L. No 96-517 (1980).
34For applications filed prior to September 16, 2012, ownership vested in the named inventors, see Beech Aircraft

Corp. v. EDO Corp., 990 F.2d 1237, 1248 (Fed. Cir. 1993), after September 16, 2012, ownership vests in the party
who filed the patent application. See 37 C.F.R. 3.73(a) (2017).

35Bayh-Dole Act, Pub. L. No 96-517 (1980); David M. Kettner & William J. Decker, Fundamentals of Technology
Transfer & Intellectual Property Licensing, Nat’l Ass’n C. & U. Att’ys (2004).

36See 35 U.S.C. § 261 (2012); Speedplay, Inc. v. Bebop, Inc., 211 F.3d 1245, 1250 (Fed. Sit. 2000) (“A party that
has been granted all substantial rights under the patent is considered the owner regardless of how the parties
characterize the transaction that conveyed those rights.”).

37See, e.g., Chou v. Univ. of Chicago, 254 F.3d 1347, 1356–57 (Fed. Cir. 2001) (explaining that the Faculty Hand-
book of the University of Chicago obligates its employees to assign all patent rights to the University); Kettner
& Decker, supra note 35 (referencing the standard agreement that the Wisconsin Alumni Research Foundation
enters into with employees of the University of Wisconsin system).

38See generally Xechem Int’l, Inc. v. Univ. Tex. M.D. Anderson Cancer Ctr., 382 F.3d 1324, 1335 (Fed. Cir. 2004)
(Newman, J., additional views) (noting that “there is an increasing urgency” to determine the scope of sovereign
immunity in patent law “as the states enter the private competitive arena governed by the laws of intellectual
property”)

39A Native American tribe has recently been accused of using their sovereign immunity as a bargaining chip
in lucrative patent assignment and licensing deals with a pharmaceutical company. See generally Audrey A.
Millemann, Can Patent Owners Buy Sovereign Immunity?, The IP Blog (Oct. 26, 2017) https://www.theiplaw-
blog.com/2017/10/articles/patent-law/can-patent-owners-buy-sovereign-immunity/ (describing the facts of
the case). There is a bill in Congress that would abrogate tribal immunity from IPRs to curtail the effects of this
loophole. S. 1948, 115th Cong. (2017). For an analysis of the competitive harms ofmarketing sovereign immunity
see Cecilia (Yici) Cheng & Theodore T. Lee, When Patents Are Sovereigns: The Competitive Harms of Leasing Tribal
Immunity, 127 Yale L.J. F. 848 (2018), http://www.yalelawjournal.org/forum/when-patents-are-sovereigns.
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scope.”40 Allowing an entity to maintain, license, practice, and assert an in-
valid patent leads to severe anticompetitive effects; the patent owner is simul-
taneously profiting from the patentmonopoly and thwarting competition from
weary competitors.41 A patent holder is able to leverage the patent rights to
enter into licensing agreements and “the existence of an unchallenged patent
may deter others from attempting to compete with the licensee[s].”42 Owners
of invalid patents may also threaten to bring infringement actions and these
“mere threats of patent suits, due to the expense of defending such litigation,
may often prevent lawful completion.”43 The threatened party is compelled to
either enter into a licensing agreement, forego the otherwise legal action, pro-
ceed with the action and risk willfully infringing the patent, or challenge the
validity of the patent.44 Due to the economic harm resulting from the assertion
of invalid patents, ensuring that granted patents are valid has greater public
importance than protecting the patent owner’s rights or allowing the patent
owner to assert an invalid patent.45

Patents may be invalidated for failure to meet the novelty and non-
obviousness requirements or for failing to name the correct inventors.46 Only a
federal tribunal may invalidate a patent upon a showing that any of the statu-
tory requirements were not met when the patent was granted.47 Patent valid-
ity is challenged as an affirmative defense in federal court suits brought by the
patentee. There are also two primary avenues for offensively challenging the
validity or inventorship of patents: (1) declaratory judgment and correction
of inventorship actions in federal courts and (2) administrative proceedings in
front of the Patent Trial and Appeal Board (PTAB) at the PTO.

1. Actions in Federal Court

Federal courts have exclusive jurisdiction for “action[s] arising under” the
patent laws.48 A case arises under the patent laws when whenever patent law
is the source of the cause of action or the plaintiff’s “right to relief necessarily
depends upon resolution of a substantial question of patent law.”49 Questions
of patent validity or inventorship necessarily depend upon a question of patent

40Precision Instruments. Mfg. Co., Auto. Maint. Mach. Co., 324 U.S. 806, 816 (1945).
41See Blonder-Tongue Labs., Inc. v. Univ. Ill. Found., 402 U.S. 313, 343 (1971).
42Lear, Inc. v. Adkins, 395 U.S. 653, 669 (1969).
43Cover v. Schwarts, 133 F.2d 541, 545 (2d Cir. 1943).
44See Prima Tek II, LLC v. Polypap SARL, 412 F.3d 1284, 1289 (Fed. Cir. 2005) (“[I]f an invalid patent is issued,

competitorsmay be deterred from challenging it by the substantial cost of litigation. Even if a successful challenge
is brought, competition may be suppressed during the pendency of the litigation.”).

45See, e.g., Sinclair & Carroll Co. v. Interchemical Corp., 325 U.S. 327, 330 (1945) (noting that as between in-
fringement and validity, “validity has the greater public importance” and that the “better practice [is to] inquir[e]
fully into the validity of [the asserted] patent”).

46See, e.g., Trovan, Ltd. v. Sokymat Sa Irori, 299 F.3d 1292, 1301 (Fed. Cir. 2002) (“A patent is invalid if more or
less than the true inventors are named.”).

47Bates v. Coe, 98 U.S. 31, 48 (1878) (“[T]he only authority for attacking the originality or validity of the patent
is that given in the act of Congress, and consequently the attack must be made in the mode the Patent Act
prescribes.”).

4828 U.S.C. § 1338(a) (2012).
49Christianson v. Colt Indust. Operating Corp., 486 U.S. 800, 808–09 (1988).



VOL 100, NO 4 Hansen 627

law.50 As such, federal courts have exclusive jurisdiction over these issues.51
If charged with infringement, a party may raise the affirmative defense of

patent invalidity.52 By initiating suit in federal court, a sovereign entity waives
immunity for the invalidity challenge because the defense is compulsory: any
sovereign initiating an infringement action would expect to face an invalidity
challenge.53 The waiver of immunity allows defendants to challenge the valid-
ity of the patent; however, it leaves them at a significant strategic disadvantage
with no guarantee that the issuewill actually be resolved. First, the casemay be
resolved on other grounds or settle before reaching the invalidity issue, which
is particularly troubling if the result of the settlement is a licensing agreement
that allows the sovereign to maintain and profit from the invalid patent.54 Sec-
ond, a consequence of the compulsory nature of the affirmative defense is that
if defendants fail to raise it, they effectively waive their right to do so and are
precluded from challenging the validity or inventorship of the patent.55 Third,
the waiver of immunity is limited to the specific case brought by the sovereign
and to the forum in which the sovereign brought the infringement action —
defendants are unable to choose the jurisdiction in which the invalidity issue
will be litigated or the timing of the litigation.56 Each of these strategic dis-
advantages may lead to inequity and the “anomalous” result of allowing the
sovereign to maintain a patent that does not comply with the requirements of
the Patent Act.57

The Declaratory Judgment Act allows a party that might be charged with
infringement to avoid these strategic disadvantages by bringing an offensive
action to preemptively challenge the validity of a patent.58 Declaratory judge-
ment actions are intended “to enable a personwho is reasonably at legal risk . . .
to obtain judicial resolution of [an unresolved] dispute without having to await
the commencement of legal action by the other side.”59 The interested party

50SeeCrownDie&ToolCo. v. NyeTool&Mach. Works, 261U.S. 24, 33 (1923) (“[T]he validity of the assignment
of a patent . . . is a question arising under the patent laws because it depends upon their construction . . . .”).

51E.g., id.; see infra Section IV.A.2. (explaining that state court lack the authority to invalidate a patent or change
inventorship thereof).

5235 U.S.C. § 282(b)(2) (2012) (“The following shall be defenses in any action involving the validity or infringe-
ment of a patent and shall be pleaded: . . . Invalidity of the patent or any claim in suit on any ground . . . .”); see,
e.g., Optivus Tech., Inv. V. Ion Beam Applications S.A., 469 F.3d 978, 991 (Fed. Cir. 2006) (“Having affirmed the
judgement of invalidity, we need not address the judgement of non-infringement.”).

53See, e.g., Regents Univ. N.M. v. Knight, 321 F.3d 1111, 1125–26 (Fed. Cir. 2003) (“[W]hen a state files suit
in federal court to enforce its claims to certain patents, the state shall be considered to have consented to have
litigated in the same forum all compulsory counterclaims . . . .”).

54See, e.g., Solomon Tech., Inc. v. Int’l Trade Comm’n, 524 F.3d 1310, 1319–20 (Fed. Cir. 2008) (noting that
the validity issue would not be reached if the case is determined on other issues). See also supra notes 40–44 and
accompanying text.

55See Electric Storage Battery Co. v. Shimadzu, 307 U.S. 5, 16–17 (1939).
56Biomedical Patent Mgmt Corp. v. Cal. Dep’t of Health Servs., 505 F.3d 1328, 1329–30 (Fed. Cir. 2007)

(“[A] States’s waiver of immunity as to the subject matter of a lawsuit does not, by itself, constitute a waiver of
immunity in any future lawsuit involving that subject matter.”); Regents Univ. N.M. v. Knight, 321 F.3d 1111,
1125–26 (Fed. Cir. 2003) (noting that a state consents to litigation “in the same forum” when it brings an action
to assert a patent).

57See Blonder-Tongue Labs. Inc. v. Univ. Ill. Found., 402 U.S. 313, 343 (1971) (“A patent yielding returns for a
device that fails to meet the congressionally imposed criteria of patentability is anomalous.”).

58See 28 U.S.C. § 2201(a) (2012).
59BP Chems. Ltd. v. Union Carbide Corp., 4 F.3d 975, 977 (Fed. Cir. 1993).
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need only prove that he or she has standing under the Article III case or con-
troversy standard.60 Declaratory judgement actions serve the purpose and un-
derlying policies of the patent act by allowing parties to challenge the validity
of patents without first having to risk infringement of the patent.61 If a par-
ties could not bring a declaratory judgment action, they would have to know-
ingly infringe the patent and risk being liable for treble damages for willfully
infringing the patent.62 Patent owners could avoid litigating the validity of
their patents by never initiating an infringement suit while simultaneously us-
ing their patent rights to threaten infringement, leverage licensing deals from
competitors, or otherwise hinder competition with invalid patents.63 For this
reason, “declaratory judgments play a special role in patent cases”64 and are
“construed with liberality in the patent field.”65

Another means to offensively challenge a patent is to bring an inventorship
challenge in federal court against a patent owner. Section 256 of the Patent Act
allows a party who believes he or shewas improperly not named as an inventor
in an issued patent to bring in action in federal court to correct inventorship.66
The court is empowered to order correction of inventorship with clear and con-
vincing evidence that one or more inventors was omitted.67 If it is shown that
inventorship in incorrect but a correction is unavailable, the court may invali-
date the patent.68

Adeclaratory judgement action or an inventorship action under Section 256
may be brought in any district court with personal jurisdiction over the patent
owner.69 The party against whom the challenge must be brought, the “neces-
sary” party, is the one who owns “all substantial rights and interests” in the
patent — i.e., the original patentees or their assignees.70 There may be mul-

60See, e.g., Teva Pharm. USA, Inc. v. Novartis Pharm. Corp., 482 F.3d 1330, 1340 (Fed. Cir. 2007) (“The question
in this case is whether Teva has a justiciable controversy within Article III, which is the only limitation on our
jurisdiction under theDeclaratory JudgementAct.”). In the patent context, the standing requirement ismetwhen
the patentee has taken some steps to enforce, or has threatened to enforce, its patent rights against the other party.
Id.

61See id. at 1336 n.2.
62See 35 U.S.C. § 284 (2012) (authorizing an “increase [of] damages up to three times the amount found or

assessed” for willful infringement); Medimmune, Inc. v. Genentech, Inc., 549 U.S. 118, 134 (2007) (holding that
requiring a party to “risk treble damages . . . before seeking a declaration of its actively contested legal rights
finds no support in Article III”).

63See supra Section IV.C.1.; see also Teva Pharm., at 1336, n.2 (“Before the declaratory judgment provisions, com-
petitors were ‘victimized’ by patent owners who engaged in ‘extrajudicial patent enforcement with scare-the-
customer-and-run tactics that infected the competitive environment of the business community with uncertainty
and insecurity’ and that rendered competitors ‘helpless and immobile so long as the patent owner refused to
sue.’”) (internal citations and alterations omitted).

64Interdynamics, Inc. v. Firma Wolf, 698 F.2d 157, 165 (3d Cir. 1983).
65Wembley, Inc. v. Superba Cravats, Inc., 315 F.2d 87,89 (2d Cir. 2963).
6635 U.S.C. § 256 (2012).
67See Xechem Int’l, Inc. v. Univ. Tex. M.D. Anderson Cancer Ctr., 382 F.3d 1324, 1329–30 (Fed. Cir. 2004).
68See C.R. Bard, Inc. v. M3 Sys., Inc., 157 F.3d 1340, 1353 (Fed. Cir. 1998).
69See Delano Farms Co. v. Cal. Table Grape Comm’n, 655 F.3d 1337, 1342 (Fed. Cir. 2011). The personal

jurisdiction requirements in patent law are the same as for any other case or controversy, Avocent Huntsville Corp.
v. Aten Intern’l Co., 551 F.3d 1324, 1332 (Fed. Cir. 2008), and is assumed to exist in at least one jurisdiction for the
purposes of this article.

70See Delano Farms, 655 F.3d at 1342 (explaining that the proper party is the patentee, but when the patentee
assigns all substantial rights, the patentee assignor is “no longer treated as the owner” and the assignee is the
proper party to assert and defend patent suits); Enzo APA & Son, Inc. v. Geapag A.G., 134 F.3d 1090, 1093 (Fed.
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tiple necessary parties, in which case, a suit may proceed against any one of
them unless the excluded party is an indispensable party.71 If the indispens-
able party cannot be included in the litigation, the case must be dismissed.72
When a sovereign owns or has been assigned a patent, courts have routinely
held that the sovereign might “lose all rights in its patents” in the litigation
and is therefore a necessary and indispensable party.73 For this reason, when a
sovereign asserts immunity in a declaratory judgement or inventorship action,
the case is dismissed.74

2. Actions at the PTO

Post-grant patent challenges at the PTO are “the new frontier of patent litiga-
tion.”75 Beginning in 2012, individuals could petition the PTO to challenge
granted patents on the basis of novelty or nonobviousness in proceedings
called inter partes review (IPR).76 The traditional standing requirements that
limit a party’s ability to bring a suit in federal court do not apply in IPRs be-
cause they are not Article III tribunals and IPRs were created with the intent of
more freely allowing parties to challenge issued patents.77 An IPR can be filed
by anyone “who is not the owner of the patent”78 provided that party “iden-
tifies all real parties in interest” and pleads with particularity “the grounds
on which the challenge to each [patent] claim is based, and the evidence that
supports the grounds for the challenge to each claim.”79

The PTO reviews the petition and will institute the IPR if “there is a reason-
able likelihood that the petitioner would prevail with respect to at least 1 of the
challenged claims.”80 The burden of proving invalidity is reduced in IPRs as
compared to federal court litigation; the challenger need only prove invalidity
in IPR by a preponderance of the evidence whereas in federal court the chal-
lenger must prove invalidity by clear and convincing evidence.81 The PTAB

Cir. 1998); Keranos, LLC v. Analog Devices, Inc., Nos. 2:10-cv-207, 2:11-cv-331, 2012 WL 12716356, at *2 (E.D.
Tex. Sept. 28, 2012) (“[T]he assignor could not sue for infringement of the patent, nor can the assignor be made
to defend a declaratory judgment claim related to the assigned patent.”).

71See Fed.R.Civ.Pro. 19(b) (setting out the factors for determining whether a party is indispensable); see also
supra Section IV.B.1.

72See generally A123 Sys., Inc. v. Hydro-Quebec, 626 F.3d 1213, 1222 (Fed. Cir. 2010) (dismissing a case against
a university patent owner because the university was both necessary and indispensable but could not be joined
due to sovereign immunity).

73Id. at 1221; accord Delano Farms, 655 F.3d at 1341–43 (finding that the USDA as patent owner was an indis-
pensable party but allowing joinder because the Administrative Procedures Act waives immunity for federal
administrative agencies).

74See supra Section IV.B.1.
75Ethicon Endo-Surgery, Inc. v. Covidien LP, 812 F.3d 1023, 1037 (Fed. Cir. 2016) (Newman, J., dissenting).
76See 35 U.S.C. § 311(b) (2012); Leahy-Smith America Invents Act, Pub. L. No. 122–29, 125 Stat. 299, Ch. 31

(2011).
77See Cuozzo Speed Tech., LLC v. Lee, 136 S.Ct. 2131, 2143–44 (2016) (“Parties that initiate the proceeding

need not have a concrete stake in the outcome; indeed, they may lack constitutional standing.”); see also 37 C.F.R.
§ 42.104 (2017).

7835 U.S.C. § 311(a).
79Id. § 312.
80Id. § 314(a). Neither party can appeal the PTAB’s decision to institute or forego instituting an IPR. Id.

§ 314(d); In re Cuozzo Speed Techs., 793 F.3d 1268, 1273–74 (Fed. Cir. 2015) (holding that a patent owner cannot
appeal the decision to institute, even after final decision).

81Cuozzo Speed, 136 S.Ct. at 2144.
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“shall issue a final written decision” as to the patentability of any challenged
claim within one year of institution82 and the patent owner may either appeal
the decision to the Federal Circuit or, if no appeal is taken, the claims shall be
cancelled if found to be invalid.83

The underlying purpose of IPR proceedings are to “improve patent qual-
ity and restore confidence” in the U.S. patent system.84 Despite being an ad-
ministrative proceeding, Congress stressed that IPRs are intended to be “adju-
dicative proceeding[s]” and not merely a continuation of examination.85 IPRs
are an adversarial alternative to federal court litigation and provide an av-
enue for challenging patents that is arguably less burdensome on challengers
than federal court litigation.86 The lower burden reflects a Congressional pol-
icy choice that the experts at the PTO are well suited to determine the ulti-
mate question underlying patent validity challenges—whether the PTO prop-
erly granted the patent in the first instance.87 It also reflects a policy deter-
mination that one need not risk infringement in order to obtain standing to
challenge a patent,88 giving preference instead to the public importance of en-
suring granted patents are valid and eliminating the adverse economic effects
that unwarranted patents have on innovation.89

C. Use of Sovereign Immunity in Patent Challenging Procedures

Despite the public importance of ensuring that issued patents are valid,
“sovereign immunity reigns supreme” in patent validity and inventorship chal-
lenges.90 The Federal Circuit recently confirmed that sovereign immunity may
be used to avoid an inventorship challenge.91 In Ali v. Carnegie Institution of
Washington, Mussa Ali alleged that he made a “critical contribution” to a gene
inhibition method that led to five patents for the University of Massachusetts
and the Carnegie Institute of Washington and a Nobel Peace Prize in Medicine
for two of the inventors.92 The District Court of Oregon found that the Univer-

8235 U.S.C. § 316(a)(11); 37 C.F.R. § 42.101(c) (“An [IPR] proceeding shall be administered such that pendency
before the Board after institution is normally no more than one year. The time can be extended up to six months
for good cause by the Chief Administrative Patent Judge, or adjusted by the Board in the case of joinder.”).

83See 35 U.S.C. §§ 318, 319
84H.R. Rep. No. 112-98, at 48 (2011).
85Id. at 46–47 (2011) (“The [America Invents] Act converts inter partes reexamination from an examinational

to an adjudicative proceeding, and renames the proceeding ‘inter partes review.’”).
86See id. at 165 (2011) (characterizing IPR proceedings as “a viable, efficient alternative to litigation for weeding

out bad patents”).
87See MCM Portfolio LLC v. Hewlett-Packard, 812 F.3d 1284, 1291 (Fed. Cir. 2015) (citing Paltex Corp. v.

Mossinghoff, 758 F.2d 594, 604 (Fed. Cir. 1985)).
88H.R. Rep. No. 112-98, at 45 (noting that an issue with inter partes reexamination was that parties did not see

it as valuable so they would opt to risk infringement in order to challenge the patent in federal court instead of
through the PTO proceeding).

89See Cuozzo Speed, 136 S.Ct. at 2155 (Alito & Sotomayor, JJ., concurring-in-part, dissenting-in-part) (noting
that IPRs have “a leading role in combating the detrimental effect that bad patents can have on innovation”).

90See Ali v. Carnegie Inst. Wash., 684 Fed. App’x. 985, 989 (Fed. Cir. 2017).
91See id. (affirming a dismissal of a correction of inventorship claim under Section 256 against a sovereign

patent owner).
92Id. at 992. The five patents at issue all list the same eight inventors and all but one are assigned to both

Carnegie and the University of Massachusetts, the oldest patent is assigned solely to Carnegie. Compare U.S.
Patent No. 6,506,559 (filed Dec. 18, 1998) (listing Carnegie as the sole assignee, the oldest patent) withU.S. Patent
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sity of Massachusetts was entitled to sovereign immunity from the inventor-
ship challenge.93 The Federal Circuit affirmed and dismissed the case, finding
no indication that theUniversity hadwaived immunity or otherwise consented
to suit in federal court.94

The Federal Circuit has also recognized that it is appropriate to dismissed
declaratory judgment cases challenging the validity of a sovereign patent.95
District Courts have followed suit, routinely dismissing invalidity challenges
against a sovereign patent.96 It is clear that sovereign entities retain broad im-
munity from patent validity challenges in federal court absent a waiver of im-
munity.97

Recent decision from the PTO have likewise held that sovereign entities
are immune from invalidity challenges at the PTAB. The first of which, Co-
vidien LP v. University of Florida Research Foundation Inc., issued last year and
found that the similarities between judicial litigation and IPR proceedings are
“sufficient to implicate the immunity afforded to the States by the Eleventh
Amendment.”98 The PTAB has since consistently recognized the availability of
sovereign immunity to avoid patent invalid challenges in IPRs.99 The Supreme
Court recently upheld the constitutionality of IPR proceedings100 and clarified

No. 8,283,329 (filed Sept. 28, 2007) (listing both Carnegie and UMass as assignee, the newest patent).
93Ali v. Carnegie Inst. Wash., 967 F. Supp. 2d 1367, 1371, 1379 (D. Or. 2013).
94Ali, 684 Fed. App’x at 992.
95See, e.g., A123 Sys. Inc. v. Hydro-Quebec, 626 F.3d 1213, 1219–20 (Fed. Cir. 2010) (dismissing a case seeking

a declaration that the patent was invalid and not infringed); Tegic Commc’ns Corp. v. Bd. Regents U. Tex. Sys.,
458 F.3d 1335, 1344–45 (Fed. Cir. 2006) (dismissing a case seeking a declaration that the patent was invalid and
unenforceable). Accord Delano Farms Co. v. Cal. Table Grape Comm’n, 655 F.3d 1337, 1342 (Fed. Cir. 2011)
(allowing a validity challenge to proceed only because the federal government has waived immunity in patent
cases). See supra IV.B.3.

96SeeUniv. Fla. Research Found. v. Medtronic, Inc., No. 1:16CV183-MW/GRJ, 2016WL 3869877, at *4–6 (N.D.
Fla. July 15, 2016) (dismissing an invalidity challenge to a patent owned by the University); Cyanotech Corp. v.
U.S. Nutraceuticals, LLC, No. 12-00352 JMS-RLP, 2013 WL 504862, at *5–7 (D. Haw. Feb. 7, 2013) (holding that
the sovereign patentee is an indispensable party to the invalidity litigation and dismissing based on sovereign
immunity).

97A123 Sys. Inc., 626 F.3d 1219–20 (noting that an invalidity case could proceed if the sovereign waived its
immunity in any way); see also supra Section IV.B.3. (discussing waiver of immunity).

98Covidien LP v. Univ. Fls. Research Found., No. IPR2016-01274 to -01276, 2017 WL 401509, at *11 (P.T.A.B.
Jan. 25, 2017). Courts look at several factors to determine whether the administrative proceeding is sufficiently
adjudicative, including: (1) whether administrative law judges have similar powers and responsibilities as Ar-
ticle III judges; (2) whether the administrative proceeding uses the Federal Rules of Evidence and the Federal
Rules of Civil Procedure or similar rules; (3) whether the discover, motions practice, and other procedures are
analogous to federal court proceedings; and (4) whether the administrative proceedings may impose judicial
remedies on the parties. Fed. Mar. Comm’n v. S.C. State Port Auth., 535 U.S. 743, 756–60 (2002). The PTAB
cited the adversarial nature of IPRs, their use of the Federal Rules of Evidence, and the similarities between the
pleadings, motions, and discovery practices in IPRs and civil litigation as supporting recognizing immunity in
the administrative proceeding. Covidien LP, 2017 WL 401509. at *8–10.

99See Ericsson Inc. v. Regents Univ. Minn., Nos. IPR2017-01186, -01197, -01200, 01214, -01219, 2017 WL
6517563, at *3 (P.T.A.B. Dec. 19, 2017) (recognizing the availability of immunity but finding waiver); LSI Corp. v.
Regents Univ. Minn., No. IPR2017-01068, 2017 WL 6517562, at *3 (P.T.A.B. Dec. 19, 2017) (recognizing the avail-
ability of immunity but finding waiver); Reactive Surfaces LTD v. Toyota Motor Corp., No. IPR2016-01914, 2017
WL 2992429, at *6 (P.T.A.B. July 13, 2017) (recognizing the ability of immunity but allowing the case to proceed
against a non-sovereign patentee who could adequately represent the interest of the sovereign). But see Mylan
Pharma. V. St. Regis Mohawk Tribe, Nos. IPR2016-01127 to -01132, Paper No. 129, at 16 (P.T.A.B. Feb. 23, 2018)
(breaking with the Covidien decision and finding that Native American tribes are not entitled to immunity from
IPRs).
100Oil States Energy Servs., LLC v. Greene’s Energy Grp., LLC, No. 16-712, 2018 WL 1914662, at *10–11 (U.S.

Apr. 24, 2018).
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that an IPR must be instituted for all patent claims challenged in an IPR peti-
tion.101 These decisions do not have a direct effect on sovereign immunity at
the PTAB, but are likely to spur litigation about the issue.102

III. USING SOVEREIGN IMMUNITY TO AVOID PATENT VA-
LIDITY & OWNERSHIP CHALLENGES AMOUNTS TO A
TAKING OF THE PATENT RIGHTS

When a sovereign entity owns a patent to which an individual is entitled, it
effectively precludes that individual from obtaining ownership of the patent.
Sovereign ownership of an invalid patent also harms those with patents on
related subject matter who are not able to exploit them due to the monopoly
improperly granted to the sovereign. The harm caused to these groups—those
with direct interest in the subject matter of the sovereign patent and those with
competing interest in other patents—may have a viable takings claim against
the sovereign, for which compensation is constitutionally required. This sec-
tion addresses the status of patent rights as constitutionally protected property
and whether sovereign ownership of invalid patents amounts to either a per se
or a regulatory a taking.

A. Patent Rights and the Entitlement Thereto Are Constitutionally Pro-
tected Property

There can be no unconstitutional taking unless there is a protected interest that
“is within the Fourteenth Amendment’s protection of liberty and property.”103
“It is beyond reasonable doubt that patents are property.”104 “[T]he right to ex-
clude others is central to the very definition of the property interest” vested by a
101SAS Inst. Inc. v. Iancu, No. 16-696, 2018 WL 1914661, at *2 (U.S. Apr. 24, 2018).
102In both cases, the Supreme Court characterized IPR proceeding as one brought by the government against

the patentee rather than one brought by a private party, which might be an independent basis for finding no en-
titlement to immunity. See Oil States, 2018WL 1914662, at *10 n.5 (“[I]nter partes review is not initiated by private
parties in the way that a common-law cause of action is. To be sure, a private party files the petition for review.
But the decision to institute review is made by the Director and committed to his unreviewable discretion.”);
SAS Inst. Inc., 2018WL 1914661, at *3, *5 (explaining that it is ultimately the Director who determines whether to
initiate an IPR proceeding but a private petitioner “defines[s] the contours of the proceeding”); Alden v. Maine,
527 U.S. 706, 755–56 (1999) (explaining that sovereign immunity does not extend to actions brought by the federal
government). Presumably IPR proceedingswill be easier to institute—now requiring a showing that petitioner is
likely to succeed on any one claim rather than requiring a claim by claim determination of the likelihood of suc-
cess—so there may be more IPR petitions and more assertions of immunity therefrom. See Gene Quinn & Renee
C. Quinn, SAS: When the Patent Office Instituted IPR it Must Decide Patentability of All Challenged Claims, IPWatchdog
(Apr. 25, 2018) http://www.ipwatchdog.com/2018/04/25/sas-patent-office-institutes-ipr/id=96297/.
103Bd. Regents State Colls. v. Roth, 408 U.S. 564, 570–71 (1972).
104Paltex Corp. v. Mossinghoff, 758 F.2d 594, 599 (Fed. Cir. 1985) (“[W]ewould not belabor the point that patent

property rights . . . fall squarely within both classical and judicial definitions of protectable [sic] property.”). See
also 35 U.S.C. § 261 (2012) (“[P]atents shall have the attributes of personal property . . . .”); Cascades Projection
LLC v. Epson Am., Inc., 864 F.3d 1309, 1310 (Fed. Cir. 2017) (Newman, J., concurring) (“There is no doubt that a
patent is a property right, with the attributes of personal property.”).
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patent105 and the right to exclude is “one of themost essential sticks in the bun-
dle of rights that are commonly characterized as property.”106 A patent “con-
fers upon the patentee an exclusive property in the patented invention which
cannot be appropriated or used by the government itself, without just com-
pensation, any more that it can appropriate or use without compensation land
which has been patented to a private purchaser.”107 Once granted, “[a] patent
for an invention is as much property as a patent for land.”108

Since patentsmust be granted to anyonewho applies and satisfies the statu-
tory minimum requirements,109 the entitlement in a patent is also a protected
property interest. When a person qualifies for a statutory right which is ordi-
narily given to all qualifying parties, that person has an expectation to receive,
and an entitlement in, the right.110 If there is more than a unilateral expectation
in the right, the entitlement is treated as a protected property interest.111 An
applicant for a patent “is entitled to the patent as a matter of right, and not as a
discretionary act of the federal government” so he or she has an legitimate ex-
pectation in receiving a patent if meeting the statutory requirements.112 Since
patent rights are granted as a right and not merely a gift or discretionary bene-
fit from the government, the expectation in receiving a patent is not unilateral
but is a protected entitlement.113

Natural resource law provides a direct analogy supporting this proposi-
tion. Mineral extraction from federal lands required the mining entity to ob-
tain a lease from the federal government, with which it could extract minerals
from the land while the land remained in the ownership of the federal govern-
ment.114 If a mining entity proved the existence of “commercial quantities” of
valuableminerals, it was entitled to a limited-term lease for the areawhere it lo-
105Ruckelshaus v. Monsanto, Co., 467 U.S. 986, 1011 (1984) (discussing trade secrets); Dawson Chem. Co. v.

Rohm &Haas Co., 448 U.S. 176, 215 (1980) (“[T]he essence of a patent grant is the right to exclude others . . . .”).
106Aetna v. United States, 444 U.S. 164, 176 (1979).
107Horne v. Dep’t of Agriculture., 135 S.Ct. 2419, 2427 (2015).
108Consol. Fruit-Jar Co. v. Wright, 94 U.S. 92, 96 (1876); accord Hartford-Empire Co. v. United States, 323 U.S.

386, 415 (1945) (“That a patent is property, protected against appropriation both by individuals and government,
has long been settled.”). See also Oil States Energy Servs., LLC v. Greene’s Energy Grp., LLC, No. 16-712, 2018
WL 1914662, at *11 (U.S. Apr. 24, 2018) (“[O]ur decision should not be misconstrued as suggesting that patents
are not property for purposes of the Due Process Clause or the Takings Clause.”).
109See infra Section II.A.
110See Goldberg v. Kelly, 397 U.S. 254, 262 (1970) (holding that welfare recipients had a protected property right

in welfare benefits because the statutory scheme granted such benefits to all who qualify).
111Bd. Regents State Colls. v. Roth, 408 U.S. 564, 577 (1972).
112See 1 Robert A. Matthews, Annotated Patent Digest (Matthews) § 1:12 (2018); see also Sedwick v. Univ.

Utah, No. 2:00-CV-412C, 2001WL 741285, at *3 (D. Utah. Apr. 16, 2001) (finding that an inventor had a protected
property interest in an invention for which she could not obtain a patent).
113See Xechem Intern’l, Inc. v. U. Tex. M.D. Anderson Cancer Ctr., 383 F.3d 1324, 1331 (Fed. Cir. 2004) (“The

grant of a patent is not a disbursement of government largesse. A gif tis nothing more than the transfer of
property without consideration. In contrast, the government grant of a property right, viz. the right to exclude
for a limited time, is conditioned on the creation and public disclosure of a new and useful invention.”). There
is also a valid argument that, in addition to the expectation of patent rights, one has a protected interest in their
invention before applying for a patent because he or she is entitled to maintain the invention as a trade secret.
See Richard A. Epstien, The Constitutional Protection of Trade Secrets under the Takings Clause, 71 U. Chi. L. Rev. 57,
59–60 (2004).
114See 30 U.S.C. § 201(b) (1970); see Nat. Res. Def. Council, Inc. v. Berklund, 609 F.2d 553, 556–57 (D.C. Cir.

1979).
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cated minerals.115 In Natural Resource Defense Council Inc. v. Berklund, the min-
ing entity located minerals but was denied a lease.116 The District of Columbia
Circuit Court of Appeals held that the miner had “anticipated” property rights
that “cannot be diminished” because the statute clearly required the grant of a
lease whenever the statutory requirements therefor were satisfied.117

An anticipated patent right has an even stronger case for constitutional pro-
tection than an anticipated mineral right. The compulsory language of the
mineral leasing provision, held to be a protected entitlement, parallels that of
the current patent statute.118 Patent rights, like mineral rights, are created by
statute but patent rights are fully vested in the patentee and no the federal gov-
ernment has no ownership interest in a patent.119 The subjectmatter of a patent
does not exist but for the inventor, whereas mineral rights exists nomatter who
discovers them. It seems obvious that if the anticipated right to access federal
property to exploit its resources is a protected property interests, that the antic-
ipated right of exclusive exploitation of an intellectual resource is a protected
property interest.120 The continued recognition that an inventor may assign
property rights in an invention even before a patent application is filed further
supports that an expectation in a patent is a protected property interest.121

The constitutional protection of trade secrets also supports viewing the enti-
tlement in a patent as a protected property interest.122 “[I]nterest in unpatented
inventions unknown to potential competitors, or trade secrets, constitutes a
property right.”123 One who intends to patent an invention is encouraged to
keep his or her innovation a trade secret until applying for a patent because if
the invention is publicly discloses, he or she could be barred from receiving a
patent.124 “Bona fide inventors have, even before patent is issued, the exclusive
inchoate right . . . to the original patent that may issue.”125 Whether viewed as
an expectation to receive a patent or a pre-patent trade secret, an entitlement
11530 U.S.C. § 201(b); Nat. Res. Def. Council, 609 F.2d at 556–57.
116Nat. Res. Def. Council, 609 F.2d at 554.
117Id. at 559 (“For the . . . lease applications outstanding under the former version of the provision, the property

rights anticipated by permittee applicants cannot be diminished.”).
118Compare 30 U.S.C. § 201(b) (1970) (“[The applicant] shall be entitled to a lese under this chapter for all or part

of the land in his permit.”) with 35 U.S.C. § 131 (2012) (“[I]f on such examination it appears that the applicant is
entitled to a patent under the law, the Director shall issue a patent therefore.”).
119Compare Nat. Res. Def. Council, 609 F.2d at 554 (noting that the land subject to a mining lease remains under

federal ownership), with Biedler v. United States, 153 U.S. 447, 453 (1984) (noting that federal statutes “are the
source of all patent rights” and are vested in patentees).
120Accord Gregory Doling & Irina D. Manta, Taking Patents, 73 Wash. & Lee L. Rev. 719, 771 (2016) (analogizing

a case wherein the federal government regulated the sale of raisins, taking the contingent interest of the farmers,
to patents and arguing that “even contingent interest in patents would not eliminate the possibility that a taking
took place”).
121See, e.g., Filmtec Corp. v. Allied–Signal Inc., 9393 F.2d 1568, 1572 (Fed. Cir. 1991) (“[I]t is settled law that

between the time of an invention and the issuance of a patent, rights in an inventionmay be assigned an legal title
to the ensuing patent will pass to the assignee upon grant of the patent . . . this may be viewed as an assignment
of an expectant interest.”) (internal citations omitted).
122See Epstien, supra note 110, at 59–60.
123Sedwick v. Univ. Utah, No. 2:00-CV-412C, 2001 WL 741285, at *2 (D. Utah. Apr. 16, 2001) (citing Jensen v.

Redevelopment Agency, 998 F.2d 1550, 1556 (10th Cir. 1993)).
12435U.S.C. § 102 (2012) (prohibiting the grant of a patent for anything thatwas previously “patented, described

in a printed publication, or in public use, on sale, or otherwise available to the public”).
125Hendrie v. Sayles, 98 U.S. 546, 551 (1878).
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in a patent is “surely included within the ‘property’ of which no person may
be deprived by a State.”126

B. Sovereign Ownership of Invalid Patents Amounts to an Unconstitu-
tional Taking With Respect to Those with Direct or Competing Inter-
est in the Subject Matter of the Sovereign Patent

Sovereign ownership of a patent, even an invalid one, is not objectionable un-
less it amounts to a taking of another’s protected patent rights. Takings ju-
risprudence has developed two principle theories of takings: per se takings
and regulatory takings. The deprivation of patent rights and use of immunity
to avoid invalidation of or inventorship correction of a sovereign patent is a
taking under either theory. Parties with a direct property interest in the sub-
ject matter covered in the invalid sovereign patent can rely on a per se taking
analogy; those with property interests that compete with and are harmed by
the invalid sovereign patent can rely on a regulatory taking analogy.

1. Per Se Takings: Cases Brought by Parties with a Direct Ownership Interest in
the Sovereign Patent

A court finds an unconstitutional per se taking of property without consider-
ation of the public interests when the sovereign use or occupation of property
completely deprives an individual of the use, possession, or disposition of his
or her property rights.127 The earliest recognized and clearest case of a per se
taking is when a sovereign entity physically occupies real property.128 The per
se taking rule has since expanded to personal property to recognize a taking
whenever a sovereign physically appropriates the property.129 A physical ap-
propriation of property need not deprive the party with a property interest of
“all economically valuable use” of the property to amount to a per se taking;130
the determinative issue is whether the sovereign or the individual has control
over the property rights.131

126See Fla. Prepaid Postsecondary Educ. Expense Bd. v. Coll. Sav. Bank, 527 U.S. 627, 642 (1999); accord Sedwick,
2001 WL 741285, at *3 (noting that the inventors interests in royalties or other monetary gain from her invention
were “potential only” but this did not “indicate that [she] did not have a property interest in the invention”).
127See Loretto v. Teleprompter Manhattan CATV Corp., 458 U.S. 419, 426 (1982) (“We conclude that a perma-

nent physical occupation authorized by government is a taking without regard to the public interest that it may
serve.”).
128Id. at 426, 441.
129Horne v. Dep’t of Agriculture, 135 S.Ct 2419, 2425–27 (2015) (citing Tahoe-Sierra Pres. Council, Inc. v. Tahoe

Reg’l Planning Agency, 535 U.S. 302, 324 (2002)) (“There is no dispute that the classic taking is one in which the
government appropriates private property for its own use. . . . Nothing . . . suggest that personal property was
any less protected against physical appropriation than real property.”).
130Tahoe-Sierra Pres. Council, Inc., 535 U.S. at 322–24 (describing cases where there has been a per se taking

despite the appropriation being only of a limited are or temporal scope and noting “we do not ask whether a
physical appropriation . . . deprives the owner of all economically valuable use”); Horne, 135 S.Ct. at 2429 (“The
fact that the growers [of the property at issue] retain a contingent interest of indeterminate value does not mean
there has been no physical taking . . . .”).
131Horne, 135 S.Ct. at 2429 (finding a per se taking where raisin growers retain the right to profit from govern-

ment sales of their raisins but lose the “right to control their disposition”).
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The personal property rights granted by a patent are, of course, not phys-
ical, but this does not preclude a finding that patent rights have been per se
taken.132 As the Supreme Court has said: Patent “rights rest on the same foun-
dation”133 as other property and “are entitled to protection as any other prop-
erty.”134 This is consistent with the Congressional intent that “patents shall
have the attributes of personal property”135 and with leading scholars who be-
lieve that “[e]xcept in the rarest cases, we should treat intellectual and phys-
ical property identically in the law.”136 Appropriation of patent rights by a
sovereign amounts to a per se taking if the sovereign “directly appropriates
[the patent] for its own use” from another who is entitled to the patent.137

The continued sovereign ownership of a patent to which it is not enti-
tled due to inventorship errors—which could be challenged in a Section 256
action—in effect allows the sovereign to retain control of the right to exclude
others to the detriment of the omitted inventor.138 This most certainly amounts
to a per se taking of the inventor’s protected interests in the patent. It is ax-
iomatic that the person who invents the subject matter of a patent is the only
one entitled to the patent rights139 and the sovereign has in effect taken the en-
tire bundle of ownership rights in the patent from the omitted inventor.140 The
inventor may continue to practice the invention unless or until the sovereign
brings and infringement action, but the fact that the inventor retains this lim-
ited right “does not mean there has been no physical taking.”141 The sovereign
has control over the entire bundle of rights that characterizes patent property,
the right to exclude others from practicing the invention,142 and the omitted
inventor has no means to obtain the ownership interest to which he or she is
entitled.143 “[I]t would be hard to argue that such an action is any different
from a situation where the government takes land.” 144

The analogy to a per se taking is more tenuous when the sovereign main-
132See Dolin & Manta, supra note 117, at 789 (arguing that patent rights may be “physically” taken); Epstein,

supra note 110, at 61–63 (arguing that trade secrets may be “physically” taken).
133Consol. Fruit-Jar Co. v. Wright, 94 U.S. 92, 96 (1876).
134Seymour v. Osbourne, 78 U.S. 516, 533 (1870).
13535 U.S.C. § 261 (2012).
136Frank H. Easterbrook, Intellectual Property Is Still Property, 13 Harv. J.L & Pub. Pol’y 108, 118 (1990); Dolin &

Manta, supra note 117, at 776 (“[P]atents, like any other private property, can be appropriated by the government
for private use.”); F. Scott Kieff, Pragmatism, Perspectives, and Trade: AD/CVS, Patents, and Antitrust as Mostly Private
Law, 30 Harv. J.L. & Tech. 97, 109–111 (2017) (advocating for recognizing patent rights as private property);
Joshua I.Miller, 28 U.S.C. § 1498(A) and the Unconstitutional Taking of Patents, 13 Yale J.L. & Tech. 1, 18 (2010–2011)
(arguing that patents are property that may be taken by eminent domain).
137See Tahoe-Sierra Pres. Council, Inc. v. Tahoe Reg’l Planning Agency, 535 U.S. 302, 324 (2002).
138See supra Section I.B.1 (discussing Section 256 inventorship challenges).
139See 3 R. Carl Moy, Moy’s Walker on Patents § 10.2 (4th ed. 2017). That is why exclusion of an inventor may

be grounds for invalidating an issued patent. See C.R. Bard, Inc. v. M3 Sys., Inc., 157 F.3d 1340, 1353 (Fed. Cir.
1998).
140Dawson Chem. Co. v. Rohm & Haas Co., 448 U.S. 176, 215 (1980) (“[T]he essence of a patent grant is the

right to exclude others . . . .”).
141See Horne v. Dep’t of Agriculture, 135 S.Ct. 2419, 2429 (2015).
142See Patlex Corp. v. Mossinghoff, 758 F.2d 594, 599 (Fed. Cir. 1985) (noting that the entire “bundle of rights”

conferred by a patent is “an implementation of . . . exclusivity”).
143See infra Section IV.A.–IV.B.. See also Ali v. Carnegie Inst. of Wash., 684 Fed. App’x. 985, 995 (Fed. Cir.

2017) (Dyk, J., concurring) (“Patent inventorship claims are different. A state law remedy is not available, and a
claimant’s only remedy lies in a federal cause of action under 35 U.S.C. § 256 to correct inventorship.”)
144See Dolin & Manta, supra note 117, at 789.
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tains ownership of a patent that is invalid for failure to meet statutory require-
ments.145 Whether sovereign use of immunity amounts to a per se taking likely
depends upon the status of the party that would bring a validity challenge in
federal court or at the PTAB. If the party could show that but for the sovereign
patent, it would have received the same or similar patent—for example, if the
party made a disclosure would serve as prior art for the sovereign patent but
not for that party and the disclosure was not considered during prosecution of
the sovereign patent146—then he or she has an ownership interest that directly
conflicts with that of the sovereign.147 The party has an property interest in the
subject matter that is claimed in the sovereign patent and the takings analysis
would be substantially the same as that of the inventorship case under Section
256.148 In effect, the sovereign has control over the patent rights to which the
party is entitled, thereby depriving the party of its protected property inter-
est.149

Other validity challenges are less likely to satisfy the per se taking analysis.
If a party brings a validity challenge for any strategic reason other than their
desire to clarify his or her ownproperty interest in the subjectmatter, then there
can be no per se taking. The party does not have a protected property interest
that has been deprived by the sovereign.150 Even if the party has a competing
patent, or unpatented invention, he or she is not being deprived of the control
over that invention due to the existence of the sovereign patent.151

In sum, if a party brings an inventorship challenge or validity challenge in
which he or she alleges a direct interest in a the subject matter claimed in the
sovereign patent, there is a strong case for finding that a per se taking has oc-
curred when the sovereign uses immunity to maintain ownership of the patent
to the deprivation of the party. In other situations, where the challenging party
has an interest other than a direct property interest in the subject matter of the
sovereign patent, there is likely no persuasive analogy to a per se taking. How-
ever, parties may be able to make a case under the more ambiguous and ad hoc
regulatory taking standards.
145Such as the novelty or non-obviousness requirements. See supra Section II.A.
146See 35 U.S.C. § 102(b) (2012) (excluding from the scope of prior art disclosures “made by the inventor” or

otherwise traceable to the inventor that were made within one year of the patent application date).
147This situation is likely rare. It would require a situation where: (1) the party made an enabling public dis-

closure; (2) the sovereign files a patent application, which is published; (3) within one year of the disclosure,
the party files a patent application; (4) the sovereign patent application is considered as prior art to preclude
the party’s patent from granting; and (5) the party’s disclosure is erroneously not considered prior art for the
sovereign patent and the sovereign patent is issued.
148The only distinction between this case and a Section 256 case would be that, here, the party would have

independently invented the subject matter such that he or she cannot be named a co-inventor on the sovereign
patent, but rather has an independent claim to the subject matter claimed in the sovereign patent.
149See Horne v. Dep’t of Agriculture, 135 S.Ct. 2419, 2429 (2015) (noting that the “right to control” the property

is the determinative factor in a per se takings analysis).
150See supra Section III.A.
151See supra Section III.A. (defining the protected property interest as issue in this Article).
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2. Regulatory Takings: Cases Brought by Parties with Interests in Competing
Patent Rights

Regulatory takings are another route to find that sovereign patent ownership
and reliance on immunity to avoid invalidation of the patent is an unconstitu-
tional taking. The theory behind regulatory takings is that although sovereign
action may not directly appropriate the property of an individual, it may “go
too far” and lead to “depriv[ation] of all economically beneficial uses” of prop-
erty.152 The regulatory takings analysis has no “set formula” and relies in-
stead on “essentially ad hoc, factual inquiries.”153 The factors courts consider
are: “the character of the [sovereign] action, its economic impact, and its inter-
ference with reasonable investment-baked expectations.”154 The prototypical
case of a regulatory taking is when the sovereign action is the promulgation of
zoning requirements that prohibit the land owner from using his or her land
in specified ways.155 In the context of this article, the sovereign action is main-
tenance of a patent that is substantively invalid or to which it is not entitled.

As discussed above, parties with a direct ownership interest in the subject
matter encompassed in a sovereign patent are likely able to show that their
protected property interest have been taken per se.156 They are also likely to
succeed on a regulatory taking theory. The sovereign action, in effect, pre-
cludes them from obtaining the right to exclude others from practicing the in-
vention.157 This action can be characterized as transferring the right to exclude
concomitant with patent ownership from the party—who is statutorily enti-
tled thereto—to the sovereign and analogized with a physical appropriation158
which strongly points towards a regulatory taking.159 Prior cases wherein the
sovereign action facilitated granting the sovereign control over the right to ex-
clude others consistently determined that the character of the action favors
finding a regulatory taking.160 This is particularly true where, as here, “the
right to exclude others is central to the very definition of the property inter-
est.”161

The economic impact of the sovereign action on the challenging party is
substantial: the sovereign is able to collect profits from any sales, licensing
agreements, or other commercialization efforts that are linked to the right to
152See Lucas V. S.C. Coastal Council, 505 U.S. 1003, 1018 (1992).
153Penn Cent. Transp. Co. v. City of New York, 438 U.S. 104, 124 (1978).
154PruneYard Shopping Ctr. v. Robins, 447 U.S. 74, 83 (1980) (citing Kaiser Aetna v. United States, 444 U.S. 164,

176, 175 (1979)).
155See Penn. Cent. Transp. Co., 438 U.S. at 125 (citing Euclid v. Amber Realty Co., 272 U.S. 356 (1926)).
156See supra Section C.1.
157See supra Section II.A.
158See supra Section II.A.
159Penn Cent. Transp. Co., 438 U.S. at 124 (“A ‘taking’ may be more readily found when the interference with

property can be characterized as a physical invasion . . . .”).
160See Kaiser Aetna v. United States, 444 U.S. 164, 176, 175 (1979); Ruckelshaus v. Monsanto Co., 467 U.S. 986,

1011–12 (1984).
161Ruckelshaus, 467 U.S. at 1011; accord PruneYard Shopping Ctr, 447 U.S. at 84 (finding no regulatory taking

because the party “failed to demonstrate that the ‘right to exclude others’ is so essential to the use or economic
value of their property”). See also 35 U.S.C. § 154(a) (2012); Dawson Chem. Co. v. Rohm & Haas Co., 448 U.S.
176, 215 (1980) (“[T]he essence of a patent grant is the right to exclude others . . . .”).
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exclude.162 Even if the sovereign is not monetizing the patent rights, the chal-
lenging party can likely show significant economic impact if it can prove that
there is a market for the invention and that it would be able to exploit that mar-
ket if it had ownership of the patent rights.163 Similar factors underlie a claim
to lost profits in patient infringement disputes.164

The party would be free to practice his or her invention unless or until the
sovereign patent owner brings an infringement action to enjoin that practice.165
This might weaken the case for finding a regulatory taking because, arguably,
the individual has not been deprived of “all economically beneficial use” of
the invention.166 However, the Supreme Court in Kaiser Aetna v. United States
recognized that “the right to exclude others” is “a fundamental element of the
property right” the deprivation of which can amount to a regulatory taking
regardless of the economic impact on related property rights.167 This was so
even when the property owner retained the right to use the property because
the right to excludewas the profit generating portion of the property at issue.168
Profiting from the right to exclude others is “the essence of a patent grant”;169 it
“is so essential to the . . . economic value of [the] property” that its deprivation
has significant economic impact on the party with a direct property interests
in a sovereign patent.170

As for the interference with reasonable investment-back expectations, “en-
couragement of investment-based risk is the fundamental purpose of the patent
grant, and is based directly on the right to exclude.”171 It is clear that using
sovereign immunity to maintain ownership of a patent to the detriment of an
individual with a direct ownership interest in that patent significantly inter-
feres with that individual’s investment-backed expectations. The entire con-
162See generally Dawson Chem. Co., 448 U.S. at 215 (noting that the right to exclude necessarily includes “the right

to exclude others from profiting by the patented invention”); Patlex Corp. v. Mossinghoff, 758 F.2d 594, 600 (Fed.
Cir. 1985) (noting that the right to exclude others “is implemented by the licensing and exploitation of patents”).
163A sovereign patent owner, like any patent owner, is under no obligation to actually practice the patent. See

generally King Instruments Corp. v. Perego, 65 F.3d 941, 950 (Fed. Cir. 1995) (“The [Patent] Act does not dictate
that a patentee must manufacture its own invention . . . .”).
164SeePanduit Corp. v. Stahlin Bros. FibreWorks, Inc., 575 F.2d 1152, 1156 (6thCir. 1978) (“To obtain as damages

the profits on sales he would have made absent the infringement, i.e., the sales made by the infringer, a patent
owner must prove: (1) demand for the patented product, (2) absence of acceptable noninfringing substitutes,
(3) his manufacturing andmarketing capability to exploit the demand, and (4) the amount of the profit hewould
have made.”)
165See generally 1 Robert A. Matthews, Annotated Patent Digest (Matthews) § 1.5 (2018) (noting that a patent

only grants the right to exclude others, not the right to practice the patent).
166See Lucas v. S.C. Coastal Council, 505 U.S. 1003, 1017, 1030 (1992).
167Kaiser Aetna v. United States, 444 U.S. 164, 176, 179–80 (1979) (“[W]e hold that the ‘right to exclude,’ so

universally held to be a fundamental element of the property right, falls within the category of interests that the
Government cannot take . . . .”); see also Horne v. Dep’t of Agriculture, 135 S.Ct. 2419, 2429 (2015) (noting that
having a “contingent interest” in the property does not negate a taking finding and noting that control over the
right to exclude is the determining factor).
168Kaiser Aetna, 444U.S. at 166. InKeiser, the propertywas a pond that the owners previously charged recreation-

alists to use, the government then granted a free public right of access, thereby removing the profits associated
with the prior right to exclude. Id.
169Dawson Chem. Co. v. Rohm & Haas Co., 448 U.S. 176, 215 (1980).
170See PruneYard Shopping Ctr. v. Robins, 447 U.S. 74, 84 (1980); accord United States v. General Motors Corp.,

323 U.S. 373, 378 (noting that government action can be a taking “if its effects are so complete as to deprive the
owner of all or most of his interest in the subject matter”).
171Patlex Corp. v. Mossinghoff, 758 F.2d 594, 599 (Fed. Cir. 1985).
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cept behind the patent system, and embedded in the Constitution, is the idea
that granting innovators the right to exclude others from their inventions will
encourage them to invest in pursuits that promote the progress of the useful
arts to the benefit of society.172 Inventors “expend[] resources in expectation of
receiving [the] reward” of a patent173 and they are reasonable in doing so given
the compulsory nature of the patent grant.174 Preclusion from obtaining patent
rights because a sovereign obtained an invalid patent and uses sovereign im-
munity to avoid any challenge thereto, directly interferes with the reasonable
investment-backed expectations of the inventor.

Parties without a direct ownership interest in the sovereign patent will have
a more difficult time proving there has been a regulatory taking, but there is a
persuasive argument in their favor. The only real distinction from the analysis
above is that rather than eliminating their property interests in the subject mat-
ter claimed in the sovereign patent, the sovereign action is reducing their ability
to exploit their property interests in related subject matter. The sovereign ac-
tion can be characterized as maintaining a patent that is invalid for failure to
comply with substantive Patent Act requirements175 and that patent interfer-
ing with another’s property rights in his or her invention. The economic im-
pact and reasonable investment-backed expectation prongs, and their ad hoc
application, would be determinative of the issue.176

Individuals who own patents in related subject matter but are prohibited
from fully exploiting them due to the sovereign patent will have the strongest
case. An example case falling into this category would be when the individual
has a patent for an improvement upon the sovereign patent: “[I]f an inventor
has a patent on an improvement of a previously patented article or process,
which patent is still in force, the patent on the improvement does not confer
upon the inventor the right to make use, offer to sell, or sell the previously
patent article or process with, or without, the improvement.”177 The patentee
may lose out on potential sales and licensing agreements if purchasers and li-
censees are unwilling to risk infringing the sovereign patent.178 The exclusive
172U.S. Const., art. I, § 8, cl. 8. See generally Pfaff v. Wells (“[T]he patent system represents a carefully crafted

bargain that encourages both the creation and the public disclosure of new and useful advances in technology,
in return for an exclusive monopoly for a limited period of time.”).
173King Instruments Corp. v. Perego, 65 F.3d 941, 950 (Fed. Cir. 1995) (“[T]he Patent Act creates an incentive

for innovation. The economic rewards during the period of exclusivity are the carrot. The patent owner expends
resources in expectation of receiving this reward.”).
174See 35 U.S.C. § 131 (2012) (“[T]he Director [of the USPTO] shall cause an examination to be made of the

application and the alleged new invention; and if on such examination it appears that the applicant is entitled to
a patent under the law, the Director shall issue a patent therefore.”); James v. Campbell, 104 U.S. 356, 356 (1881)
(“[T]he grantee [of a patent] is entitled to is as a matter of right, and does not receive it . . . as a matter of grace
and favor.”). See also supra Section II.A.
175Most often this would bemaintenance of a patent that should never have been granted due to its anticipation

or obviousness in light of the prior art. See 35 U.S.C. §§ 102, 103.
176SeePennCent. Transp. Co. v. City ofNewYork, 438U.S. 104, 124 (1978) (noting the ad hoc, factual application

necessary in regulatory takings analyses).
1771 Robert A. Matthews, Annotated Patent Digest (Matthews) § 1:5 (2018) (citing several cases supporting

this proposition).
178See generally Milken Res. Corp. v. Dan River, Inc., 739 F.2d 587, 594 (“[O]ne may not be able to practice the

invention protected by a patent direct to an improvement of another’s patent article or method except with a
license under the latter.”); King Instruments Corp. v. Perego, 65 F.3d 941, 950 (Fed. Cir. 1995) (noting that a
patentee, such as the sovereign, is not obligated to practice its patent or to allow others to do so).
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rights concomitant with a patent are “implemented by the licensing and ex-
ploitation of the patent” so the economic impacts associated with removal of
licensing opportunities or other revenue streams due to the sovereign patent
would strongly support a finding that a regulatory taking occurred.179 Still the
patenteewould have a high burden of showing facts that support a finding that
the interference caused by the sovereign patent removes “all or most of his [or
her] [economic] interest in the subject matter.”180

These patentees, might also be able to satisfy the reasonable investment-
baked expectation prong of the analysis. The only thing guaranteed by the
patent laws is that patents will be granted,181 there is no guarantee that the
patent will actually lead to any profit.182 Still, “[p]atents are obtained in expec-
tation of profit”183 and patentees “expend[] resource in expectation of receiving
[economic] reward.”184 Patentees expect the ability to control how they com-
mercialize their inventions; they do not expect to encounter invalid patents that
inhibit their commercialization efforts.185 Patentee’s would also expect to be
able to challenge such invalid patent.186 Removal of licensing or other revenue
streams does not fully remove the patentee’s ability to achieve the expected re-
turn on his or her investment. However, it may be sufficient to support a regu-
latory taking finding if it significantly limits the patentee’s ability to profit from
its use of the patent rights.187

Other than interference with licensing abilities, there are other situations
where sovereign ownership of an invalid patent would interfere with a paten-
tee’s ability to exploit his or her own patent. The takings analysis would be
the same in these circumstances as it is for the licensing case. It is difficult to
generalize about the success of these takings analysis given the “essentially ad
hoc, factual inquiries” behind a regulatory taking analysis.188 But, it is possible
for these patentee’s to show there has been a taking if the sovereign patent in-
terferes with their patent rights in a manner that “deprive[s] [him or her] of all
or most of his [or her] interest in the subject matter” claimed in their patents.189

179See Paltex Corp. v. Mossinghoff, 758 F.2d5 594, 600 (Fed. Cir. 1985).
180See United States v. General Motors Corp., 323 U.S. 373, 359–60 (1945).
181See 35 U.S.C. § 131 (“[I]f . . . it appears that the applicant is entitled to a patent under the law, the Director

shall issue a patent therefore.”); James v. Campbell, 104U.S. 356, 356 (1881) (“[T]he grantee [of a patent] is entitled
to is as a matter of right . . . .”). See also supra Section II.A.
182See generally Studiengesellschaft Kohle mbH v. N. Petrochemical Co., 784 F.2d 351, 357 (Fed. Cir. 1986) (“The

patent grant is not for the right to use the patented subject matter, but only for the right to exclude others from
practice of the patented subject matter.”).
183See Dolin & Manta, supra note 117, at 792.
184King Instruments Corp., 65 F.3d at 950.
185See generally Dawson Chem. Co. v. Rohm & Haas Co., 448 U.S. 176, 215 (1980) (noting that the right to

exclude necessarily includes “the right to exclude others from profiting by the patented invention”); Patlex Corp.
v. Mossinghoff, 758 F.2d 594, 600 (Fed. Cir. 1985) (noting that the right to exclude others “is implemented by the
licensing and exploitation of patents”); Horne v. Dep’t of Agriculture, 135 S.Ct. 2419, 2427 (2015) (noting that
people “do not expect their property, real or personal,” to be appropriated).
186 See supra Section II.B. (discussing the importance of challenging invalid patents).
187See Kaiser Aetna v. United States, 444 U.S. 164, 176, 179–80 (1979) (finding a regulatory taking where the

most profitable use of land was removed by federal regulation); see also Horne, 135 S.Ct. at 2429 (2015) (noting
that having a “contingent interest” in profitsmade from sales of personal property taken by the government does
not negate finding there has been a taking).
188Penn Cent. Transp. Co. v. City of New York, 438 U.S. 104, 124 (1978).
189See United States v. General Motors Corp.,323 U.S. 373, 378 (1945).
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The only parties who are likely unable to show a regulatory taking are those
who might have been granted a patent on subject matter overlapping that in
the sovereign patent but are precluded from obtaining a patent because the
sovereign patent acts as blocking prior art.190 Even if the sovereign patent were
invalidated, or never granted in the first place, the patent application related to
the subject matter therein would continue to serve as prior art to block the in-
dividual’s subsequent patent application.191 For these individuals, they might
experience significant adverse economic affects due to the lack of patent pro-
tection, but they had no reasonable expectation to receive a patent in the first
place.192 As discussed, inventors expect to be granted patents when they meet
the statutory patentability requirements.193 Patent applicants are aware of the con-
ditions of patentability, including novelty and non-obviousness, so they could
“hardly argue that [their] reasonable investment-backed expectations are dis-
turbed” when those conditions prohibit the grant of a patent.194

For individuals who are attempting to invalidate the sovereign patent
merely, so they may be free to practice the invention without apprehension
of infringement, they have no patent right at issue so they will not be able to
show a regulatory (or per se) taking. This is not so much a conclusion necessi-
tating a takings analysis, but one derived from the fact that it is the right in the
patent—the property interest in the right to exclude—that is being taken in all
of the other cases and this individual has no such claim.195 Unlike parties with
a direct interest in the sovereign patent or those with patent rights hindered by
the existence of the sovereign patent, these individuals do not have any patent
rights that are being appropriated or diminished by the sovereign patent.
190The individual’s patent application could be denied on several grounds, including: obviousness or anticipa-

tion with the sovereign patent serving as prior art, or based on the prohibition on double patenting. 35 U.S.C.
§§ 102, 103 (2012); see also 2 Gregory E. Upchurch, Intellectual Property Litigation Guide: Patents & Trade
Secrets §§ 15:9, 15:24, 15:47 (2018) (describing the novelty and obviousness requirements and the prohibition on
double patenting). Anything included in the broadest reasonable interpretation of the sovereign patent claims or
in the sovereign patent specification would be prior art. See generally Minerals Separation N. Am. Co. v. Magma
Copper Co., 280 U.S. 400, 404 (“The question is not what is the precise scope of the claims in [the prior art patent],
but what is disclosed in the specification and made known to the world.”).
191See generally 35U.S.C. § 102 (noting that a printed publication is prior art and patent applications are printed);

see also SmithKlein Beecham Corp. v. Apotex Corp., 439 F.3d 1312, 1317 n. 5 (“Although we have previously held
the [relevant] patent invalid, it can still, of course, anticipate a later product patent. By virtue of publication, the
[invalidated] patent has become prior art.”).
192See Ruckelshaus v. Monsanto, Co., 467 U.S. 986, 1006–08 (1984) (holding that Monsanto had no “reasonable

investment-baked expectations” in protecting its trade secrets when submitting them to the EPA for regulatory
approval).
193See supra Section II.A. See also 35 U.S.C. § 131 (“[T]he Director [of the USPTO] shall cause an examination to

be made . . . and if on such examination it appears that the applicant is entitled to a patent under the law, the Director
shall issue a patent therefore.”).
194See Ruckelshaus, 467 U.S. at 1007 (finding no regulatory taking of trade secrets when the party was seeking

registration under a federal program andwas fully “aware of the conditions” of registration, including disclosure
of its trade secrets).
195See supra Section III.A. (discussing the protected property interests at issue in this case). A party in this

situationmaywell have a protected interest in a trade secret that is hindered, see Epstein, supra note 110, at 72–73,
or a protected interests in their right to practice their preferred profession that is harmed. See generally Mead
v. Indep. Ass’n, 684 F.3d 226, 232 (1st Cir. 2012) (“The right to hold private employment and to pursue one’s
chosen profession free from unreasonable government interference is encapsulated in the liberty concept of the
Due Process Clause.”). Both of these theories are beyond the scope of this Article.



VOL 100, NO 4 Hansen 643

IV. ALLOWING THE USE OF SOVEREIGN IMMUNITY IN
PATENT VALIDITY OR INVENTORSHIP CHALLENGES
LEAVES NO SOURCE OF CONSTITUTIONALLY RE-
QUIRED REMEDIES FOR THE TAKING

“[T]akings and state sovereign immunity cases are fundamentally incompati-
ble with each other.”196 A sovereign is required to remedy a taking by provid-
ing compensation or abandoning the property to give ownership to the rightful
owner.197 Yet, sovereigns have been able to use their immunity to avoid valid-
ity and inventorship actions in federal court and at the PTO. This is consistent
with the broad application of sovereign immunity under the Eleventh Amend-
ment; however, it allows sovereigns to avoid constitutionally required remedies
because the suits avoided by use of immunity are the only ones in which the
remedies may be imposed. Therefore, sovereign entities should not be able to
assert immunity from patent validity and inventorship challenges when doing
so amounts to a taking.

This Section discusses the remedies thatwould satisfy the taking andwhere
those remediesmay be obtained. It then explains that there are currently no ex-
ceptions to sovereign immunity that would compel sovereigns to subject them-
selves to patent validity or inventorship challenges. Reasons why immunity
should not be allowed in this circumstance—other than the fact that it facili-
tates a taking of personal property—are then discussed.

A. Actions in Federal Court and Challenges at the PTO are the Only
Sources of the Required Remedy

When a taking has occurred, a sovereign is constitutionally required to rem-
edy it by providing compensation, abandoning the property to the rightful
owner, terminating the action that led to a regulatory taking, or a combina-
tion thereof.198 Sovereign ownership of an invalid patent that amounts to a
taking may only be remedied by providing damages to the party, by transfer-
ring ownership of the patent to the rightful inventor, or invalidating the patent
so other patentee’s are free to exploit their own inventions.199 The PTO and
federal courts are the only venues in which these remedies may be effectuated.
196Eric Berger, The Collision of the Takings and State Sovereign Immunity Doctrines, 63 Wash. & Lee L. Rev. 493, 494

(2006).
197See First English Evangelical Lutheran Church v. County of Los Angeles, 482 U.S. 304, 317–18 (1987) (dis-

cussing prior cases where the court allowed the sovereign to elect either abandoning the property or paying
compensation for the period of the taking).
198See id.
199See supra Section III.B.



644
Taking Patent Rights:

Sovereign Immunity & 14th Amendment JPTOS

1. State Forums Lack Jurisdiction Over Patent Validity and Inventorship Chal-
lenges

Federal courts have exclusive jurisdiction for patent matters, stemming from
28 U.S.C. § 1338(a): “The district courts shall have original jurisdiction of any
civil action arising under any Act of Congress relating to patents . . . . No State
court shall have jurisdiction over any claim for relief arising under any Act of
Congress relating to patents . . . .”200 The courts have liberally interpreted
this statute to confer federal jurisdiction whenever the plaintiff’s “right to relief
necessarily depends upon resolution of a substantial question of patent law.”201
Under this standard, any case that raises an issue of inventorship or invalidity
of a patent confers exclusive jurisdiction upon the federal courts because “the
only authority for attacking the originality or validity of the patent is that given
in the . . . Patent Act.”202 In addition to federal court jurisdiction, the Patent Act
granted the PTO the authority to invalidate issued patents in PTAB proceed-
ings.203 These are an adversarial alternative to federal court litigation but do
nothing to change the fact that states lack the authority to invalidate patents or
correct their inventorship.204

State courts lack the authority to hear issues arising under the patent laws,
such as patent validity or inventorship challenges.205 Federal patent law also
acts to preempt all state laws that provide patent-like protection or that interfere
with federal patent law.206

2. There Are No State Law Remedies That Do Not Necessarily Raise Federal
Patent Law

The remedies available to a party attempting to bring an invalidity or inven-
torship challenge against a sovereign patent depend upon the ownership in-
terest in the patent and the relief sought by that party. If the challenger is an
alleged inventor bring suit under Section 256 to correct inventorship,207 his or
her only remedies are invalidation of the patent for failure to list the true in-
ventors,208 or amendment of the patent to include the challenger as a paten-
20028 U.S.C. § 1338(a) (2012).
201Christianson v. Colt Indust. Operating Corp., 486 U.S. 800, 808–09 (1988).
202See generally Bates v. Coe, 98U.S. 31, 48 (1878) (“[T]he only authority for attacking the originality or validity of

the patent is that given in the act of Congress, and consequently the attack must be made in the mode the Patent
Act prescribes.”);.Bd. Regents Univ. Tex. Sys. v. Nippon Tel. & Tel. Corp., 414 F.3d 1358, 1363 (Fed. Cir. 2005)
(noting that “issues of inventorship, infringement, validity and enforceability present sufficiently substantial
questions of federal patent law to support jurisdiction under section 1338(a)”)
203See supra Section II.B.2.
204See H.R. Rep. No. 112-98, at 165 (2011) (characterizing IPR proceedings as “a viable, efficient alternative to

litigation for weeding out bad patents”). See also Vermont v. MPHJ Tech. Invs., LLC, 803 F.3d 635, (Fed. Cir.
2015) (citing Gunn v. Minton, 133 S.Ct. 1059, 1065 (2013)).
205See 28 U.S.C. § 1338(a) (2012) (“No state court shall have jurisdiction over any claim for relief arising under

any Act of Congress relating to patent . . . .”).
206See generally Amgen Inc. v. Sandoz Inc., 877 F.3d 1315, 1326–27 (Fed. Cir. 2017) (explaining that the

Supremacy Clause and federal patent law preempt state law).
207See 35 U.S.C. § 256.
208See C.R. Bard, Inc. v. M3 Sys., Inc., 157 F.3d 1340, 1353 (Fed. Cir. 1998) (“To invalidate a patent based

on incorrect inventorship it must be shown not only that the inventorship was incorrect, but that correction is
unavailable under Section 256.”).
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tee.209 There is simply no other way to remedy and omitted inventor’s taking:
“A state law remedy is not available, and a claimant’s only remedy lies in a
federal cause of action under 35 U.S.C. § 256 to correct inventorship.”210 The
same is true for other individuals with a direct property interest in the sub-
ject matter claimed in the sovereign patent. Their complaint is that but for the
sovereign patent, they would have ownership of the subject matter claimed in
the sovereign patent, which can only be remedied by invalidation or transfer of
the sovereign patent. Some state’s purportedly allow those with direct prop-
erty interest to bring claims like unjust enrichment, conversion, or deceptive
trade practices.211 However, not only are these claims preempted by federal
law,212 they do not redress the injury central to the complaint: the individual
with a direct property interest in the sovereign patent is entitled to that prop-
erty interest or to invalidation of the patent.213

For those with patent rights that are diminished under the regulatory tak-
ings analysis, their acceptable remedies are likewise solely federal in nature.
The theory behind these cases is that the sovereign patent, which should be
invalidated, prohibits the other patentee from fully exploiting his or patent
rights.214 There may be a tortious interference or similar state law claim: the
sovereign consciously interfered with reasonably probable business relations
between the other patentee and potential licensees.215 However, the interfer-
ing action complained of is the continued ownership of the sovereign patent,
which necessarily raises the issue of whether the sovereign patent is invalid.216
Since issued patents are presumed valid,217 the aggrieved party would have
to prove that the sovereign patent is invalid to prevail on the tortious interfer-
ence claim.218 The same is true for any state law claim that might arise in this
209See Trovan, Ltd. v. Sokymat SA, Irori, 299 F.3d 1292, 1301 (Fed. Cir. 2002) (“[T]o the extent that fewer than

the true inventors are named on a patent, the patent may be corrected to so reflect . . . .”); accord Ali v. Carnegie
Inst. Wash., 684 Fed. App’x. 985, 995 (Fed. Cir. 2017) (Dyk, J., concurring). (noting that the “claimant’s only
remedy lies” in a Section 256 correction of inventorship).
210Ali, 684 Fed. App’x at 995 (Dyk, J., concurring).
211See 4RobertA.Matthews, AnnotatedPatentDigest § 26:144.100 (2018) (discussingpotential state law causes

of action and their preemption by federal patent law).
212See HIF Bio, Inc. v. Yung Shim Pharm. Indus. Co., Ltd., 600 F.3d 1347, 1353 (Fed. Cir. 2010) (“[F]ederal

patent law preempts any state law the purports to define rights based on inventorship.”); Tavory v. NTP, Inc.,
297 Fed. App’x. 976 (Fed. Cir. 2008) (holding that state law unjust enrichment claims are preempted by federal
patent law); Speedfit LLC v. Woodway USA, Inc., 226 F. Supp. 3d 149, 159–60 (E.D.N.Y. 2016) (finding state law
conversion claim preempted by federal patent law).
213See James v. Campbell, 104 U.S. 356, 356 (1881); C.R. Bard, 157 F.3d at 1353; Trovan, 299 F.3d at 1301.
214See supra Section III.B.2.
215See Bd. Regents Univ. Tex. v. Nippon Tel. & Tel. Corp., 414 F.3d 1358, 1362 (Fed. Cir. 2005). An example of

the elements of a tortious interference claim is:
(1) a reasonable probability that the parties would have entered into a contractual relationship; (2) an inde-

pendently tortious or unlawful act by the defendant that prevented the relationship from occurring; (3)  the
defendant did the act with a conscious desire to prevent the relationship from occurring or with knowledge
that the interference was certain or substantially certain to occur as a result of his conduct; and (4) the plaintiff
suffered actual harm or damage as a result of the interference.
Id. (citing Ash v. Hack Branch Distrib. Co., 54 S.W.3d 401, 414–15 (Tex. App. 2001)).
216Id. at 1363.
21735 U.S.C. § 282 (2012).
218See Bd. of Regents Univ. Tex., 414 F.3d at 1363. In Bd. of Regents, U. Tex., the tortious interference claim was

not preempted by patent law because the party needed to show the patent is valid to satisfy the state law claim,
for which he could rely on the presumption of validity. Id. Therefore, the patent claim “was not essential to the
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context. The central issue is that the sovereign patent is diminishing the prop-
erty rights of another party and the sovereign has no right to do so because
its patent is substantively invalid.219 Any state law claim that could compen-
sate the injured party would necessarily require a showing that the sovereign
patent is invalid220—an issue that is devoted to the exclusive jurisdiction of fed-
eral courts—and any state law work-arounds would be preempted by federal
patent law.221

A sovereign wishing to assert immunity from a patent validity or inven-
torship challenge will likely argue that there is not a taking issue because the
party would be able to challenge patent validity or inventorship as an affirma-
tive defense in any infringement action brought by the sovereign.222 However,
the potential to be able to correct the issue in a later proceeding cannot negate
the fact that a taking has occurred.223 This proceeding may well provide the
due process required by the Fourteenth Amendment, but merely allowing an
opportunity to hear the claim and providing due process is not sufficient to
correct a taking, which requires compensation.224

B. Parties Who Have Had Their Patent Rights Taken Have No Means
of Avoiding Immunity Under Existing Law

Despite the fact that validity and inventorship challenges in federal courts
or PTAB proceedings are the only source for the required compensation,
sovereign entities have consistently been allowed to assert immunity to avoid
these challenges.225 There are exceptions to sovereign immunity that allow a
case to proceed in the absence of the sovereign and a case may proceed against
the sovereign if it has waived immunity. This section explains that a sovereign
is a necessary and indispensable party to any litigation or administrative adju-
dication thatmight invalidate or transfer ownership of a patent, so cases cannot
proceed without them if they assert immunity. In addition, traditional excep-
tions to immunity and waiver of immunity are not applicable in the context of
a patent validity or inventorship challenge.

resolution of the Plaintiff’s claim.” Id.
219See Vermont v. MPHJ Tech. Investments, LLC, 803 F.3d 635, 646 (Fed. Cir. 2015) (noting that interpretation

of the patent law was “the central point of dispute” and therefore arose under the patent laws).
220See Bd. of Regents, U. Tex., 414 F.3d at 1363.
221See supra Section IV.A.1.
222See supra Section II.B.1.
223See Doling & Manta, supra note 117, at 771 (citing Horne v. Dep’t of Agriculture, 135 S.Ct. 2419, 2429 (2015))

(“[E]ven contingent interest in patents would not eliminate the possibility that a taking took place.”).
224See generally Chicago, B & Q R.R. Co. v. City of Chicago, (1897) 166 U.S. 226, 236–37 (“The mere form of the

proceeding instituted against the owner, even if he be admitted to defend, cannot convert the process used into
due process of law, if the necessary result be to deprive him of his property without compensation.”);
225See supra Section II.C. Accord In Re State of New York, 256 U.S. 490, 497 (1921) (“[I]t has become established

by repeated decision of this court that the entire judicial power . . . does not embrace authority to entertain a
suit brought by private parties against a state without consent given . . . .”); see also Fla. Prepaid Postsecondary
Educ. Expense Bd. v. Coll. Savs. Bank, 527 U.S. 627, 642 (1999) (holding that sovereign immunity is available in
patent cases).



VOL 100, NO 4 Hansen 647

1. The Sovereign is an Indispensable Party Without Whom the Patent Validity or
Inventorship Challenge May Not Proceed

In federal court, the party againstwhoman invalidity or inventorship challenge
must be brought is the one who owns “all substantial rights and interests” in
the patent.226 Sovereigns fall into this category when the patent was issued to
them in the first instance or a patent has been assigned to them.227 As patentee
or assignee, sovereign entities are necessary to the resolution of patent validity
and inventorship issues and “[are] required to be joined if feasible.”228

Even though a sovereign is a necessary party to a patent validity or inventor-
ship challenge, the case may proceed without the sovereign if it is not an indis-
pensable party.229 If a party is deemed indispensable but cannot be included
in the litigation, the case must be dismissed.230 The Federal Circuit has con-
sistent held that sovereign patentees and assignees are indispensable because
proceedingwithout themwould significantly prejudice its interest in the patent
given the potential that it “would lose all rights in its patents despite the fact
that it had no opportunity to defend its interests in the litigation.”231 The use
of sovereign immunity itself is given significant weight in the indispensability
analysis, almost amounting to a presumption that the sovereign has substantial
interests in the litigation and is an indispensable party without whom that in-
terest cannot be affected.232 For this reason, “where a sovereign party should be
226See Delano Farms Co. v. Cal. Table Grape Comm’n, 655 F.3d 1337, 1342 (Fed. Cir. 2011); Enzo APA & Son,

Inc. v. Geapag A.G., 134 F.3d 1090, 1093 (Fed. Cir. 1998); Keranos, LLC v. Analog Devices, Inc., Nos. 2:10-cv-207,
2:11-cv-331, 2012 WL 12716356, at *2 (E.D. Tex. Sept. 28, 2012) (“[T]he assignor could not sue for infringement of
the patent, nor can the assignor bemade to defend a declaratory judgment claim related to the assigned patent.”).
227See supra Section II.A. See also Delano Farms Co., 655 F.3d 1337, 1342–43 (noting that an exclusive licensee with

all substantial rights is treated like an assignee and must be joined to an invalidity challenge); Aspex Eyewear,
Inc.v. Miracle Optics, Inc., 434 F.3d 1336, 1344 (Fed. Cir. 2006) (noting that “a patentee must be joined in any
lawsuit involving his or her patent”).
228See Univ. Utah v. Max-Plank-Gesellschaft zur Forderung der Wissenschaften e.V., 734 F.3d 1315, 1325 (Fed.

Cir. 2013).
229Id. at 1326 (“When a party that is required to be joined if feasible under Rule 19(a) cannot be joined, the court

must determine whether, in equity and good conscience, the action should proceed among the existing parties
or should be dismissed.”). The factors for determining whether a party is indispensable include:
(1) the extent to which a judgment rendered in the person’s absencemight prejudice that person or the existing

parties; (2) the extent to which any prejudice could be lessened or avoided by: (A) protective provisions in the
judgement; (B) shaping the relief; or (C) othermeasures; (3) whether a judgment rendered in the person’s absence
would be adequate; and (4) whether the plaintiff would have an adequate remedy if the action were dismissed
for nonjoinder.
Fed. R. Civ. P. 19(b).
230See generally A123 Sys., Inc. v. Hydro-Quebec, 626 F.3d 1213, 1222 (Fed. Cir. 2010) (dismissing a case against

a university patent owner because the university was both necessary and indispensable but could not be joined
due to sovereign immunity).
231Id. at 1221; Delano Farms, 655 F.3d at 1341–43 (finding that the USDA as patent owner was an indispens-

able party but allowing joinder because the Administrative Procedures Act waives immunity for administrative
agencies); Ali v. Carnegie Inst. Wash., 306 F.R.D. 20, 29 (D. D.C. 2014), aff’d 684 Fed. App’x 985 (Fed. Cir. 2017)
(holding that an inventorship challenge cannot proceed without the sovereign party because it could lose some
ownership interest in the patent); Dainippon Screen Mfg. Co., Ltd. v. CFMT, Inc., 142 F.3d 1266, 1272 (Fed.
Cir. 1998) (holding that one who can fully and adequately represent the interest of the patentee—here, an entity
created to commercialize the patent—is an indispensable party); Alfred E. Mann Found. For Sci. Research v.
Cochlear Corp., 604 F.3d 1354, 1359 (Fed. Cir. 2010) (“[P]atent owner is an indispensable party who must be
joined.”); Univ. of Utah, 734 F.3d at 1327–28 (explain that one with ownership interests in the patent is an indis-
pensable party); accord A.L. Smith Iron Co. v. Dickson, 141 F.2d 3, 5–7 (2d Cir. 1944) (Hand, J.) (holding that the
patentee or assignee is an indispensable party).
232See 7 Charles Alan Wright & Arthur R. Miller, et al., Federal Practice & Procedure Civil § 1617 (3d ed.
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joined in an action, but cannot be owing to sovereign immunity, the entire case
must be dismissed if there is the potential for the interests of the sovereign to be
injured.”233 Given the sovereign’s interest in the patent, assertion of sovereign
immunity will almost bar a patent validity or inventorship challenge.234

2. Traditional Exceptions to Sovereign Immunity Do Not Apply To Patent Validity
& Inventorship Challenges

There are exceptions to the doctrine of sovereign immunity that would seem-
ingly allow a patent validity or inventorship challenge to proceed.235 The first
is an officer suit—a suit against an officer of the sovereign rather than against
the sovereign directly. The second is a suit in rem—a suit against a piece of
property rather than against the sovereign. However, neither is applicable in
patent validity or inventorship challenges.

a. Officer Suits under Ex Part Young Are Not Available The officer-suit ex-
ception, first articulated in Ex Parte Young, allows one to sue a sovereign official
in lieu of suing the sovereign, to enjoin an ongoing violation of federal law.236.
The Young exception relies on the fiction that when an officer commits and un-
constitutional or unlawful act, he or she is no longer acting on behalf of the
state and is therefore not shielded by sovereign immunity.237 This is true even
if his or her actions were authorized or compelled by sovereign statute:238 “It is

2018) (“No doubt because of the sovereign-immunity concept, the application of Rule 19 in cases involving [a
sovereign] reflects a heavy emphasis on protecting its interests.”). Accord Republic of Phil. v. Pimentel, 553 U.S.
851, 855 (20008) (“[W]here sovereign immunity is asserted, and the claims of the sovereign are not frivolous, dis-
missal of the actionmust be ordered where there is a potential for injury to the interest of the absent sovereign.”);
Ali v. Carnegie Inst. Wash., 306 F.R.D. 20, 27 (D. D.C. 2014), aff’d 684 Fed. App’x 985 (Fed. Cir. 2017) (“[W]hile
the balancing of the Rule 19(b) factors is relevant and important, sovereign immunity reigns supreme in the anal-
ysis.”); accord Kickapoo Tribe of Indians v. Babbitt, 43 F.3d 1491, 1497 (D.C. Cir. 1995) (“While Rule 19(b) sets
forth four non-exclusive factors for the court to conider . . . there is very little room for balancing of other factors
set out in Rule 19(b) where a necessary party . . . is immune from suit because immunity may be viewed as one
of those interests compelling by themselves.”) (internal citations omitted).
233Klamatch Tribe Claims Comm. v. United States, 106 Fed. Cl. 87, 96 (Fed. Cl. 2012), aff’d, 542 Fed. App’x

974 (Fed. Cir. 2013); Ali, 306 F.R.D. at 29; A123 Sys., 626 F.3d at 1221 (holding that dismissal is required because
sovereigns that asserted immunity may “lose all rights in [their] patents despite the fact that [they] had no op-
portunity to defend [their] interests in the litigation.”). Federal Rule of Civil Procedure 12(b)(7) calls for dismissal
of a case for “failure to join a party under Rule 19.” Fed. R. Civ. P. 12(b)(7).
234The only exception might be where there is another party that can be joined who adequately represents

the interests of the absent sovereign, which is rare and would require some relationship with the sovereign.
See Univ. of Utah, 734 F.3d at 1327–28 (allowing an inventorship challenge to proceed without the University of
Massachusetts because theUniversity ofUtah, the co-owner of the patent, had the same interests as theUniversity
of Massachusetts in defending the patent); c.f. Ali, 684 Fed. App’x at 989 (holding that an inventorship challenge
cannot proceed without the University of Massachusetts because the Carnegie Institute, co-owner of the patent,
does not have the same interests in the outcome of the case).
235They might better be characterized as applications of the doctrine than expectations to it. Each is a legal

fiction that declares a case as one against another party or against a piece of property rather than against the
sovereign.
236209 U.S. 123, 159–60 (1908); Verizon Md., Inc. v. Pub. Serv. Comm’n of Md., 535 U.S. 635, 645 (2002) (“In

determining whether the complaint alleges an ongoing violation of federal law and seeks relief properly charac-
terized as prospective.”)
237See Pennhurst State School & Hosp. v. Halderman, 465 U.S. 89, 105, 114 n.25 (1984) (characterizing the Ex

Parte Young doctrine as a fiction).
238Ex Parte Young, 209 U.S. at 159–60.
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simply an illegal act upon the part of a state official in attempting . . . to enforce
a legislative enactment which is void because unconstitutional.”239 Sovereigns
are presumed not to endorse unconstitutional actions, so courts treat this situ-
ation not as an action of the state, but as an action of the official.240

An aggrieved party may only obtain prospective relief in an officer suit.241
This ensures that the Young exception does not swallow sovereign immunity—
“the Eleventh Amendment would have force only in the rare case in which a
plaintiff foolishly attempts to sue the [sovereign] in its own name” if all types
of relief were available in officer suits.242 As such, a party may only maintain
suit against an officer if a remedy against the officer, in his or her individual
capacity, is available to redress the injury.243 If the officer-suit has “essentially
the same practical consequences as a judgement against the State itself” then
the Young exception cannot apply.244 “The general rule is that a suit is against
the sovereign if the judgment sought would expend itself on the public trea-
sury . . . or if the effect of the judgement would be to restrain the Government
from acting or compel it to act” and theYoung exception is not available in these
circumstances.245

“[C]ontinuing prospective violations of a federal patent right by state offi-
cials may be enjoined by federal courts under the Ex Parte Young doctrine;
however, the Eleventh Amendment precludes the plaintiff from obtaining
monetary damages from individual defendants in their official capacities.”246
Sovereign ownership of an invalid patent appears to be a good candidate for a
suit under the Young exception.247 However, the Young exception is not avail-
able here because the aggrieved party likely cannot identify an individual re-
sponsible formaintaining the sovereign patent. Apartywhose rights have been
taken by the sovereign patent must show a “nexus” between the violation of
patent law and a particular individual.248 In patent cases, an officer’s responsi-
bility to manage, oversee, or direct a sovereign’s patent portfolio is insufficient
to show a nexus between the taking and the official.249 Whenever a particular,
individual officer cannot be identified as responsible for the violation of fed-
eral law, the case is viewed as one against the sovereign and is precluded by
239Id. at 159.
240Id. at 159–60.
241E.g., Edelman v. Jordan, 415 U.S. 651, 677 (1974).
242Pennhurst, 465 U.S. at 116.
243Edelman, 415 U.S. at 668 (noting that any effects on the state must only be “ancillary” for there to be a proper

officer suit).
244Lake Country Estates, Inc. v. Tahoe Reg’l Planning Agency, 440 U.S. 391, 401 (1979).
245Dugan v. Rank, 372 U.S. 609, 620 (1963).
246Pennington Seed Inc. v. Produce Exch. No. 299, 457 F.3d 1334, 1341 (Fed. Cir. 2006) (citing Kentucky v.

Graham, 473 U.S. 159, 169 (1985)).
247See supra Section III.B.; see also See Univ. Utah v. Max-Plank-Gesellschaft zur Forderung der Wissenschaften

e.V., 881 F. Supp. 2d 151, 155 (D. Mass. 2012), aff’d 734 F.3d 1315 (Fed. Cir. 2013) (noting that Young has been
used in patent infringement cases and might be available in correction of inventorship cases).
248Pennington, 457 F.3d at 1341–42.
249See id. at 1343–44 (“Allegations that a state official directs a University’s patent policy are insufficient to

causally connect that state official to a violation of federal patent law . . . . The fact that a University Official has
a general, state-law obligation to oversee a University’s patent policy does not give rise to a violation of federal
patent law.”).
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sovereign immunity.250
Even if the party can identify the correct officer—perhaps it is the inventor

named on the sovereign patent251—the Young exception does not apply due to
the sovereign’s interest in the patent. Invalidation of or correction of inventor-
ship of a sovereign patent necessarily involves the interest of the sovereign.252
If a suit is allowed to proceed against the officer, there is potential that the
sovereign could “lose all rights in its patent despite the fact that it had no op-
portunity to defend its interest in the litigation” if the patent is ultimately in-
validated.253 Even if the court orders a correction of inventorship rather than
invalidating the patent, the sovereign would “lose some of its rights in the [rel-
evant] patent without having participated in the suit.”254 With either outcome,
the sovereign “would lose either awhole or partial interest in the patent[]”255so
the officer suit would have “essentially the same practical consequences as a
judgement against the [sovereign] itself” and is therefore barred.256

The presumption that an issued patent is valid257 also precludes the appli-
cation of the Young exception in a patent validity challenge:

[A]n issued patent is presumed to be valid. Unless and until the [sovereign]
patent is determined to be invalid, there cannot be an ongoing violation of fed-
eral law for the [sovereign], which retains significant interests in its patent, . . .
to enforce that presumptively valid patent.258

This might seem counter intuitive. One presumably should not have to
prove invalidity, a substantive issue, to show that there they are entitled to bring
a suit against an officer.259 Still, “no Federal Circuit or district court [case] has
ever applied Ex Parte Young to a declaratory relief action seeking a declaration
of . . . patent invalidity.”260

250See id. at 1344. “To hold otherwise would not only violate the principles of federalism and a state’s sovereign
immunity, but it would be akin to a suit against the state itself.” Id.
251See Univ. Utah, 881 F. Supp. 2d at 155 (allowing a suit against the named inventor where the inventor is an

officer of the state).
252See Dugan v. Rank, 372 U.S. 609, 620 (1963) (explaining that an officer suit cannot proceed if its effects would

be primarily felt by the sovereign).
253A123 Sys., Inc. v. Hydro-Quebec, 626 F.3d 1213, 1221 (Fed. Cir. 2010); accord Schwarz Pharma Inc. v. Paddock

Labs., Inc., 504 F.3d 1371, 1374 (Fed. Cir. 2007) (“[A] patent should not be placed at risk of invalidation . . .
without participation of the patentee . . . .”).
254Cyanotech Corp. v. Nutraceuticals, LLC, No. 12-00352JMS-RLP, 2013 WL 504862, at *7 (D. Haw. Feb. 7,

2013).
255See Univ. Utah, 881 F. Supp. 2d at 155–56. In University of Utah, the district court allowed the case to proceed

as an officer suit against the state official named as an inventor on the sovereign patent. Id. However, on appeal
the Federal Circuit held that the Young question does not apply to the case in the first place so the district court’s
holding on that respect is dicta. See Univ. Utah v. Max-Plank-Gesellschaft zur Forderung der Wissenschaften
e.V., 734 F.3d 1315, 1325 (Fed. Cir. 2013) (“The district court also considered . . . whether the Ex Parte Young
exception to sovereign immunity applied. . . . Because this case does not involve a suit by citizens against a
State, there is no sovereign immunity issue here.”).
256Lake Country Estates, Inc. v. Tahoe Reg’l Planning Agency, 440 U.S. 391, 401 (1979).
257See 35 U.S.C. § 282 (2012).
258Cyanotech Corp., 2013 WL 504862, at *6 (citations omitted).
259See Verizon Md., Inc. v. Pub. Serv. Comm’n of Md., 535 U.S. 635, 646 (2002) (“But the inquiry into whether

suit lies under Ex parte Young does not include an analysis of the merits of the claim.”).
260Cyanotech Corp., 2013 WL 504862, at *7.
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b. Patent Validity Challenges are Not In Rem The issue of sovereign im-
munity may be avoided by bringing an action in rem, in which jurisdiction of
a federal forum is based on the property at issue rather than on the party in-
volved.261 “The effect of a judgement in such case is limited to the property that
supports jurisdiction and does not impose a personal liability on the property
owner, since he is not before the court.”262 Since patent validity and inventor-
ship challengers are seeking to affect the property—by invalidating the patent
or having it amended to include them as inventor—they have a valid argument
that in rem jurisdiction should be available in such cases. However, unlike
other in rem actions, invalidity and inventorship actions are not “against the
world,” but are instead “directed to evaluating the validity of the patent owner’s
patent” or inventorship claim.263 As such, the PTAB and federal courts have re-
peatedly held that patent validity and inventorship challenged cannot properly
be characterized in rem.264

This is consistent with the general principles of in rem jurisdiction and its
conflict with sovereign immunity. “[T]he Eleventh Amendment does not bar
federal jurisdiction over in rem . . . actions [only] when the [sovereign] is not
in possession of the property.”265 As discussed, sovereigns are in possession
of patents granted or assigned to them so an in rem action against the patent
would necessarily be one against the sovereign.266 In this context, the “premise
that a proceeding against the property is not a proceeding against the owners
of that property” breaks down and in rem jurisdiction is unwarranted.267

3. Participation in the Patent System Does Not Waive Immunity

Sovereigns may waive immunity and be subject to suit in federal forums but
“only under two circumstances: first, if the [sovereign] on its own initiative in-
vokes the jurisdiction of the federal courts; and second, upon a clear declaration
by the [sovereign] of its intent to submit to federal jurisdiction.”268 In patent
261See Shaffer v. Heitner, 433 U.S. 186, 199 (1977) (“If jurisdiction is based on the court’s power over property

within its territory, the action is called ‘in rem’ or ‘quasi in rem.’”).
262Id. at 199; United States v. Appox. $1.67 Million in Cash, Stocks and Other Valuable Assets, 513 F.3d 991,

996 (9th Cir. 2008) (“Jurisdiction in rem is predicated on the ‘fiction of convenience’ that an item of property is a
person against whom suits can be filed and judgements entered.”).
263SeeCovidien LP v. Univ. Fla. Research Found., No. IPR2016-01274 to -01276, 2017WL 4015009, at *6 (P.T.A.B.

Jan. 25, 2017).
264See VSIM Patent Co. LLC v. Benson, No. C12-102RSL, 2012 WL 2115373, at *2 (W.D. Wash. June 11, 2012);

Covidien LP, 2017 WL 401509, at *6; Reactive Surfaces LTD v. Toyota Motor Corp., No. IPR2016-01914, 2017 WL
2992429, at *6 (P.T.A.B. July 13, 2017); Ericsson Inc. v. Regents of Univ. Minn., Nos. IPR2017-01186, -01197, -01200,
-01214, -01219, 2017 WL 6517563, at *3 (P.T.A.B. Dec. 19, 2017). But see Mylan Pharm. V. St. Regis Mohawk Tribe,
Nos. IPR2016-01127 to -01132, Paper No. 129, at 16 (P.T.A.B. Feb. 23, 2018) (allowing an action to proceed in rem
against a tribal entity).
265Tenn. Student Assistance Corp. v. Hood, 541 U.S. 440, 446 (2004) (holding that in rem jurisdiction was

allowed in an admiralty case because the property at issue did not belong to the state).
266See A123 Sys. Inc. v. Hydro-Quebec, 626 F.3d 1213, 1217–18 (Fed. Cir. 2010) (noting that a patentee is a

necessary party to any litigation because any invalidation or change of a patent necessarily affects that patentee);
Covidien LP, 2017 WL 401509, at *6 (stating that the PTAB is “not prepared to say on the present record and
arguments that inter partes reviews are purely proceedings in rem against patents”).
267See Shaffer, 433 U.S. at 205.
268Xechem Int’l, Inc..v Univ. Tex. M.D. Anderson Cancer Ctr., 382 F.3d 1324, 1329 (Fed. Cir. 2004) (citing Coll.

Savs. Bank v. Fl. Prepaid Postsecondary Educ. Expense Bd., 527 U.S. 666, 675–76 (1999)). The sovereign’s waiver
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law, the fact that a sovereign has availed itself of the patent laws by applying for
andmaintaining patents does not constitute a waiver of immunity.269 To waive
immunity, the sovereign generally has to initiate suit in federal court, usually a
patent infringement action, or otherwise seek out litigation over the patent.270
By doing so, the sovereign waives immunity from compulsory counter claims
in federal court and from patent validity challenges in the PTAB.271

Even where there is a waiver of immunity, it is construed vary narrowly.272
First, any waiver is only effective in the particular jurisdiction in which the
sovereign initiates suit.273 Second, the waiver only applies to the case brought
by the sovereign and has no effect on subsequent actions.274 Third, the waiver
only applies to counterclaims that are reasonably foreseeable to the sovereign—
those it would expect to litigate when initiating suit.275 Finally, the waiver only
applies to the claims the defendant has against the sovereign, it does not waive
immunity for actions brought by any other party.276

In short, there is no broad waiver of immunity that would allow those with
a direct or competing interest in the sovereign patent to initiate a validity or
inventorship challenge. The aggrieved party must wait for the sovereign to
initiate suit—in the jurisdiction and at the time of its choosing—before it can
make its claim.
must be “unequivocally expressed.” Pennhurst State Sch. &Hosp. v. Halderman, 465 U.S. 89, 99 (1984); Edelman
v. Jordan, 415 U.S. 651, 677 (1974) (noting that waiver is found only “by the most express language or by such
overwhelming implications” such that there is no other reasonable construction).
269Ali v. Carnegie Inst. Wash., 684 Fed. App’x. 984, 992 (Fed. Cir. 2017) (holding that agreeing to apply for

an maintain patents on federally funded subject matter under the Bayh-Dole Act does not waive immunity to
any suits regarding those patents); Vas-Cath, Inc. v. Curators Univ. Mo., 473 F.3d 1376, 1383 (Fed. Cir. 2007)
(“The district court correctly observed that a state does not waive its sovereign immunity simply be engaging
in activities normally conducted by private individuals or corporations.”); Xechem Int’l, Inc., 382 F.3d at 1331
(denying the argument that “a state’s invocation of the authority of the PTO to grant patents is analogous to the
state’s invocation of federal authority to enforce its patent rights” and finding no waiver of immunity).
270See Regents Univ. N.M. v. Knight, 321 F.3d 1111, 1125–26 (Fed. Cir. 2003); Fla. Prepaid Postsecondary Educ.

Expense Bd. v. College Savs. Bank, 27 U.S. 627, 635 (1999).
271Knight, 321 F.3d at 1125–26 (Fed. Cir. 2003) (“[W]hen a state files suit in federal court to enforce its claims to

certain patents, the state shall be considered to have consented to have litigated in the same forum all compulsory
counterclaims . . . .”); LSI Corp. v. Regents Univ. Minn., No. IPR2017-01068, 2017 WL 6517562, at *3 (P.T.A.B.
Dec. 19, 2017) (“It would be unfair and inconsistent to allow a State to avail itself of the federal government’s au-
thority by filing a patent infringement action in federal court, but then selectively invoke its sovereign immunity
to ensure that a defendant is barred from requesting an inter partes review of the asserted patent from a different
branch of that same federal government.”)
272Coll. Savs. Bank, 527 U.S. at 675 (“Courts indulge in every reasonable presumption against waiver of funda-

mental constitutional rights [including] sovereign immunity.”).
273Knight, 321 F.3d at 1125–26 (noting that a state consents to litigation “in the same forum” when it brings an

action to assert a patent).
274Biomedical Patent Mgmt. Corp. v. Cal. Dep’t Health Servs., 505 F.3d 1328, 1329–30 (Fed. Cir. 2007) (“[A]

States’swaiver of immunity as to the subjectmatter of a lawsuit does not, by itself, constitute awaiver of immunity
in any future lawsuit involving that subject matter.”).
275Knight, 321 F.3d at 1125–26.
276See Tegic Commc’ns Corp. v. Bd. Regents Univ. Tex. Sys., 458 F.3d 1335, 1341–42 (Fed. Cir. 2006) (holding

that initiation of a suit by a University had no effect on the University’s immunity with respect to the declaratory
judgement action brought by a third party).
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C. Sovereign Immunity Should not be Available in Patent Validity and
Inventorship Challenges Brought By Parties With a Takings Claim

“[I]f the Federal courts cannot hear a claim of patent [misappropriation] by a
state because of the XI Amendment, a patentee will never have a forum for as-
serting the unconscionably of the taking of his patent.”277 However, due to the
lack of exceptions or other means of avoiding sovereign immunity in patent
validity and inventorship challenges, “sovereign immunity reigns supreme”
and forecloses addressing the takings issue.278 This section discusses why
sovereign immunity should fall in the face of a patent validity or inventorship
challenge that alleges a taking.

1. Non-Sovereign Parties Must Risk Infringement Before Being Able to Address
the Taking, With No Guarantee That the Sovereign Will Ever Initiate Litigation

The only way a party can challenge the validity or inventorship of a sovereign
patent is to risk infringing the sovereign patent and waiting for the sovereign
to initiate a patent infringement suit against the party.279 Not only does this
put the aggrieved party at a strategic disadvantage—the sovereign getting to
choose the jurisdiction and timing of litigation—there is no guarantee that any
such suit will actually be initiated by the sovereign.280 One might think that
if a party chooses to infringe the patent and the sovereign never brings an in-
fringement action that there is nothing about which the party can complain:
the party gets to practice the subject matter. This may be true for parties just
wishing to practice the patented subject matter, but those with an ownership
interest in the subject matter are still precluded from controlling the right to
exclude concomitant with the patent; this is what amounts to a taking.281

By risking infringement, parties are also putting themselves in a position
where, if they are wrong about the invalidity of the sovereign patent, they can
be liable for treble damages for the infringement.282 “The rule that a plaintiff
must . . . risk treble damages . . . before seeking a declaration of its actively
contested legal rights finds no support in Article III” and is contrary to princi-
ples of patent law.283 Declaratory judgement actions are intended “to enable a
person who is reasonably at legal risk . . . to obtain judicial resolution of [an
unresolved] dispute without having to await the commencement of legal ac-
tion by the other side.”284 Recognizing the importance of delineating the scope
277Hercules Inc. v. Minn. State Highway Dep’t, 337 F. Supp. 795, 799 (D. Minn. 1972).
278See Ali v. Carnegie Inst. Wash., 684 Fed. App’x. 984, 989 (Fed. Cir. 2017)
279See supra Section IV.A., IV.B.
280See generally Teva Pharm. USA, Inc. v. Novartis Pharm. Corp., 482 F.3d 1330, 1336, 1336 n.2 (Fed. Cir. 2007).

(“Before the declaratory judgment provisions, competitors were ‘victimized’ by patent owners who engaged in
‘extrajudicial patent enforcement with scare-the-customer-and-run tactics that infected the competitive environ-
ment of the business community with uncertainty and insecurity’ and that rendered competitors ‘helpless and
immobile so long as the patent owner refused to sue.’”) (internal citations and alterations omitted).
281See supra Section III.B.2.
282See 35 U.S.C. § 284 (authorizing an “increase [of] damages up to three times the amount found or assessed”

for willful infringement).
283Medimmune, Inc. v. Genentech, Inc., 549 U.S. 118, 134 (2007).
284BP Chems. Ltd. v. Union Carbide Corp., 4 F.3d 975, 977 (Fed. Cir. 1993).
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of patent rights without risking infringement, courts have repeatedly declared
that “declaratory judgments play a special role in patent cases”285 and “should
be construed with liberality in the patent field.”286

Post-grant PTAB proceedings also recognize the importance of clearly de-
lineating the scope of issued patents, including their validity.287 IPR’s were cre-
ated specifically to allow parties to challenge the validity of a patent without
first having to risk infringement or wait for the patentee to initiate suit.288 That
is why the standing barriers and standards of proof are reduced.289 PTAB pro-
ceedings are intended to serve the public purpose of “weeding out badpatents”
by liberally allowing the PTO to determine whether a granted patent should
have been granted in the first place.290

The purpose of declaratory judgments and PTAB proceedings are to allows
challenges on validity and inventorship without “wait[ing] for the patentee to
decide when and where to sue.”291 Sovereign immunity is contrary to this pur-
pose and against the “public interest favoring the judicial testing of patent va-
lidity.”292

2. Sovereign Maintenance of An Unwarranted Monopoly Has Detrimental Eco-
nomic Effects

“[A] patent is an exception to the general rule against monopolies and to the
right to access to a free and open market” and the public has “a paramount
interest in seeing that patent monopolies . . . are kept within their legiti-
mate scope.”293 Allowing immunity from patent validity and inventorship
challenges allows sovereigns to maintain monopolies, to which they are not
entitled, that might have serious anticompetitive effects on competitors.294
Sovereign patent owners can avoid litigating the validity of their patents by
never initiating an infringement suit and simultaneously use their patent rights
to threaten infringement, leverage licensing deals from competitors, or other-
wise hinder competition with invalid patents.295

285See Interdynamics, Inc. v. Firma Wolf, 698 F.2d 157, 165 (3rd Cir. 1983).
286See Wembley, Inc. v. Superba Cravats, Inc., 315 F.2d 87,89 (2d Cir. 2963).
287See Cuozzo Speed Tech., LLC v. Lee, 136 S.Ct. 2131, 2155 (2016) (noting that IPRs have “a leading role in

combating the detrimental effect that bad patents can have on innovation”).
288H.R. Rep. No. 112-98, at 45 (2011) (noting that an issue with inter partes reexamination was that parties

did not see it as valuable so they would opt to risk infringement in order to challenge the patent in federal court
instead of through the PTO proceeding).
289See Cuozzo Speed, 136 S.Ct. at 2144; see also 37 C.F.R. § 42.104 (2016).
290H.R. Rep. No. 112-98, at 165. See MCM Portfolio LLC v. Hewlett-Packard, 812 F.3d 1284, 1291 (Fed. Cir.

2015) (citing Paltex Corp. v. Mossinghoff, 758 F.2d 594, 604 (Fed. Cir. 1985)).
291See EMC Corp. v. Norand Corp., 89 F.3d 807, 811 (Fed. Cir. 1996).
292United States v. Glaxo Group Ltd., 410 U.S. 52, 69 (1973); see also supra Section II.B.
293Precision Instruments Mfg. Co., Auto. Maint. Mach. Co., 324 U.S. 806, 816 (1945).
294See generally Blonder-Tongue Labs., Inc. v. Univ. Ill. Found., 402 U.S. 313, 345–46 (1971) (explaining how

enforcement of an invalid patent puts licensees of that patent at a competitive disadvantage as compared to
parties who have the incentive and means to litigate the patent’s validity rather than accepting a license).
295Teva Pharma. USA, Inc. v. Novartis Pharma. Corp., 482 F.3d 1330, 1336, 1336 n.2 (Fed. Cir. 2007). (“Before

the declaratory judgment provisions, competitors were ‘victimized’ by patent owners who engaged in ‘extraju-
dicial patent enforcement with scare-the-customer-and-run tactics that infected the competitive environment of
the business community with uncertainty and insecurity’ and that rendered competitors ‘helpless and immobile
so long as the patent owner refused to sue.’”) (internal citations and alterations omitted).
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Parties threatened with infringement “will often decide that paying royal-
ties under a license or settlement is preferable to the costly burden of challeng-
ing the patent” or risking infringement.296 Andwhen that patent is owned by a
sovereign entity, parties are foreclosed from bringing an invalidity or inventor-
ship challenge so they have no real option but to accept a license or risk infringe-
ment and face treble damages.297 This cost associated with paying a license
royalty or with significant damages for infringement may be enough to sup-
press the actions of competitors and innovators in the field.298 The sovereign
is able to realize profits from a patent “that fails to meet the congressionally
imposed criteria of patentability,” a result that “is anomalous” and contrary to
the purpose of the patent system.299

The mere existence of the invalid sovereign patent and the inability to chal-
lenge it may also prevent innovation. The entire premise of the patent system
is to incentivize investment into socially beneficial technologies by promising
the right to recoup that investment and profit off the technology for a limited
period of exclusivity.300 The incontestable, invalid sovereign patent serves to
foreclose the grant of a patent on similar subjectmatter or limit the ability of an-
other to exploit a valid patent.301 These economic barriers remove the incentive
for those individuals to innovate and “unnecessarily stile[s] competition.”302

Due to the economic harm resulting from the assertion of invalid patents,
ensuring that granted patents are valid has greater public importance than pro-
tecting the sovereign’s patent rights or allowing the sovereign to assert an in-
valid patent.303 Sovereigns should not be able to use immunity to avoid inva-
lidity and inventorship challenges.

V. CONCLUSION

Sovereign ownership of an invalid patent can amount to a taking of the pro-
tected property interests of those with a direct ownership claim in the subject
296Blonder-Tongue Labs., Inc., 402 U.S. at 338. See also Cover v. Schwarts, 133 F.2d 541, 545 (2d Cir. 1943) (noting

that the “mere threats of patent suits, due to the expense of defending such litigation, may often prevent lawful
completion”); Prima Tek II, LLC v. Polypap S.A.R.L., 412 F.3d 1284, 1289 (Fed. Cir. 2005) (“[W]e are mindful
that if an invalid patent is issued, competitors may be deterred from challenging it by the substantial cost of
litigation.”)
297See Ali v. Carnegie Inst. of Wash., 684 Fed. App’x. 985, 995 (Fed. Cir. 2017) (noting that there are inadequate

routes for challenging a sovereign patent).
298See generally Cover v. Schwarts, 133 F.2d 541, 545 (2d Cir. 1943) (noting that “the expense of defending

such litigation, may often prevent lawful competition”); Blonder-Tongue Labs., Inc., 402 U.S. at 339 (reporting that
“there were undoubtedly more suits that were threatened but not filed, because the threat alone was sufficient
to forestall a challenge to the patent”).
299Blonder-Tongue Labs., Inc., 402 U.S. at 343.
300See generally Bonito Boats, Inc. v. Thunder Craft Boats, Inc., 489 U.S. 141, 150–51 (1989) (“The federal patent

system . . . embodies a carefully crafted bargain for encouraging the creation and disclosure of new, useful, and
nonobvious advances in technology and design in return for the exclusive right to practice the invention for a
period of years.”).
301See supra Sections II.A., III.B.
302See Pfaff v. Wells Elecs., Inc., 525 U.S. 55, 63 (1998).
303See, e.g., Sinclair & Carroll Co. v. Interchemical Corp., 325 U.S. 327, 330 (1945) (noting that as between in-

fringement and validity, “validity has the greater public importance” and that the “better practice [is to] inquir[e]
fully into the validity of [the asserted] patent”).
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matter of the sovereign patent or with competing property rights that are hin-
dered by the sovereign patent. These parties are entitled to compensation for
the taking but sovereign entities are presently allowed to assert immunity from
the only forums available to provide the required remedy. Not only does this
create a serious constitutional issue, it is against the policy of the patent laws
and allows for the maintenance of unwarranted monopolies. Sovereign im-
munity should not be available when asserting it would facilitate the taking of
another’s patent rights. “There is no rational to support [sovereign] immunity
that outweighs the Constitutional protection of inventors’ rights.”304

304H.R. Rep. No. 101-960, at 47 (1990).
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Preclusive Effect of the International Trade
Commission’s Patent Decisions:

Can District Courts Ignore Texas Instruments Inc.
v. Cypress Semiconductor Corp.?

Emre Yuzak∗

Abstract

Section 337 of the Tariff Act of 1930, as amended, gives complainants
a powerful remedy against unfair practices in import trade. It permits the
United States International Trade Commission (“ITC”) to exclude certain
items from importation, directing Customs and Border Patrol to deny their
entry. Section 337, with its liberal grants of exclusion orders, attractsmainly
intellectual property disputes, including several high-profile smartphone
cases.

Litigants in section 337 cases may also bring their disputes to state or
federal court, raising the question of what preclusive effect the ITC’s deci-
sion has. In Texas Instruments Inc. v. Cypress Semiconductor Corp., the Fed-
eral Circuit ruled that parties cannot rely on the ITC’s decision in patent
cases to apply claim preclusion or issue preclusion in other cases.

This article examines the preclusive effect of the ITC’s decisions and also
examines related issues that are still unresolved. Courts have not agreed on
whether the Federal Circuit’s decisions on an appeal from the ITC should
receive the same treatment as the ITC’s own decisions. Several regional
courts of appeal have held that the ITC’s decision in non-patent cases can
have preclusive effect, but none have addressed copyright cases, whichmay
require treatment different from other non-patent cases. Lastly, this article
argues that when the Federal Circuit decided the preclusive effect of the
ITC’s patent decisions in Texas Instruments, its holding was potentially not
binding on any other court.

∗JD Candidate, Class of 2019, University of California, Berkeley, School of Law.
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I. Introduction

The United States International Trade Commission (“ITC”), created by a 1974
amendment to the Tariff Act of 1930, adjudicates disputes involving importa-
tion where there are underlying claims of patent, copyright, trademark, trade
secret, or antitrust violations.1 Using administrative proceedings under sec-
tion 337 of the Tariff Act of 1930 (codified as 19 U.S.C. § 1337), a successful
complainant in this quasi-judicial agency’s administrative proceedings earns
an exclusion order in almost every case.2 An exclusion order bars the respon-
dents in the case, and in special cases, all parties, from importing certain prod-
ucts to the United States.3 Because the ITC offers an attractive remedy and re-
solves disputes quickly, it has become a popular venue for intellectual property
disputes.4

1See 19 U.S.C. § 1337(a)(1) (2012); William P. Atkins, Appreciating 337 Actions at the ITC: A Primer on Intellectual
Property Issues and Procedures at the U.S. International Trade Commission, 5 U. Balt. Intell. Prop. L.J. 103, 105–06
(1996).

2See § 1337(d); Colleen V. Chien, Protecting Domestic Industries at the ITC, 28 Santa Clara Computer & High
Tech. L. J. 169, 173 (2011).

3Robert S. Budoff, A Practitioner’s Guide to Section 337 Litigation before the International Trade Commission, 17 Law
& Pol’y Int’l Bus. 519, 572–73 (1985) (explaining the difference between a general exclusion order and a limited
exclusion order).

4See Chien, supra note 2 at 171–72.
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ITC complainants can also bring their claims in state or federal court, and
most ITC actions have a corresponding federal district court action.5 The dual-
path litigation raises a question about the preclusive effect of the ITC’s decision.
In general, a court can preclude parties from making certain arguments based
on an administrative agency’s prior adjudications by applying claim preclusion
(also called res judicata) or issue preclusion (also called collateral estoppel).6
Common-law principles such as the rules of preclusion apply to administrative
agencies’ adjudications unless a “statutory purpose to the contrary is evident.”7

The Federal Circuit has held that ITC decisions on patent matters have no
res judicata or collateral estoppel effect in district court because the legislative
history of section 337 expressed such a “contrary” intent.8 That decision only
discussed patentmatters, and the Federal Circuit has not said the same for non-
patent matters.9 The Federal Circuit reviews all appeals from patent cases in
district court and section 337 cases in the ITC.10

Although, the Federal Circuit held that a “district court can attribute what-
ever persuasive value to the prior ITC decision that it considers justified,” dis-
trict courts have not agreed on how much deference to give Federal Circuit
decisions on appeal from the ITC, as opposed to ITC decisions without ap-
pellate review.11 Some courts have held that ITC decisions about non-patent
matters can preclude arguments in other cases, though no court has consid-
ered whether to preclude arguments based on an earlier ITC decision about
copyright matters.12

In Part II, this article explains the legal background to preclusion based on
ITC decisions for both patent and non-patent decisions. Then, Part III explains
how much deference courts have given to ITC decisions on patents and also
Federal Circuit decisions about patent disputes on appeal from the ITC. Part
IV discusses two unresolved issues—a choice of law problem and the preclu-
sive effect of the ITC’s copyright decisions. Last, Part V addresses arguments
that litigants might make to persuade a court that an ITC decision should have
no preclusive effect, and it addresses exceptions where preclusion would not
apply.

5Chien, supra note 2 at 171.
6Univ. of Tenn. v. Elliott, 478 U.S. 788, 797 (1986).
7Astoria Fed. Sav. & Loan Ass’n v. Solimino, 501 U.S. 104, 108 (1991).
8See Tex. Instruments Inc. v. Cypress Semiconductor Corp., 90 F.3d 1558, 1568–69, 1568 n.9 (Fed. Cir. 1996).

The Federal Circuit applies the law of the district court’s regional circuit when applying collateral estoppel, even
in patent cases. See Vardon Golf Co. v. Karsten Mfg. Corp., 294 F.3d 1330, 1333 (Fed. Cir. 2002). See infra Section
IV.A for a discussion about how this affects the relevance of Texas Instruments.

9See Tex. Instruments, 90 F.3d at 1568–69.
1028 U.S.C. § 1295(a)(1), (6) (2012).
11Tex. Instruments, 90 F.3d at 1569; see 28 U.S.C. § 1295(a)(6) (giving the Federal Circuit exclusive jurisdiction

over appeals from the ITC); Alloc, Inc. v. Norman D. Lifton Co., No. 03 CIV. 4419 (PAC), 2007 WL 2089303, at *9
(S.D.N.Y. July 18, 2007) (discussing courts’ various approaches toward Federal Circuit review of ITC decisions).

12See, e.g., Aunyx Corp. v. Canon U.S.A., Inc., 978 F.2d 3, 6 (1st Cir. 1992).
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II. Legal background

Claim preclusion applies in a second suit if “(1) there is identity of parties (or
their privies); (2) there has been an earlier final judgment on the merits of a
claim; and (3) the second claim is based on the same set of transactional facts
as the first.”13 And issue preclusion applies when “an issue of fact or law is
actually litigated and determined by a valid and final judgment, and the de-
termination is essential to the judgment.”14 That “determination is conclusive
in a subsequent action between the parties, whether on the same or a differ-
ent claim.”15 Courts also require an “adequate opportunity to litigate” in the
prior action before giving it preclusive effect.16 Both forms of preclusion “pro-
tect[] litigants from the burden of relitigating an identical issue with the same
party or his privy” and “promot[e] judicial economy by preventing needless
litigation.”17

Courts considering whether to give preclusive effect to ITC decisions have
focused on whether Congress expressed an intent “contrary” to the general
rule that preclusion can apply.18 In particular, courts have often looked to the
Senate Finance Committee’s report on the Trade Act of 1974 amending section
337.19 The relevant part of that report states:

The Commission is not . . . empowered . . . to set aside a patent
as being invalid or to render it unenforceable . . . . The Commis-
sion’s findings neither purport to be, nor can they be, regarded as
binding interpretations of the U.S. patent laws in particular factual
contexts. Therefore, it seems clear that any disposition of a Com-
mission action by a Federal Court should not have a res judicata or
collateral estoppel effect in cases before such courts.20

Courts that have considered the Senate report have agreed that Congress did
not intend for all ITC decisions to have preclusive effect in district court.21 The
Federal Circuit in Texas Instruments held that no patent decision in the ITC
should have a preclusive effect.22 Most courts have held that a non-patent de-
cision could have a preclusive effect.23

13Jet, Inc. v. Sewage Aeration Sys., 223 F.3d 1360, 1362 (Fed. Cir. 2000) (citing Parklane Hosiery Co. v. Shore, 439
U.S. 322, 326 n.5 (1979)).

14Tex. Instruments, 90 F.3d at 1568.
15Id.
16See Blonder-Tongue Labs., Inc. v. Univ. of Ill. Found., 402 U.S. 313, 328–29 (1971); United States v. Utah

Const. & Min. Co., 384 U.S. 394, 422 (1966).
17Parklane, 439 U.S. at 326.
18See, e.g. Tex. Instruments, 90 F.3d at 1568–69.
19See id.
20S. Rep. No. 93-1298, at 196 (1974), reprinted in 1974 U.S.C.C.A.N. 7186, 7329.
21See infra Section II.
2290 F.3d at 1568–69.
23See, e.g., Union Mfg. Co. v. Han Baek Trading Co., 763 F.2d 42, 45 (2d Cir. 1985).
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A. Patent cases

Cases predating Texas Instruments gave preclusive effect to the ITC’s factual
findings but not its legal conclusions.24 Prior cases also distinguished patent
validity findings, which not did receive preclusive effect, from other issues,
which did.25 The Telectronics court and other courts justified a distinction be-
tween patent validity findings and other findings through the Senate report,
which supported the distinction.26 The Telectronics court also looked to 28
U.S.C. § 1338(a), which the court said granted to district courts “exclusive ju-
risdiction over patent claims.”27 Courts stopped making distinctions based on
factual findings or validity findings after Texas Instruments, which made no
such distinctions.28 Texas Instruments also explicitly permitted relitigation of
all defenses to patent infringement.29 It held that “accused infringers can raise
whatever defenses they believe are justified, regardless whether they previously
raised them and lost in the ITC.”30

B. Non-patent cases

With one exception, courts have consistently held that ITC decisions on non-
patent matters could have preclusive effect. No court, however, has considered
whether copyright claims litigated in the ITC can have preclusive effect.

The Second Circuit found that preclusion could apply to non-patent mat-
ters, and it justified that outcome by referring to 28U.S.C. § 1338(a) and the Sen-
ate Finance Committee report on the 1974 amendments to section 337.31 The
SecondCircuit, inUnion, reasoned that Congressmade no exception to the gen-
eral rule that preclusion could apply to the ITC’s adjudications of non-patent
matters.32 Based on 28 U.S.C. § 1338(a) and the Senate report, the “ITC ha[d]
no jurisdiction to determine patent validity except to the limited extent neces-
sary to decide a case otherwise properly before it,” and trademark and false
designation of origin claims had no such limitation.33 The Fourth Circuit, cit-
ing Union, agreed that a district court could preclude certain issues and claims
based on earlier litigation at the ITC about an antitrust and unfair competition

24See In re Convertible Rowing Exerciser Patent Litig., 814 F. Supp. 1197, 1199, 1201, 1208 (D. Del. 1993).
25See Union, 763 F.2d at 45 (“The jurisdictional bar to res judicata treatment of ITC patent validity determina-

tions simply does not apply to other decisions by the ITC.”); Telectronics Proprietary, Ltd. v Medtronic, Inc., 687
F. Supp. 832, 846–47 (S.D.N.Y. 1988) (applying collateral estoppel to a license defense—which is not a validity
defense—previously raised in an patent dispute at the ITC).

26See Telectronics, 687 F. Supp. at 846 n.42.
27Id. at 845–46; see 28 U.S.C. § 1338(a) (2012); see infra Section IV.B (arguing that courts misstated § 1338(a)’s

jurisdictional requirements).
28See, e.g., Fuji Photo Film Co. v. Jazz Photo Corp., 173 F. Supp. 2d 268, 274 n.2 (D.N.J. 2001) (“The Federal

Circuit in Texas Instruments had ample opportunity to distinguish between a factual or legal preclusive effect and
did not do so.”).

29See Tex. Instruments Inc. v. Cypress Semiconductor Corp., 90 F.3d 1558, 1569 (Fed. Cir. 1996).
30Id. (emphasis added).
31See, e.g., Union Mfg. Co. v. Han Baek Trading Co., 763 F.2d 42, 45–46 (2d Cir. 1985) (finding that res judicata

could preclude trademark infringement and false designation of origin claims previously brought in the ITC).
32Id. at 44–46.
33Id. at 45.
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dispute.34 Similarly, the First Circuit found that res judicata could preclude lit-
igation of an antitrust claim in district court based on a prior ITC decision.35
The Eastern District of Wisconsin precluded a defendant from arguing that it
did not misappropriate trade secrets by looking to the ITC’s determination on
the same issue and applying collateral estoppel.36 That court also denied cer-
tifying the issue for an interlocutory appeal because there was no “substantial
ground for difference of opinion” on that issue even though collateral estoppel
based on trade secret claims in the ITC was an issue of first impression.37 Of
these cases, onlyUnion explicitly considered 28U.S.C. § 1338 and the legislative
history of the 1974 amendments to 19 U.S.C. § 1337.38

One court, addressing whether Lanham Act trademark claims brought in
the ITC could have preclusive effect, interpreted the Senate report to mean that
no ITC decision can have preclusive effect.39 In that case and one other, the
ITC argued as amicus that its decisions should not have preclusive effect.40 No
other court, however, has adopted this view.

III. Preclusion and deference to ITC patent decisions
today

Cases after Texas Instruments have not agreed on how much deference to give
Federal Circuit decisions on patent matters appealed from the ITC, as opposed
to ITC decisions without appellate review.41 Likewise, courts have given vary-
ing degrees of deference to ITC determinations.42

A. Federal Circuit patent decisions on appeal from the ITC

Courts distinguishing between the ITC’s findings and the Federal Circuit’s
findings after an appeal from the ITC have relied on language fromTexas Instru-
ments. While Texas Instruments held that a “district court can attributewhatever
persuasive value to the prior ITC decision that it considers justified,” the Fed-
eral Circuit also said that it was “bound” to its own precedents.43 “[S]hort of

34Balt. Luggage Co. v. Samsonite Corp., No. 91-1758, 977 F.2d 571, 1992 WL 296368, at *1, *3–4 (4th Cir. Oct.
16, 1992) (unpublished table decision).

35Aunyx Corp. v. Canon U.S.A., Inc., 978 F.2d 3, 4 (1st Cir. 1992).
36Manitowoc Cranes LLC v. Sany Am. Inc., No. 13-C-677, 2017 WL 6327551, at *3, *5 (E.D. Wis. Dec. 11, 2017).
37Manitowoc Cranes LLC v. Sany Am. Inc., No. 13-C-677, 15-C-647, 2018 WL 582334, at *2 (E.D. Wis. Jan. 29,

2018).
38See Union Mfg. Co. v. Han Baek Trading Co., 763 F.2d 42, 45–46 (2d Cir. 1985).
39Trade Assocs. v. Makita, No. C88-1028C, 1990 WL 10848940, at *2 (W.D. Wash. Mar. 2, 1990).
40Id. at *2; Balt. Luggage Co. v. Samsonite Corp., 727 F. Supp. 202, 205 (D. Md. 1989), aff’d, No. 91-1758, 977

F.2d 571, 1992WL 296368, at *1 (4th Cir. Oct. 16, 1992) (unpublished table decision). The ITC also filed an amicus
brief in In re Convertible Rowing Exerciser Patent Litigation, 721 F. Supp. 596 (D. Del. 1989), but the court did not
discuss the ITC’s views on the preclusive effect of its decisions and the brief was not available. Id. at 598–603,
603 n.17; see also Corning Glass Works v. ITC, 799 F.2d 1559, 1570 n.12 (Fed. Cir. 1986) (noting that the ITC took
“the position that its decision have no res judicata effect” in district court litigation).

41See Alloc, Inc. v. Norman D. Lifton Co., No. 03 CIV. 4419 (PAC), 2007 WL 2089303, at *9 (S.D.N.Y. July 18,
2007).

42See infra Section III.A, III.B.
43Tex. Instruments Inc. v. Cypress Semiconductor Corp., 90 F.3d 1558, 1569 (Fed. Cir. 1996).
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thoroughly justified grounds,” it had “powerful incentives not to deviate” from
prior holdings.44 Some districts courts have interpreted that as an instruction
to give more deference to the Federal Circuit’s findings, reasoning that if the
reviewing court was “bound” to its precedents, then the district court would
be at least as constrained.45

District courts have not uniformly applied this part of Texas Instruments.
Cases range from holding that a Federal Circuit decision on appeal from the
ITCwas binding on the district court to giving no “deferential treatment” to the
Federal Circuit decision and deciding anew based on an “independent review
of the facts and law.”46 Other courts have come out somewhere in between.47

Trial courts that have made the distinction between ITC decisions and Fed-
eral Circuit decisions after an appeal from the ITC likely decided correctly
because Texas Instruments also made that distinction. The Federal Circuit in-
structed courts to attribute “whatever persuasive value to the prior ITC deci-
sion”was “justified,” and it also said a subsequent Federal Circuit panel would
have “powerful incentives not to deviate” from its prior holdings “short of thor-
oughly justified grounds.”48 The district court in Flexsys correctly recognized
that “[g]iven the greater authority and capacity of the Federal Circuit, a district
court should accord prior rulingsmore deference than would a subsequent Cir-
cuit panel.”49

B. ITC patent decisions

Most district courts following the Federal Circuit’s guidance that district courts
should give ITC decisions “whatever persuasive value” the district court “con-
siders justified” have agreed with the ITC’s findings.50 Clarifying in a later
case, the Federal Circuit added that the weight an ITC decision deserves “de-
pends on the decision’s content, not its status.”51 The Patent Trial and Appeal
Board has also not given ITC decisions preclusive effect and has not said much
else about the persuasive value of ITC decisions.52 The only state court case to

44Id.
45See Minn. Mining & Mfg. Co. v. Beautone Specialties Co., 117 F. Supp. 2d 72, 83 (D. Mass. 1999).
46Amgen, Inc. v. F. Hoffman-Laroche Ltd, 456 F. Supp. 2d 267, 276 n.6 (D. Mass. 2006); Fuji Photo Film Co. v.

Jazz Photo Corp., 173 F. Supp. 2d 268, 274 (D.N.J. 2001).
47See Thomson Consumer Elecs., Inc. v. Innovatron, S.A., 3 F. Supp. 2d 49, 51 (D.D.C. 1998) (holding that

the Federal Circuit decision receives “near-preclusive effect”); Flexsys Am. LP v. Kumho Tire U.S.A., Inc., 695 F.
Supp. 2d 609, 617 (N.D. Ohio 2010) (requiring something more than “thoroughly justified grounds” to deviate
from the Federal Circuit decision); Alloc, Inc. v. NormanD. Lifton Co., No. 03 CIV. 4419 (PAC), 2007WL 2089303,
at *9 (S.D.N.Y. July 18, 2007) (same); Alloc, Inc. v. Pergo, LLC, No. 00-C-999, 2009 WL 1939034, at *4 (E.D. Wis.
July 2, 2009) (requiring “thoroughly justified grounds”), aff’d without opinion, 426 F. App’x 909 (Fed. Cir. 2011);
Minn. Mining, 117 F. Supp. 2d at 83 (same); Solomon Techs., Inc. v. Toyota Motor Corp., No. 8:05-CV-1702-T-
MAP, 2010 WL 715243, at *4 (M.D. Fla. Jan. 26, 2010) (requiring a “powerful incentive”).

48Tex. Instruments, 90 F.3d at 1569.
49Flexsys, 695 F. Supp. 2d at 617 (quoting Lifton, 2007 WL 2089303, at *10).
50See Tex. Instruments, 90 F.3d at 1569.
51LSI Corp. v. ITC, 604 F. App’x 924, 930 (Fed. Cir. 2015).
52See Amazon.com, Inc. v. Avago Techs. General IP (Singapore) Pte., No. IPR2017-00963, 2017 WL 4082458,

at *7, *7 n.10 (P.T.A.B. Sept. 13, 2017) (agreeing with the ITC that a document was not prior art); Amazon.com,
Inc. v. Avago Techs. General IP (Singapore) Pte., No. IPR2017-00964, 2017 WL 4082459, at *4–5, *5 n.8 (P.T.A.B.
Sept. 13, 2017) (finding that the ITC did not make a “definitive ruling” on the issue it considered); TRW Auto.
U.S. LLC v. Magna Elecs. Inc., No. IPR2014-01348, 2016 WL 212791, at *16 (P.T.A.B. Jan. 15, 2016) (ruling against
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consider the issue was “not persuaded” by the argument that a court would be
“bound . . . by all factual determinations made in an ITC proceeding.”53

Of the five district court cases after Texas Instruments that considered the
persuasiveness of the ITC’s findings in a case with the same parties, four came
to the same conclusion as the ITC.54 The Eaton court noted that the ALJ’s thor-
ough claim construction analysis was the result of a full hearing that included
the Office of Unfair Import Investigations.55 Eaton adopted the ITC’s finding
because under those “circumstances, the ITC claim construction [wa]s entitled
to considerable weight.”56

In two other cases, the District of Delaware and the Northern District of
New York looked to ITC cases in which only the patent holder was a party
in the ITC case. The Delaware case looked to the ITC proceeding because it
would be “helpful,” but it ultimately rejected the ITC’s finding of invalidity.57
TheNorthernDistrict of NewYork in a claim construction order “agree[d] with
many” of the ITC’s findings but did not give them “any special weight.”58

IV. Unresolved issues

A. Choice of law for preclusion

Although district courts have followed the Federal Circuit’s instructions in
Texas Instruments that they should give no preclusive effect to ITC decisions
on patents, that case is potentially not binding on district courts that have not
considered the issue.59

The Federal Circuit applies the preclusion law of the district court’s regional
circuit when applying claim or issue preclusion, even when reviewing patent
issues.60 Because the Federal Circuit would review a district court’s preclusion
ruling using the law in the regional court of appeals, the district court would
be bound by the regional circuit and not the Federal Circuit. No regional court

an evidentiary objection that an ITC determination was not “relevant”).
53Austl. Unlimited, Inc. v. Hartford Cas. Ins. Co., 198 P.3d 514, 523–24 (Wash. Ct. App. 2008).
54Aten Int’l Co. v. Emine Tech. Co., No. SACV 09-0843 AGMLGX, 2011 WL 5149077, at *4 (C.D. Cal. Aug. 10,

2011) (“agree[ing]” with the ITC that the asserted patent disavowed certain prior art); Eaton Corp. v. ZF Meritor
LLC, No. 03-74844, 2006 WL 6209926, at *3 (E.D. Mich. Aug. 14, 2006) (finding that the administrative law
judge’s “thorough” claim construction analysis was “entitled to considerable weight”); PCTEL, Inc. v. Agere Sys.,
Inc., No. C 03-2474 MJJ, 2005 WL 2206683, at *18 (N.D. Cal. Sept. 8, 2005) (finding the ALJ’s claim construction
“persuasive”); Mentor Graphics Corp. v. Quickturn Design Sys., Inc., 999 F. Supp. 1388, 1393 (D. Or. 1997) (finding
the ALJ’s reasoning that the defendant did not avoid infringement “persuasive”), aff’d on other grounds, 150 F.3d
1374, 1377 (Fed. Cir. 1998). But see PCTEL, Inc. v. Agere Sys., Inc., No. C03-02474 MJJ, 2006 WL 734385, at *8
(N.D. Cal. Mar. 20, 2006) (“declin[ing]” to adopt the ALJ’s claim construction).

55Eaton, 2006 WL 6209926, at *3.
56Id.
57United Video Props., Inc. v. Haier Grp., No. CV 11-1140 (KAJ), 2014 WL 12774922, at *5, *15 (D. Del. May

16, 2014).
58Pass & Seymour, Inc. v. Hubbell Inc., No. 5:07-CV-945 NAM/DEP, 2009 WL 7296903, at *6–7 (N.D.N.Y. Dec.

30, 2009), adopted by 2011 WL 32433 (Jan. 5, 2011).
59See Tex. Instruments, 90 F.3d at 1569.
60Vardon Golf Co. v. Karsten Mfg. Corp., 294 F.3d 1330, 1333 (Fed. Cir. 2002) (addressing issue preclusion);

id. at 1335–36 (Dyk, J., concurring) (stating that claim preclusion would be treated the same under the majority’s
approach); see 28 U.S.C. § 1295(a)(1) (giving the Federal Circuit exclusive jurisdiction over patent appeals).
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of appeals has had the opportunity to decide whether it agrees with Texas In-
struments.

The argument that a district court is not bound byTexas Instruments relies on
finding that the Federal Circuit’s holding on estoppel was a matter of preclu-
sion law and not patent law. The Federal Circuit applies its own law to “issue[s]
of patent law” because patent law is a “matter within [its] exclusive jurisdic-
tion.”61 Further, the Federal Circuit’s “exclusive jurisdiction” to “review the
final determinations” of the ITC would not apply to a district court case decid-
ing whether to preclude certain arguments based on a prior ITC decision.62 In
that case, the Federal Circuit reviews the district court’s decision, not the ITC
“final determination[]” that 28 U.S.C. § 1295(a)(6) references when it grants
the Federal Circuit appellate jurisdiction.63 On matters outside of the Federal
Circuit’s exclusive jurisdiction, including the “application of general collateral
estoppel principles, such as finality of judgment,” the Federal Circuit applies
the law of the regional circuit.64

Whether Texas Instruments is an “application of general collateral estoppel
principles” could be resolved in favor of finding that it is such a principle. Dis-
cussing collateral estoppel, the Federal Circuit said that “[a]pplication of Blon-
der Tongue,” was an “issue of patent law,” but the “finality of [a] judgment” was
not.65 Blonder Tongue held that “once the claims of a patent are held invalid in a
suit involving one alleged infringer, an unrelated partywho is sued for infringe-
ment of those claims may reap the benefit of the invalidity decision under the
principles of collateral estoppel.”66 In contrast, Texas Instruments reached its de-
cision by looking to Astoria Federal Savings & Loan Ass’n v. Solimino, a case that
did not involve patents.67 Following Astoria’s guidance that preclusion would
apply absent “statutory purpose . . . to the contrary,” the Texas Instruments
court looked to the legislative history of the Trade Act of 1974.68 The court
noted the Senate Finance Committee’s view that ITC decisions about patents
had no preclusive effect.69 Applying Astoria and interpreting the legislative
history of a trade law could be considered outside of the Federal Circuit’s ex-
clusive jurisdiction, even if that legislative history discussed patents.70 The best
argument against this view is that the holding in Texas Instruments is a specific
application of collateral estoppel in patent cases. In that view, the Texas In-
struments holding therefore is not a “general . . . principle[]” like “finality of
judgment” is.71 If the Federal Circuit only looks to the regional circuit’s law for

61Pharmacia & Upjohn Co. v. Mylan Pharm., Inc., 170 F.3d 1373, 1381 n.4 (Fed. Cir. 1999).
62See 28 U.S.C. § 1295(a)(6).
63See id.
64Pharmacia, 170 F.3d at 1381 n.4.
65Id.
66Mendenhall v. Barber-Greene Co., 26 F.3d 1573, 1577 (Fed. Cir. 1994) (summarizing Blonder-Tongue Labs., Inc.

v. Univ. of Ill. Found., 402 U.S. 313 (1994)).
67Tex. Instruments Inc. v. Cypress Semiconductor Corp., 90 F.3d 1558, 1568 (Fed. Cir. 1996); see Astoria Fed.

Sav. & Loan Ass’n v. Solimino, 501 U.S. 104, 106–07 (1991).
68Tex. Instruments, 90 F.3d at 1568–69; see Astoria, 501 U.S. at 108; S. Rep. No. 93-1298, at 196 (1974), reprinted in

1974 U.S.C.C.A.N. 7186, 7329.
69Tex. Instruments, 90 F.3d at 1568–69.
70See Pharmacia, 170 F.3d at 1381 n.4.
71See id.
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general principles, then the court would find that Texas Instruments is binding
on all district courts.

Assuming that the relevant holding in Texas Instruments counts as preclu-
sion law and not patent law, the Federal Circuit could be in the awkward po-
sition of deciding if it should overturn a district court that with good reason
disagrees with Texas Instruments. District courts in the Second Circuit, for ex-
ample, should be bound by Union which found that Congress’s intention to
give no preclusive effect to ITC decisions was limited to the ITC’s patent valid-
ity determinations, whereas Texas Instruments would give no preclusive effect
to any patent decision from the ITC.72

Moreover, there are other reasons to disagree with Texas Instruments that a
court might find persuasive. Courts have not agreed on how broadly to inter-
pret the Senate report that discussed the preclusive effect of ITC decisions on
patent validity.73 Some courts have held that only patent validity findings are
denied preclusive effect and others have held that no ITC decision should have
preclusive effect, a view the ITC itself shares.74

The district courts in the First, Second, and Fourth Circuits are in the best
position to test the issue by following Union over Texas Instruments and giving
preclusive effect to a patent issue other than validity. The First and Fourth
Circuits cited Union with approval, though neither one explicitly adopted its
reasoning.75 Because Union and Texas Instruments rely heavily on legislative
history for their conclusions, other courts uncomfortable with using legislative
history may come out differently than both, thus providing another way to test
whether Texas Instruments is binding on district courts.76

Although two patent cases since Texas Instruments could have addressed
this issue, neither did. One district court in the Second Circuit discussed Texas
Instruments but did not consider Union, and the parties did not raise any ar-
gument over whether Union would require a different result.77 Similarly, one
district court in the First Circuit cited Union, Texas Instruments, and Aunyx—a
First Circuit decision itself citing Union—but it did not consider whether they
all required the same result.78

Many legal scholars have argued in favor of giving preclusive effect to the
ITC’s patent decisions, suggesting that preclusion would promote uniformity
between litigation in the ITC and the courts, reduce duplicative litigation, avoid
inconsistent decisions, and invalidate bad patents.79 If they are correct, future

72See Tex. Instruments, 90 F.3d at 1569; Union Mfg. Co. v. Han Baek Trading Co., 763 F.2d 42, 46 n.6 (2d Cir.
1985).

73See supra Section II.
74Trade Assocs. v. Makita, No. C88-1028C, 1990 WL 10848940, at *2 (W.D. Wash. Mar. 2, 1990) (describing the

ITC’s view); supra Section II.
75See Aunyx Corp. v. Canon U.S.A., Inc., 978 F.2d 3, 7 (1st Cir. 1992); Balt. Luggage Co. v. Samsonite Corp.,

No. 91-1758, 977 F.2d 571, 1992 WL 296368, at *3 (4th Cir. Oct. 16, 1992) (unpublished table decision).
76See Tex. Instruments, 90 F.3d at 1568; Union, 763 F.2d at 45–46.
77See Alloc, Inc. v. Norman D. Lifton Co., No. 03 CIV. 4419 (PAC), 2007 WL 2089303, at *9–11 (S.D.N.Y. July 18,

2007); Plaintiff’s Response Brief on Claim Construction at 13, Lifton, 2007 WL 2089303 (No. 1:03CV04419) (Dec.
23, 2005), 2005 WL 6589458.

78Minn. Mining & Mfg. Co. v. Beautone Specialties Co., 117 F. Supp. 2d 72, 81–83 (D. Mass. 1999); see Aunyx,
978 F.2d at 7.

79Note, Recasting the U.S. International Trade Commission’s Role in the Patent System, 126 Harv. L. Rev. 2337, 2339
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litigants should also include those arguments when they ask district courts to
give preclusive effect to the ITC’s patent decisions.

B. Copyright matters

No court has consideredwhether copyright claims litigated in the ITC can have
preclusive effect, and there is a reasonable argument based onUnion that copy-
right matters should get treatment similar to patent matters and therefore have
no preclusive effect. Union relied on 28 U.S.C. § 1338(a) for its decision, but
under a better view of § 1338(a), the ITC’s copyright decisions should have
preclusive effect.80

Based on § 1338(a), Union found that Congress denied the ITC “jurisdiction
to determine patent validity except to the limited extent necessary to decide a
case otherwise properly before it.”81 The court reasoned that Congress granted
“exclusive original jurisdiction over patent cases” to district courts and therefore
denied the ITC that jurisdiction.82 According to the court, that limitation did
not apply to trademarks since § 1338(a) did not deny any court jurisdiction over
trademarks.83

Applying Union’s reasoning to copyright claims means that copyright
claims litigated in the ITC cannot be the basis for claim or issue preclusion
in district court because patents and copyrights receive the same treatment in
§ 1338.84 Section 1338(a) grants the district courts “original jurisdiction” over
“any civil action arising under any Act of Congress relating to” patents and
copyrights, among other things, and denies “State court[s]” jurisdiction over
those patent and copyright claims.85

Future litigants can avoid the outcome applying Union to copyright claims
suggests because Union misstated what § 1338(a) requires. Rather than giving
“exclusive” jurisdiction to any court, as Union suggested, § 1338(a) grants juris-
diction to district courts, denies it to state courts, and says nothing about the
ITC’s jurisdiction.86

Union’s overall holding remains intact because the court provided an inde-
pendent reason to find that non-patentmatters decided in the ITC can preclude
litigation in other courts.87 TheUnion court found that the legislative history to
the 1974 amendments to 19 U.S.C. § 1337 expressed Congress’s intent to deny
preclusive effect to ITC decisions only when they concerned patent validity.88

n.16 (2013) (summarizing the literature); id. at 2339–40 (arguing that giving preclusive effect to the ITC’s patent
decisions would invalidate more patents, which would be a benefit to the public).

80See Union Mfg. Co. v. Han Baek Trading Co., 763 F.2d 42, 45–46 (2d Cir. 1985).
81Id. at 45.
82Id.
83See id.
84See 28 U.S.C. § 1338(a); Union, 763 F.2d at 45–46.
85§ 1338(a).
86See § 1338(a); Union, 763 F.2d at 45–46.
87See Union, 763 F.2d at 45.
88Id. at 46 n.42; see S. Rep. No. 93-1298, at 196, 1974 U.S.C.C.A.N. 7186, 7329. Texas Instruments ended the prac-

tice of distinguishing patent invalidity defenses from other patent issues. See Tex. Instruments Inc. v. Cypress
Semiconductor Corp., 90 F.3d 1558, 1569 (Fed. Cir. 1996); supra Section II.A.
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That reasoning supported the court’s decision to apply res judicata to trade-
mark and false designation of origin claims.89

V. ITC adjudications meet the requirements for
preclusion.

Courts have generally found that ITC adjudications meet the requirements for
preclusion.90 Litigants opposing preclusion based on non-patent ITC decisions
are likely to make only two arguments: that the ITC does not provide a “full
and fair” or “adequate” opportunity to litigate or that the decision was not
“final.”91 In some limited circumstances, preclusion would not apply because
of limitations on the ITC’s jurisdiction.92

A. Full and fair opportunity to litigate

The ITC likely provides a “full and fair” and “adequate” opportunity to litigate
before it because several courts have resolved the issue in favor of applying
preclusion.93 Supporting the use of preclusion, one court noted that the proce-
dures in ITC investigations “closely resemble” the Federal Rules of Civil Proce-
dure.94 The investigations allow discovery and opportunities to cross-examine
witnesses.95 Although there are no jury trials in the ITC, that has not prevented
courts from giving preclusive effect to ITC decisions.96 Only in one dissent has
a judge found that the ITC does not provide a “full and fair opportunity to lit-
igate.”97 There, the dissenting judge thought that the ITC respondent did not
have a “full and fair opportunity to litigate” because respondents could not lit-
igate counterclaims there and because the ITC used “an accelerated timetable,
which disadvantages respondents who do not have the luxury of choosing the
forum.”98 Since no court has refused to apply preclusion based on an argument
that the ITC provides an inadequate opportunity, such challenges are likely to
fail.

B. Final judgment

An ITC determination becomes “final” for preclusion purposeswhen the Com-
mission reaches “‘a final administrative decision on the merits, excluding or

89See Union, 763 F.2d at 45–46.
90See, e.g., id. at 45–46.
91See Blonder-Tongue Labs., Inc. v. Univ. of Ill. Found., 402 U.S. 313, 328–29 (1994); Univ. of Tenn. v. Elliott,

478 U.S. 788, 797 (1986); Restatement (Second) of Judgments §§ 13, 27, 83(2) (1982); supra Section V.C.
92See Restatement (Second) of Judgments §§ 26(1)(c), 28(3).
93See, e.g., Balt. Luggage Co. v. Samsonite Corp., No. 91-1758, 977 F.2d 571, 1992 WL 296368, at *4 (4th Cir.

Oct. 16, 1992) (unpublished table decision).
94In re Convertible Rowing Exerciser Patent Litig., 721 F. Supp. 596, 600 (D. Del. 1989).
95Id.
96See Balt. Luggage, 1992 WL 296368, at *4.
97See id. at *7 (Hall, J., dissenting).
98Id.
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refusing to exclude articles from entry’ under 19 U.S.C. § 1337(d), (e), or (f)”
and the decision is subject to appeal.99 Commission actions become final and
subject to appeal after the presidential review period100 concludes or when the
President approves the Commission’s actions.101 Adecision that is not final, for
example, would be an ALJ’s initial determination before the Commission has
adopted it in its own review or by application of Commission Rule 210.42(h).102
Litigants trying to preclude arguments based on an ITC decision can do so suc-
cessfully by waiting for the proper time set by the Commission rules.

C. Exceptions

Two notable exceptions to the general rules of claim preclusion limit its appli-
cation to ITC decisions.

First, claim preclusion allows a complainant at the ITC to relitigate the same
claim in district court to recover damages.103 Even if the ITC complainant loses,
a final judgment at the ITC likely does not bar a later action for damages.104 The
damages action is not barred because res judicata does not apply when subject-
matter jurisdiction or other restrictions on the court’s authority limit the relief
available.105 The ITC cannot award damages, so its final judgment likely will
not preclude a later action for damages.106 The Federal Circuit narrowed the
exception that jurisdictional limits make preclusion unavailable when it held
that a final judgment in district court could preclude the same claim from be-
ing litigated in the ITC.107 TheYoung court recognized that claim preclusion as-
sumes that “all forms of relief could have been requested in the first action.”108
It also noted that a district court could not issue an order excluding products
from the United States as the ITC can, but added that some adaptation of claim
preclusion was “necessary . . . in its application to administrative proceed-
ings.”109 Taking a “pragmatic approach,” the Federal Circuit noted that res
judicata based on a district court judgment could preclude claims in the ITC.110

99Block v. ITC, 777 F.2d 1568, 1571–72 (Fed. Cir. 1985) (emphasis deleted) (quoting Import Motors Ltd. v. ITC,
530 F.2d 940, 944 (C.C.P.A 1976)).
100The president has a sixty-day period to make the Commission’s orders ineffective by notifying the Commis-

sion of his disapproval. 19 U.S.C. § 1337(j)(2) (2012).
10119 U.S.C. § 1337(c) (“Any person adversely affected by a final determination . . . may appeal such determi-

nation, within 60 days after the determination becomes final); 19 C.F.R. § 210.49(d) (2017).
102See 19 C.F.R. § 210.42(h) (specifying that the ALJ’s decision are automatically adopted by the Commission if

the Commission does not act within a certain time); § 210.45(c) (explaining that the Commission may review the
ALJ’s decisions and “affirm, reverse, modify, set aside or remand for further proceedings”).
103Bio-Tech. Gen. Corp. v. Genentech, Inc., 80 F.3d 1553, 1563–64 (Fed. Cir. 1996).
104See id. at 1563.
105Id. at 1563–64; Restatement (Second) of Judgments § 26(1)(c), cmt. c.
10619 U.S.C. § 1337(d), (f), (i) (2012) (specifying the relief the ITC may grant); Genentech, 80 F.3d at 1563. Issue

preclusion could preclude those issues that were actually litigated and determined in the ITC action. See Re-
statement (Second) of Judgments § 27. The exception that permits relitigation based on “factors relating to the
allocation of jurisdiction between” the two forums does not apply in “many” cases. Id. § 28(3), cmt. d; see id. §
28, cmt. e (stating that a State court determination “on a patent license agreement upholding the defense that
the patent was invalid” is not binding in a patent infringement action in federal court).
107See Young Eng’rs, Inc. v. ITC, 721 F.2d 1305, 1316 (Fed. Cir. 1983).
108Id. at 1314.
109Id. at 1314–15.
110Id. at 1315–16.
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Another relevant exception applies to counterclaims brought in the ITC.
Claim preclusion does not preclude counterclaims that could have been
brought in the ITC because counterclaims are subject to mandatory removal
to district court.111 Claim preclusion cannot apply when the first forum could
not hear the claim.112

VI. Conclusion

Although there are some unresolved issues about the preclusive effect of ITC
decisions, patent decisions from the ITC are unlikely to have preclusive effect as
long as courts continue to follow Texas Instruments, while non-patent decisions
from the ITC will have preclusive effect. The Federal Circuit’s findings after an
appeal from the ITC are likely to be treated with more deference than the ITC’s
own findings.

11119 U.S.C. § 1337(c) (2012); Apple, Inc. v. Motorola Mobility, Inc., 886 F. Supp. 2d 1061, 1075 (W.D.Wis. 2012);
19 C.F.R. § 210.14(e).
112See Apple, 886 F. Supp. 2d at 1075 (citing Carver v. Nall, 172 F.3d 513, 516 (7th Cir. 1999)).
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I. INTRODUCTION

If a person1 has a federally registered trademark2, that person enjoys all the
rights and protections provided by the LanhamAct across the country, exclud-
ing areas in which another person was using the mark prior to federal applica-
tion3.4 A federal registration confers constructive notice of priority throughout
the country beginning at the time of application.5 Thus, an owner of a reg-
istered trademark can enjoin any subsequent user from using that mark. An
unregistered trademark owner, however, has common law rights to their mark,
but only in the areas in which it is being used in commerce and known by the
relevant public.6 As a result, the first to use the unregistered mark (the senior
user) cannot claim priority over a subsequent remote use of the mark by an-
other person (the junior user) who adopted the mark in good faith.7

The issue addressed here arises when one or both of the users of the same
or similar unregistered mark expand into one another’s territory. Of course,
the senior user can not enjoin the junior user without first proving that he has
a protectable mark and that the junior user’s use of the same or similar mark
is likely to cause consumer confusion.8 Thus, once the junior and senior user
expand, and their respective uses of the marks are likely to cause consumer

1The term “person” includes natural persons, firms, corporations, unions, associations, or other organizations
capable of suing and being sued in a court of law. 15 U.S.C.A. § 1127.

2The term “trademark” includes anyword, name, symbol, or device, or any combination thereof… to identify
and distinguish his or her goods.15 U.S.C.A. § 1127.

315 U.S.C. § 1057(c)(1).
4In Dawn Donuts jurisdictions, even a federal registration does not immediately give the trademark owner

the right to enjoin a junior user who adopted the mark after the senior user received federal registration. In these
jurisdictions, the senior user may only enjoin the junior user when the senior user expands into that area and the
uses become confusing. Dawn Donut Co. v. Hart’s Food Stores, Inc., 267 F.2d 358, 121 U.S.P.Q. 430 (2d Cir. 1959).

The Tea Rose Rectanus defense in not available for the junior user in jurisdictions follow the Dawn Donut
rule. 5 McCarthy on Trademarks and Unfair Competition § 26:33 (5th ed.).

515 U.S.C. § 1057(c)(1).
6Id. at § 43.
7United Drug Co. v. Theordore Rectanus Co., 248 U.S. 90 (1918).
8Gruner + Jahr USA Publ’g v. Meredith Corp., 991 F.2d 1072, 1074 (2d Cir. 1993).
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confusion, the junior user can raise the affirmative defense9 provided by the
Tea Rose-Rectanus doctrine.10 Once the junior user has established that she
adopted themark in good faith, the senior usermay not oust the geographically
remote junior user, regardless of the fact that the senior user was the first to
adopt the mark.11

The common law doctrine of good faith adoption stems from two Supreme
Court cases decided in 1916 and 1918. In both cases, the Court was called upon
to decide whether the senior user was entitled to enjoin the national junior
user regardless of the fact that the junior user was the first to use that mark in
that area. From these decisions came the “Tea Rose-Rectanus” doctrine. The
doctrine states that:

(1) The territorial scope of an unregistered mark is limited to the territory
in which the mark is known and recognized by relevant consumers in that ter-
ritory.12

(2) The national senior user of an unregistered mark cannot stop the use of
a territorially “remote” good faith national junior user who was first to use the
mark in that “remote” territory.13

The practical result of these two cases, and those that have come later, is
that the national senior user does not have priority over the national junior user
throughout the entire United States. Conversely, a junior user has the right to
exclude the senior user from expanding into his area so long as the junior user
adopted the mark in good faith. While this is a well established and univer-
sally accepted defense to trademark infringement, the circuit courts are split
on what the Supreme Court meant by “good faith” adoption. Those circuits
that have been called upon to determine this answer have generally fallen into
two categories: knowledge only and knowledge plus intent. The remaining
circuits have yet to choose a side.

A. “Knowledge Only” Approach

One interpretation of good faith that has been adopted by the majority of the
circuits is the knowledge only interpretation. Those circuits have held that a
junior user cannot receive the benefits and protections from the doctrine if they
had knowledge of the senior user’s use of the mark prior to adoption.14 Under
this standard, knowledge alone defeats the junior user’s ability to put forth the
affirmative defense of good faith adoption.

For example, the Ninth Circuit, in Stone Creek, Inc. v. Omnia Italian De-
sign, Inc., detailed a lengthy discussion on the circuit court split before decid-

9Emergency One, Inc. v. Am. Fire Eagle Engine Co., 332 F.3d 264, 271 (4th Cir. 2003) (“A good-faith remote
user claim qualifies as an affirmative defense.”)

10McCarthy, supra note 4, § 26:4.
11Id.
12Hanover Star Milling Co. v. Metcalf, 240 U.S. 403 (1916).
13United Drug Co. v. Theodore Rectanus Co., 248 U.S. 90 (1918).
14Money Store v. Harriscorp Fin., Inc., 689 F.2d 666, 674 (7th Cir. 1982) (“A good faith junior user is one who

begins using a mark with no knowledge that someone else is already using it.”); Woman’s World Shops Inc.
v. Lane Bryant, Inc., 5 U.S.P.Q.2d 1985 (T.T.A.B. Jan. 4, 1988) (“Where a junior user appropriates a mark with
knowledge that it is actually being used by another, that use is not believed to be a good faith”).
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ing that the knowledge only approach better suits trademark law.15 In arriving
at this conclusion, the Court laid out multiple reasons why this is the supe-
rior approach. First, it stated that the knowledge only interpretation better fol-
lows the Supreme Court’s holding in the two cases in which the junior users
had adopted the mark without knowledge.16 Second, the Court noted that the
knowledge only approach better serves the policy underlying the Tea Rose-
Rectanus doctrine.17 It argued that the doctrine was adopted to protect the
junior user who adopted the mark in good faith and invested time and money
establishing goodwill in that area.18 It reasoned that the junior user who knew
of the senior user’smark should not be afforded the protection because he knew
the senior user would be unable into expand into that territory, thus acting in
bad faith.19 Finally, the Court explained that the knowledge only standard bet-
ter serves the Lanham Act.20 In illustrating this point, the Court noted that the
Lanham Act provides a defense for a junior user that adopted the mark with-
out knowledge of the prior use by the registrant.21 Further, it reasoned that the
Lanham Act grants a federally registered mark constructive notice of owner-
ship, thus defeating any defensive claim of good faith.22 Therefore, it held that
notice of a senior user’s use of the mark should likewise defeat any good faith
defense for unregistered marks.

B. “Knowledge Plus Intent” Approach

The remaining circuits that have answered the question of what good faith
means have followed another, minority interpretation. Under the knowledge
plus intent standard, knowledge of the senior user’s use of the mark alone does
not defeat good faith.23 Rather, knowledge of the senior user’s mark plus the
intent to capitalize of his goodwill defeats the shelter of the doctrine.24 The cir-
cuits that follow this interpretation hold that the junior user’s knowledge may
be a factor in determining bad faith or may even raise an inference of bad faith,
but does not end the inquiry.25

For example, the Tenth Circuit addressed this issue in GTE Corp. v.
Williams.26 In this case, the plaintiff had been using the trademark “General
Telephone Corporation” in various parts of the United States beginning in
1935.27 With knowledge of the plaintiff’s previous use, the defendant began

15Stone Creek, Inc. v. Omnia Italian Design, Inc., 875 F.3d 426 (9th Cir. 2017)
16Id. at 437-38.
17Id.
18Id.
19Id. at 439.
20Id.
21Id.
22Id.
23El Chico, Inc. v. El Chico Cafe, 214 F.2d 721, 726 (5th Cir. 1954) (holding that knowledge “in the absence of

an intent to benefit from the reputation or goodwill of the [senior user], does not defeat good faith.)
24Id.
25Jordache Enterprises, Inc. v. Hogg Wyld, Ltd., 828 F.2d 1482, 1486 (10th Cir. 1987) (noting that choosing to

adopt a mark the defendant knew was being used by the plaintiff raises an inference of bad faith, but holding
the real inquiry is whether the defendant intended to benefit from the plaintiff’s reputation.)

26GTE Corp. v. Williams, 904 F.2d 536 (10th Cir. 1990)
27Id.
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using the mark “General Telephone” in Utah in 1974.28 In holding that the de-
fendant had satisfied the good faith adoption defense, the Court acknowledged
that the circuit court split provided precedents for both sides of the argument.
The Court noted that while it may raise an inference of bad faith, “mere knowl-
edge does not foreclose further inquiry.”29 Rather, “[t]he ultimate focus is on
whether the second user had the intent to benefit from the reputation or good-
will of the first user.”30 The Court held that although the defendant knew of
the plaintiff’s prior use, there was no evidence he intended to benefit from the
goodwill.31

C. Undecided

The remaining circuits have evaded the issue by deciding cases on other
grounds. For example, the Third Circuit noted that while the issue raises “in-
teresting questions” regarding the effect of knowledge on a mark owner’s geo-
graphic scope of rights,32 it has “not decidedwhether a junior user’s knowledge
of the senior user’s use of a mark is sufficient to attribute bad faith adoption of
the mark.”33 However, in an early decision, the Court stated that the doctrine
was available “unless at least it appear that the second adopter has selected the
mark with some design inimical to the interests of the first user.”34

The district courts within the Third Circuit have tended to follow the grow-
ing trend that knowledge is merely a factor in determining good faith. For
example, in ACCU Personnel, Inc. v. AccuStaff, Inc., the District Court for the
District ofDelaware discussed the unresolved issue before deciding that knowl-
edge is probative, not dispositive.35 Other courtswithin the ThirdCircuit, how-
ever, have been hesitant to follow suit. In Members First Federal Credit Union
v. Members 1st Federal Credit Union, the District Court for the Middle District
of Pennsylvania acknowledged that the majority of the district courts require
intent and nevertheless stated the Court is not persuaded that the Tea Rose-
Rectanus doctrine was available in light of the defendant’s knowledge of the
plaintiff’s mark.36 This discrepancy among district courts within undecided
circuits remains prevalent today.

In addition to the circuit court split regarding the correct interpretation of
good faith, particularly in cases involving the internet, there are a multitude
of traditional trademark terms of art that are being shaped and reshaped to
handle the changingworld. The various approaches, definitions and standards
emphasize the need for a universal articulation of good faith adoption. Further,

28Id. at 541.
29Id.
30Id.
31Id.
32A.J. Canfield Co. v. Honickman, 808 F.2d 291 (3d Cir.1986) n. 7.
33Lucent Info. Mgmt., Inc. v. Lucent Techs., Inc., 186 F.3d 311, 318 (3d Cir.1999).
34Adam Hat Stores, Inc. v. Lefco, 134 F.2d 101, 104 (3d Cir.1943)
35ACCU Personnel, Inc. v. AccuStaff, Inc., 846 F. Supp. 1191, 1211 (D. Del. 1994). See also Rockland Mortgage

Corp. v. Shareholders Funding, Inc., 835 F.Supp. 182, 195 (D.Del.1993) (“declin[ing] to attribute to defendant
bad faith absent some ‘plan antagonistic to [plaintiff’s] interests’ ”).

36Members First Federal Credit Union v. Members 1st Federal Credit Union, 54 F.Supp.2d 393 (M.D. Penn.
1999).
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the accelerated increase in internet development and interactions necessitates
a higher standard to account for the heavily connected world in which some
level of knowledge is almost impossible to avoid.

II. DEFINING THE ELEMENTS

Whether knowledge alone defeats good faith or is used as a factor in the de-
termination, a general definition and understanding of the words comprising
the doctrine is necessary. In order for a remote junior user to have the requisite
knowledge, shemust subjectively know that the senior user is using themark in
commerce.37 The “use in commerce” requirement has been relatively straight
forward until the development of the internet. As defined by the Lanham Act,
“use”means a bona fide use of themark in commerce.38 In the traditional brick-
and-mortar application, the senior user was using the mark in connection with
the goods or services being sold in a physical location. However, knowledge,
commercial use, and remoteness are not as easily applied in the internet era.

A. Knowledge

Of course, a search of the Patent and Trademark Office revealing a federal reg-
istration amounts notice.39 However, a finding of no prior registration is not
the final step. The internet raises numerous and difficult questions regarding
the level of awareness needed to be considered “knowledge” in the trademark
sense. If the potential junior user attempts to create an email account or social
media profile bearing themark, and that name is already taken, does thatmean
that he or she “knows” of the senior user’smark? Similarly, does the junior user
“know” of the senior user’s use of the mark if the junior user types in his own
domain name incorrectly and happens to stumble upon the senior user’s web-
site? Either instance would, in the general sense, lead to the conclusion that
someone other than the junior user has rights to the mark. However, it has yet
to be determinedwhether those or similar circumstances would give rise to the
type of knowledge needed to defeat good faith.

It has been argued that an internet presence may amount to notice.40 For
example, in Pure Imagination, Inc. v. Pure Imagination Studio, Inc., the Court
noted that the operation of an active website on the Internet could constitute

37McCarthy, supra note 4, § 26:9.
38“A mark shall be deemed to be in use in commerce–
(1) on goods when–
(A) it is placed in any manner on the goods or their containers or the displays associated therewith or on

the tags or labels affixed thereto, or if the nature of the goods makes such placement impracticable, then on
documents associated with the goods or their sale, and

(B) the goods are sold or transported in commerce,
(2) on services when it is used or displayed in the sale or advertising of services and the services are rendered

in commerce, or the services are rendered in more than one State or in the United States and a foreign country
and the person rendering the services is engaged in commerce in connection with the services. 15 U.S.C. §1127.

3915 U.S.C. § 1057.
40David S. Barrett, The Future of the Concurrent Use of Trademarks Doctrine in the Information Age, 23 Hastings

Comm. & Ent L.J. 687, 709 (2001)
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nationwide trademark use.”41 However, the court declined to decide the is-
sue.42 To date, there are no cases that expressly address this issue. Although
not weighty, there is at least some evidence that an online presence can amount
to notice. If the senior user has an internet presence, junior users throughout
the country with access to the internet could potentially have notice that the
mark is being use, and thus be prohibited from adopting the mark. Thus, an
internet presence has the potential to serve as notice across the map.

B. Use in Commerce

To have notice the junior user must know that senior user is using the mark
in commerce. The First Circuit set forth the test to determine whether the use
in commerce requirement was satisfied in order to have ownership of a mark.
The senior user must show “first, adoption and, second, use in a way suffi-
ciently public to identify or distinguish the marked goods in an appropriate
segment of the public mind as those of the adopter of the mark.”43 Again, this
relatively straightforward principle is becoming harder to apply in new trade-
mark law. Slowly, courts have attempted to define commercial use in regards to
internet presence and activity. The registration of a domain name alone does
not amount to a commercial use.44 Similarly, creating an active website under
that domain name, a Facebook page or even an Etsy store may not, in some
cases, be enough to satisfy the use in commerce requirement. However, the
bar for commercial use is not set much higher.

For example, the Eleventh Circuit, in Planetary Motion, Inc. v. Techsplosion,
Inc., held that the mark “Coolmail” had been used in commerce when a link to
the software was posted on a website and sent to end users through an email
containing that designation.45 The Court reasoned that the software was avail-
able to “anyone that had access to the internet” andwas distributed to the target
public.46 The Court further held that it was not relevant the “Coolmail” soft-
warewas not sold, but given to the public to download for free.47 Thus, the free
online distribution of software under the plaintiff’s trademark was enough to
constitute commercial use.

Additionally, there has been a disagreement among the circuits on whether
advertising alone can ever satisfy the use in commerce requirement. Some cir-
cuits have held that advertising and promotions are insufficient to constitute
commercial use.48 On the other hand, some circuits have held that advertis-

41Pure Imagination, Inc. v. Pure Imagination Studios, Inc., No. 03 C 6070, 2004 WL 2967446, at *11 (N.D. Ill.
Nov. 15, 2004) (not citable as precedent).

42Id.
43New England Duplicating Co. v. Mendes, 190 F.2d 415, 417–18 (1st Cir.1951)
44Brookfield Commc’ns v. West Coast Antm’t Corp., 174 F.3d 1036, 1051 (9th Cir. 1999) (“In the literal sense of

the word, [defendant] ‘used’ the term ‘moviebuff.com’ when it registered that domain address .... Registration
with [a domain name registrar], however, does not in itself constitute ‘use’ for purposes of acquiring trademark
priority.”)

45Planetary Motion, Inc. v. Techsplosion, Inc., 261 F.3d 1188, 1191 (11th Cir. 2001).
46Id.
47Id. at 1199.
48Electronic Communications, Inc. v. Electronic Components for Industry Co., 443 F.2d 487, 492 (8th Cir.1971)

(“The mere advertisement of words or symbols without application to the goods themselves is insufficient to
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ing can, in some circumstances, satisfy the use in commerce requirement.49
The internet provides a platform for rapid dissemination of advertising. It is
still unclear how the already uncertain commercial use requirement will be af-
fected by the internet. If courts allow online advertising to amount to commer-
cial use, mark owners can potentially satisfy the use in commerce requirement
anywhere in the country.

C. Remoteness

There continues to be some disagreement whether “remoteness” is a separate
factor or whether it is part of the overall good faith analysis, with the majority
of courts requiring the defendant to prove both elements.50 Whether a use is
remote does not necessarily refer to geographics.51 Rather, a junior user’s use
of a mark is remote if the relevant consumers would not recognize the senior
user’s mark, and thus are not likely to be confused.52 Not surprisingly, this too
has become more complicated to apply in cases involving the internet. Courts
have attempted to determine “remote use” on the internet in various and com-
plicated ways.

1. The Four-Factor Test

Most courts have followed ormodified the four factor test to determinewhether
the senior user was using the mark in that area. In analyzing whether the se-
nior user is afforded protection in an area, courts look at (1) volume of sales,
(2) growth trends, (3) number of buyers in ratio to potential customers, and
(4) amount of advertising.53 Although these factors were developed for cases
dealing with traditional use, some courts attempt to apply them to cases in-
volving the internet. Thus, although a mark owner may have a website that
has the potential to reach consumers throughout the United States, the area in
which she is afforded protection is where the relevant purchasers have come to
recognize the mark. Therefore, a junior user’s use of the mark is “remote” in
those areas in which the senior user’s mark is not being used and recognized
by the relevant public.

In applying the four factored test in Echo Drain v. Newsted, a district court
held that a website without more did not give the plaintiff rights in places the
mark has not traveled.54 In this case, a band began performing live shows and
recording albums in Dallas under the mark “Echo Drain.”55 Shortly after, the
defendant began using the mark “Echobrain” in connection with similar musi-
cal performances and recordings in California.56 The plaintiff argued that be-

constitute a trademark,”). See also Buti v. Perosa, 139 F.3d 98, 105 (2d Cir.1998).
49NewWest Corp. v. NYM Co. of California, Inc., 595 F.2d 1194, 1200 (9th Cir.1979).
50McCarthy, supra note 4, § 26:4.
51Id.
52Id. (The “remoteness” enquiry is therefore an issue of the territorial dimension of likelihood of confusion.)
53Allard Enters., Inc. v. Advanced Programming Res., Inc., 249 F.3d 564, 574 (6th Cir. 2001)
54Echo Drain v. Newsted, 307 F. Supp. 2d 1116 (C.D. Cal. 2003).
55Id. at 1119.
56Id.
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cause it had a website bearing the mark that can be accessed anywhere in the
United States, the defendant’s use of the mark in California was not remote.57
In applying the four factored test, the court held because all sales of the band’s
records, live performances and advertising were done in Dallas, protection of
theirmarkwas limited to that area.58 TheCourt stated that the plaintiff’s online
presence did not amount to use throughout the country because, although it is
accessible anywhere, the plaintiff presented no evidence anyone outside of the
Dallas area was viewing the website.59 Thus, the defendant’s use of a similar
mark in California was remote.60

2. The Internet as a Separate Zone

Some courts have considered the idea that the internet may be its own, new
territory.61 For example, in Optimal Pets, Inc. v. Nutri-Vet LLC, the court dealt
with the issue of a geographic protection for a company based on the internet.62
The plaintiff sold pet supplements under the name “Optimal Pets” primarily
through internet sales on their website.63 The defendant later began selling
pet vitamins and supplements under the same name at Vitamin Shoppe stores
throughout the country.64 In discussing the issue of geographic protection for
a mark relying solely on internet sales, the court noted that “it may be possible
to view cyberspace as its own distinct market.”65 The court went on to state
that “as such, it could be evaluated separately from any geographic territory to
determine the level of ‘cyber-market’ penetration and, possibly, establish com-
mon law rights for internet sales using a mark even though such rights could
not be established as to any physical geographical area.”66 However, the court
went on to hold that a sale done through the website would be considered a
sale done in the geographic area in which the customer is located and went on
to rely on the traditional four factor test.67

Knowledge, commercial use and remoteness have yet to be affirmatively
defined in relation to the internet. In the handful of cases that have attempted
to frame the terms in the online trademark world, the offered definitions have
been anything but clear. The blurry lines come with little guidance and many
questions. This uncertainty further underscores the importance of a higher
standard. The knowledge plus intent approach requires that the junior user ac-
tually knows the senior user is using the mark and intend to benefit from that

57Id. at 1127.
58Id.
59Id.
60Id.
61Shontavia Johnson, Trademark Territoriality in Cyberspace: An Internet Framework for Common-Law Trademarks,

29 Berkeley Tech. L.J. 1253, 1281 (2014) (“Other jurisdictions have acknowledged that the advent of the Internet
may necessitate the creation of a new sui generis zone of protection, existing in addition to the zones of actual
goodwill and natural expansion.”).

62Optimal Pets, Inc. v. Nutri-Vet, LLC, 877 F. Supp. 2d 953 (C.D. Cal. 2012).
63Id.
64Id. at 956.
65Id. at 962. (dicta)
66Id.
67Id.
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reputation, necessitating a some pre existing goodwill present in the minds of
relevant consumers in the area in which the junior user is adopting the mark.
The necessary intent negates the need to draw arbitrary lines, and instead fo-
cuses on whether consumers are likely to be confused and whether goodwill
will be misdirected.

In addition to the complexity and indefiniteness of the terms of art that
make up good faith adoption, the per se rule that knowledge of the senior user’s
use of a mark alone defeats the defense of the doctrine is the incorrect stan-
dard to apply for a number of other reasons. First, the knowledge plus intent
interpretation is a better understanding of the two cases that created the Tea
Rose-Rectanus doctrine and its intended purpose. Second, the knowledge plus
intent standard better furthers the twomost prominent goals of trademark law.
Third, the knowledge only approach blurs the differences between common
law protection for unregistered marks and that of federally registered marks.
Fourth, the knowledge only approach does not mirror applications of good
faith in other areas of trademark law. Finally, the low standard that knowledge
only promotes discourages junior users from conducting important searches of
potential marks in order to avoid knowledge.

III. A NATURAL READ OF THE CASES

The most obvious starting point is the text of the cases themselves. The split
among the circuit courts originated from the Supreme Court’s ruling that good
faith adoption of a trademark is a defense to infringement, without providing
a definition of good faith. Although the Supreme Court decided the cases be-
fore the passage of the Lanham Act, they continue to be the law governing
unregistered trademarks.68 Because the principles expressed in the two opin-
ions continue to be relevant today, it is worth analyzing the cases. While minds
can differ in interpretingwhat the Court meant by “good faith,” the knowledge
plus intent standard is a better understanding of the two cases. Additionally,
the knowledge plus intent interpretation better serves the doctrine as it was
articulated by the Supreme Court.

A. The “Tea Rose” Case

The first of the two Supreme Court cases, Hanover Star Milling Co. v. Metcalf,
is commonly referred to as the “Tea Rose” case. In this case, the plaintiff was
the national senior user of the mark “Tea Rose” for flour in three Northern
states.69 The defendant, without knowledge of the plaintiff’s mark, later began
selling flour under the same mark in southern states.70 The plaintiff claimed
that because he was the first in the nation to use that mark for flour, he should

68Spartan Food Sys., Inc. v. HFS Corp., 813 F.2d 1279, 1282 (4th Cir. 1987) (“Although Hanover Milling and
United Drug were decided before passage of the Lanham Act, their common law exposition of trademark rights
applies today.”)

69Hanover Star Milling Co., 240 U.S. at 415.
70Id.
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be able to enjoin the completely remote defendant from using that mark.71 The
Court held that the senior user does not have the right to enjoin the remote
junior user who adopted the mark in good faith.72

The Court, in addressing wholly separate markets, stated that prior adopt-
ing is not significant unless it “appear[s] that the second adopter has selected
the mark with some design inimical to the interests of the first user, such as
to take the benefit of the reputation of his goods, to forestall the extension of
his trade.”73 Here, the Court is emphasising the legal importance of the sec-
ond user’s intent when adopting a mark. Further along in the opinion, the
Court went on to state that when the defendant has adopted the mark “in good
faith and without knowledge” of the plaintiff’s use, the defendant cannot be
estopped from using the mark.74 If the Supreme Court meant for good faith
to mean without knowledge of the plaintiff’s mark, the statement would be re-
dundant and out of sync with the previous statement requiring some intent.

B. The “Rectanus” Case

The second of the two Supreme Court cases is United Drug Co. v. Theodore
Rectanus Co., but is referred to as the “Rectanus” case. The plaintiff herewas the
national senior user of the mark “Rex” for drugs.75 The defendant began using
the same mark in a wholly remote location.76 The plaintiff later began using
the mark in the area in which the defendant’s use of the mark was well known,
and brought suit to enjoin the defendant’s continued use.77 The SupremeCourt
held that the plaintiff could not enjoin the defendant’s remote use of the mark
that he adopted in good faith, regardless of the fact that the plaintiff was the
first to use the mark in the country.78 This time the plaintiff and defendant
started in geographically remote areas, but later came to operate in the same
state.79 Again, the Court held that good faith is a requirement in order for the
defendant to escape infringement.80

As was true with the previous case, there can be arguments made for both
sides. For example, the Court wrote, the defendant began using the mark “in
perfect good faith; neither side having any knowledge or notice of what was
being done by the other.”81 Some circuit courts have argued that this statement
is evidence the Court equates good faith with lack of knowledge. However,
read in context, that sentence was part of the Court’s summary of the lower
court’s finding. Irrespective of that brief statement, the opinion continued to
mention good faith in ways more aligned with knowledge plus intent.

71Id.
72Id.
73Id. at 415.
74Id at 418.
75United Drug Co. v. Theordore Rectanus Co., 248 U.S. 90 (1918).
76Id.
77Id.
78Id.
79Id.
80Id.
81Id. at 95.
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The Supreme Court quoted the passage from the previous opinion that
states prior appropriation of a mark is legally insufficient to negate good faith
without a “design inimical to the interests of the first user.”82 Although that
quote is merely dicta, the Court here underscores the importance of the in-
tent in determining whether the defendant’s adoption of the mark was in good
faith. Immediately after, the Court states that there is no “suggestion of a sinis-
ter purpose” on the part of the defendant.83 The statements taken together lead
to the interpretation that in order to defeat good faith, the defendant needs to
have adopted the mark with the intent to do harm to the plaintiff. Therefore,
knowledge without the requisite intent is not the correct interpretation of the
Supreme Court’s words. Rather, the fact that the defendant lacked knowledge
of the plaintiff’s use of themark seems to have been a factor in determining that
he did not intend to harm the plaintiff.

In holding that the plaintiff could not enjoin the defendant’s use of themark
which he adopted in good faith, the SupremeCourt stated that he did not know
of and did not intend to benefit from the plaintiff’s mark. Although arguments
can be made for both sides, the knowledge plus intent interpretation is a better
understanding of the holding, taken as a whole.

1. Protection of Junior User’s Investment

Some courts have argued that the doctrine was established to protect the junior
userwho “unwittingly adopted the samemark and invested time and resources
into building a business with that mark.”84 Under this theory, because the ju-
nior user knew of the senior user’s use and nevertheless adopted the mark, he
did so at the expense of the senior user.85 It is at the expense of the senior user
because she cannot later expand her business into the area that is occupied by
the junior user. However, this proposition misinterprets both the Court’s rea-
soning and the application of the Court’s statements.

The Supreme Court’s explanation of the principle of the doctrine is absent
of words such as “unwittingly” or “unknowingly”. Rather, the Court reasoned
that “it would be a perversion of the rule of priority that an innocent partywho
had in good faith employed a trade-mark in one state, and by the use of it had
built up a trade there, being the first appropriator in that jurisdiction, might
afterwards be prevented from using it.”86 A requirement that the secondary
adoption is done without knowledge is not stated, nor should it be read to
imply that. The Court emphasizes again that a remote user who adopts the
mark in good faith should not be forced out of the area in which she invested
time and money making her mark known solely because she was not the first
to use it nationally.

The Tea Rose-Rectanus doctrine emerged from the two cases heard and de-
cided by the Supreme Court. The text of the opinions is the starting point in

82Id. at 101.
83Id.
84Stone Creek, Inc., 875 F.3d at 438-39.
85Id. at 439.
86United Drug Co., 248 U.S. at 52.
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analyzing the correct interpretation of “good faith.” The statements made by
the Supreme Court in both cases lead to the inference that something more
thanmere knowledge of the senior user’s use of the mark is necessary to defeat
good faith. Setting aside the arguments on both sides, the reasoning behind
the holdings is clear. The purpose of the Tea Rose-Rectanus doctrine is to en-
sure a mark owner receives the full protection and rights in the area the mark
is known without granting her a monopoly by extending those rights to areas
that mark has not traveled. In light of today’s world, that cannot be properly
accomplished with the knowledge only interpretation.

IV. THE GOALS OF TRADEMARK LAW

It has often been noted that while there are a multitude of ever changing policy
arguments supporting trademark protection, there have always been twomain
goals.87 The dual aims of trademark law are consumer protection and protec-
tion of a trademark owner’s rights in their mark.88 In addressing the passage
of the Lanham Act, Congress announced the purpose is “to protect the public
from deceit, to foster fair competition, and to secure to the business community
the advantages of reputation and good will by preventing their diversion from
those who have created them to those who have not.”89 With this in mind,
it is clear that the knowledge plus intent standard better serves the goals of
trademark protection. Neither of these goals are furthered under the knowl-
edge only approach more so than under the knowledge plus intent standard.
In fact, the necessity of intent better aligns with the commonly accepted twin
purposes of trademark law in the sense that it promotes the two goals without
granting the owner of an unregistered trademark too much protection.

A. Consumer protection

As the Supreme Court in Qualitex put it, “In principle, trademark law, by pre-
venting others from copying a source-identifying mark, ‘reduce[s] the cus-
tomer’s costs of shopping andmaking purchasing decisions,’ for it quickly and
easily assures a potential customer that this item—the item with this mark—
is made by the same producer as other similarly marked items that he or she
liked (or disliked) in the past.”90 The first of the two main goals of trademark
law is protecting consumers by prohibiting confusion that results from con-
current uses of the same or similar marks. Therefore, the crux of trademark
infringement is whether the two separate uses of a particular mark cause or

87McCarthy, supra note 4, § 2:1.
88“The purpose underlying any trade-mark statute is twofold. One is to protect the public so itmay be confident

that, in purchasing a product bearing a particular trade-mark which it favorably knows, it will get the product
which it asks for andwants to get. Secondly, where the owner of a trade-mark has spent energy, time, andmoney
in presenting to the public the product, he is protected in his investment from its misappropriation by pirates
and cheats. This is the well-established rule of law protecting both the public and the trade-mark owner.” S.Rep.
No. 1333, 79th Cong., 2d Sess., 3 (1946)

89S.Rep. No. 1333, 79th Cong., 2d Sess., 3 (1946).
90Qualitex Co. v. Jacobson Prod. Co., 514 U.S. 159, 163–64(1995)
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are likely to cause consumer confusion. Under the knowledge only approach,
consumer confusion is not relevant until litigation.91 Preventing a junior user
from adopting a mark he knows to be used by the senior user does not protect
consumers until, and only if, the use of the marks expand such that they are
no longer geographically remote. Excluding the junior user from adopting the
mark hemerely knows to be in use by another is protecting the consumers from
possible confusion that may never happen.

It has been argued that the junior user’s knowledge is a surrogate of the
relevant consumers’ knowledge.92 In such cases, the fact that the junior user
had the requisite knowledge serves as evidence that the senior user’s reputation
did travel to that area.93 Thus, consumers are likely to be confused by the junior
user’s adoption of the same or similar mark.

For example, the Ninth Circuit, in Interstellar Starship Services v. Epix, held
that the defendant’s knowledge of the plaintiff’s mark was strong evidence
consumers would be confused.94 In this case, the defendant learned of the
plaintiff’s mark when he attempted to register the same mark in the PTO.95
After learning of the plaintiff’s application, the defendant nevertheless regis-
tered a domain name containing the mark.96 The Court held that knowledge
of the plaintiff’s mark creates a presumption that the defendant intended to
deceive the public, and that intent is strong evidence the public is likely to be
confused.97 Other circuits have also held that when the junior user adopts a
mark knowing the senior user had done so already, it creates a presumption or
inference that the relevant consumers will be confused.98

Again, however, these precedents miss the mark. A junior user looking to
adopt a trademark is likely to do some research which may result in the un-
covering of the senior user’s mark in a remote location. Similarly, the junior
user may choose to adopt a mark without doing research and stumble upon
the senior user’s mark while attempting to create a website or online profile. In
these circumstances, the junior user does know of the senior user’s mark, but
it is unlikely that consumers in the junior user’s area have come to recognize
the senior user’s mark andwill be confused by a subsequent adoption. The jus-
tification that the junior user’s knowledge equates to the relevant consumers’
knowledge makes little sense in light of increased internet usage.

Under the knowledge plus intent standard, the junior user must have the
intent to capitalize on the senior user’s goodwill and reputation or the intent
to cause consumer confusion. The fact that the senior user has a reputation to

91In order to prevail on a claim of trademark infringement, the plaintiff must prove that the defendant’s use of
the same or similar mark in commerce is likely to cause consumer confusion.

92McCarthy, supra note 4, § 26:12 (comment).
93Person’s Co. v. Christman, 900 F.2d 1565 (Fed.Cir.1990) (holding that knowledge of a subsequent use may be

evidence that mark is already known to relevant consumers). See also Restatement (Third) of Unfair Competition
§ 19, comment d, Reporters’ Note (1995) (“In some instances knowledge by the subsequent user may indicate
that the prior user’s mark is already known in the relevant area, thus establishing the prior user’s priority.”).

94Interstellar Starship Servs., Ltd. v. Epix Inc., 184 F.3d 1107 (9th Cir. 1999).
95Id. at 1109.
96Id.
97Id. at 1111.
98Ferrari S.P.A. v. Roberts, 944 F.2d 1235, 1243 (6th Cir. 1991) (holding that there is a presumption of likelihood

of confusion when defendant intentionally copies plaintiff’s mark);
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protect means that she is known to the relevant consumers. Thus, a secondary
use of the mark by the junior user would more likely cause confusion. Without
the relevant population being familiar with the senior user’s mark, they are not
likely to be confused by the junior user’s use, even in cases that the junior user
had knowledge. Therefore, the knowledge plus intent approach better serves
the first goal.

B. Trademark Owner Protection

Similarly, the second of the two main goals of trademark law is better served
through the knowledge plus intent approach. In Qualitex, the Supreme Court
went on to say “the law helps assure a producer that it (and not an imitating
competitor) will reap the financial, reputation-related rewards associated with
a desirable product.”99 Therefore, the senior user must have a reputation that
is worth protecting. That is to say that the mark must be known to the relevant
consumers. Under the knowledge only approach, regardless of whether the
junior user is the only one to know that the senior user is using the mark, he
would be barred from adopting it. In that case, the majority of the relevant
public would not know of the senior user’s mark; meaning the senior user has
no reputation or goodwill in that area. It would make little sense to protect
the reputation of a mark that has not yet garnered any good (or bad) will in
an area. Again, the knowledge only approach is preemptively protecting the
senior user from harm that may very well never occur.

In addressing the closely related “natural expansion”100 doctrine, the First
Circuit observed the issues in allowing a senior user to enjoin a good faith ju-
nior user from adopting the same mark in a remote area. In Raxton Corp. v.
Anania Associates, the plaintiff used themark “Rax” in connectionwith discount
stores for women’s clothing in multiple states, with only a handful of sales in
Massachusetts.101 Soon after, the defendant began using the mark “Rack” for
a men’s discount clothing store in Massachusetts.102 In reversing the district
court, the First Circuit acknowledged that barring the good faith adoption by
the remote defendant makes little sense in light of the statutory protections
available for the plaintiff.103 The Court stated that to allow this would “weigh
the remote prior user’s intangible and unregistered interest in future expan-
sion as more important than the subsequent user’s actual and good faith use of
its name.”104 Further, the Court went on to say that to do so would allow the
senior user to monopolize markets that their trade has yet to reach.105 Rather,

99Id.
100Sometimes referred to as the “zone of expansion” doctrine, the natural expansion doctrine allows a senior

user of a mark to enjoin a good faith junior user whose use of the mark lays within the senior user’s zone of
expansion. A senior user’s use is “natural” if, at the time the junior user adopted the mark, consumers were
likely to be confused by the concurrent uses. McCarthy, supra note 4, § 24:20.
101Raxton Corp. v. Anania Assocs., Inc., 635 F.2d 924, 926 (1st Cir. 1980).
102Id.
103Id.
104Id. at 930.
105Id.
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if the plaintiff had used the mark in Massachusetts106, and was known by pur-
chasers there, the defendant would no longer be an innocent user because it is
likely he would benefit from misdirected goodwill.107

Instead, the knowledge plus intent approach necessitates that the junior
user intend to capitalize on the senior user’s reputation, thus requiring the se-
nior user to have built up goodwill that requires protection. The second of the
two goals of trademark law is ensuring the owner of a valid trademark, and not
the infringer, is the one who benefits from the reputation of the mark. When
viewed in that context, knowledge plus intent is the better fit. Knowledge only
goes too far by barring a junior user from using themark even in areas in which
the senior user has no reputation or goodwill to protect so long as hewas aware
of the senior user’s use prior to adoption. The knowledge plus intent standard
accomplishes the second goal of trademark law by ensuring the senior user re-
ceives the financial and reputational benefits of his mark without providing
protection in places he has not used the mark, but that the junior user knows
of it.

At the heart of trademark law is consumer and trademark owner protec-
tion. By protecting trademarks, consumers can be confident in the mark that
they have come to like or dislike. Also, the owner of a trademark is assured that
she is the one benefiting from the reputation of themark. Under the knowledge
only approach, the consumer confusion and reputation are not important un-
til the marks expand until the concurrent uses clash. Regardless of whether
consumers are likely to be confused by the junior user’s mark or whether the
junior user will receive the misdirected benefits of the senior user’s reputation
are not relevant until the point of litigation. The knowledge plus intent stan-
dard better accomplishes the goals of trademark law by taking into account the
circumstances in which consumer confusion and misdirected benefits would
occur without also expanding the rights of unregistered trademarks too far.

V. EXPANSION OF RIGHTS FOR UNREGISTERED
TRADEMARKS

Unregistered trademark owners have common law rights, however only in the
area(s) themark is being used in commerce andknown to the relevant public.108
As noted above, a major difference between registered and unregistered trade-
mark protection is that federal registration serves as constructive notice of own-
ership everywhere in the country, giving the mark owner the right to exclude
any junior user from using themark, even in areas deemed to be remote.109 The
owner of an unregisteredmark cannot exclude a remote junior user from using
the mark in good faith.110 As illustrated above, the knowledge only approach
106The Court held that although the Plaintiff had made private sales in Massachusetts, the commercial use

requirement was not satisfied in that area because no advertising or public sales had occurred. Id. at 925.
107Id.
108Hanover Star Milling Co., 240 U.S. 403 (1916).
10915 U.S.C. § 1057(c).
110United Drug Co., 248 U.S. at 97.
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is an extremely low standard to apply in cases involving the internet or social
media, as well as more traditional applications. If knowledge alone prevents
a junior user from adopting the mark in a remote territory, the senior user’s
rights could potentially be expanded to anywhere in the country, so long as
the junior user has access to the internet. It is clear that the knowledge plus
intent interpretation is a better standard to apply in light of the statutory lan-
guage and the Supreme Court’s illustration of territorial rights of unregistered
marks. The knowledge only interpretation does not reflect the plain meaning
of the section of the LanhamAct dealing with unregistered trademarks, poten-
tially expands trademark protection for unregistered marks to mirror that of a
federal registration, and does not align with the Supreme Court’s statements
regarding common law rights of unregistered trademarks.

A. Knowledge Only Conflicts with Plain Reading of §43

It is widely accepted that §43(a) of the Lanham Act applies to unregistered
trademarks.111 The Lanham Act states that “any person who, on or in con-
nection with any goods or services uses in commerce any [mark] which is
likely to cause confusion, or to cause mistake, or to deceive as to the affilia-
tion, connection, or association of such person with another person, or as to
the origin, sponsorship, or approval” of the goods bearing that mark is liable
for trademark infringement.112 Read literally, a senior user suing for trademark
infringement under § 43(a) must show that there is likely to be confusion as to
the origin of the junior user’s goods bearing the infringing mark. Therefore, if
the senior user is well known in a certain geographic area, and the junior user
begins using the same mark in that area, it is likely that consumers will be con-
fused as to the source of the goods. This means that protection under §43(a)
applies only in the areas in which the senior user has protection for that mark.
Whether the junior user knew of the senior user’s use in some remote location,
therefore, should not be the end of the inquiry. The junior user alone is not the
relevant public, therefore, his knowledge is should not be dispositive. Instead,
the junior user’s intent to capitalize on the senior user’s goodwill requires that
the senior user is well known enough in that area as to have a reputation to cap-
italize on. Without the senior user’s mark being well know in the area, there
will be no likelihood of consumer confuser if the junior user begins using the
mark, regardless of whether he had knowledge. The knowledge plus intent ap-
proach is more harmonious to the plain meaning of the section of the Lanham
Act pertaining to unregistered marks, which protects marks against consumer
confusion.
111See Two Pesos, Inc. v. Taco Cabana, Inc., 505 U.S. 763, 768 (1992) (holding “it is common ground that § 43(a)

protects qualifying unregistered trademarks.”).
11215 U.S.C. § 1125(a).
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B. Knowledge Only Expands Right Until Nearly Identical to a Federal
Registration

Contrast §43(a) to the sections on the territorial scope of registered trademark
protection. The LanhamAct states, “the filing of the application to register such
mark shall constitute constructive use of themark, conferring a right of priority,
nationwide in effect, on or in connection with the goods or services specified in
the registration against any other person.”113 This provision provides that the
owner of a federally registered trademark has priority over anyone adopting
the mark after application, and that such application is constructive notice of
that ownership.114 That is not the case with unregistered marks. If knowledge
of a senior user’s use of the mark alone bars a junior user from adopting the
mark, junior users across the country with access to the internet could poten-
tially be barred from adoption. The practical result of this interpretationwould
be that unregistered marks with any online presence, whether it is a website or
social media accounts, could end up receiving the functional equivalent of con-
structive use throughout the nation. The knowledge only approach offers such
a low threshold that it presents the chance that unregistered trademarkswill re-
ceive the same constructive notice as a mark that has been federally registered.
The addition of the necessary intent provides a higher hurdle for unregistered
senior users to overcome, and thus protects against expanding the rights of un-
registered trademarks to places they have no yet used themark in commerce. In
light of the availability of a federal registration, unregistered trademark owners
should not receive the functional equivalent of registration bymerelymaintain-
ing a website. Federal registration is somewhat of a legal monopoly. Without
the necessary registration, mark owners cannot receive such a legal monopoly.

C. Knowledge Only is at Odds with Supreme Court’s Statements

The two cases from which the Tea Rose-Rectanus doctrine was born offer fur-
ther insight into the rights of unregistered trademarks. Because these cases
continue to provide the basis for common law rights, it is relevant to have a
complete picture of the policy underlying the doctrine. Circuits on both sides
of the debate endorse different statements made by the Court in the two cases
to support their arguments. Although arguments can be made on both sides,
onemain principle is clear: the common law does not grant the owner of an un-
registered trademark a monopoly. The Supreme Court in Hanover Star Milling
Co. explained “into whatever markets the use of a trademark has extended, or
its meaning has become known, there will the manufacturer or trader whose
trade is pirated by an infringing use be entitled to protection.”115 TheCourt fur-
ther went on to state that the senior user cannot “monopolize that markets that
his trade has never reached.”116 In essence, the Court is stating that a mark is
protected in the areas in which it is known, and to protect it in areas in which it
11315 U.S.C. § 1057(c).
114Id.
115Hanover Star Milling Co., 240 U.S. at 415-16.
116Id. at 416.
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is unknown would amount to a monopoly. Similarly, in the second of the two
cases, the Supreme Court stated that “rights to a particular mark grows out
of its use, not its mere adoption; its function is simply to designate the goods
as the product of a particular trader and to protect his good will against the
sale of another’s product as his” and does not “operate as a claim of territorial
rights over areas into which it thereafter may be deemed desirable to extend
the trade.”117 In each of the two cases the Court emphasized that trademark
protection does not grant the owner a monopoly in areas in which he is not
using the mark. This continues to hold true for unregistered trademarks.

The knowledge only standard in cases involving heavy internet presence
would, in effect, confer upon the senior user the constructive use benefits of a
federal registration, thereby granting them amonopoly. In contrast, the knowl-
edge plus intent approach limits the instances that would give rise to a senior
user’s ability to prohibit a junior user from using the mark in a remote area. It
necessitates a finding of intent to benefit from the senior user’s goodwill in or-
der to bar the junior user’s adoption. This higher standard safeguards against
the granting of a monopoly on a unregistered mark.

When a mark is federally registered, the registration serves as constructive
notice of ownership,118 eliminating a defense of good faith.119 It has been ar-
gued that knowledge alone should defeat a good faith defense as it does with
a federal registration. However, constructive knowledge is one of many bene-
fits that a federal registration grants the trademark owner. Unregistered marks
have only common law protection. Absent legislative action, the provisions of
the Lanham Act dealing with federally registered trademarks should not be
read to extend to unregistered marks.

A plain reading of §43 of the LanhamAct illustrates that unregistered trade-
mark owners have a cause of action when a junior user’s use of the same mark
is likely to cause consumer confusion. Nowhere does it provide a senior user
the right to prevent a remote junior user from using the mark, regardless of
her knowledge without the requisite consumer confusion. Further, comparing
§43 with the various provisions of the Lanham Act outlining the rights of fed-
erally registered marks illustrates that a senior user cannot prevent a remote
junior user from using the mark absent a federal registration. To employ the
knowledge only interpretation would make the differences a mere formality.
Finally, when viewed in the context that common law protections do not grant
a monopoly, it is clear that the knowledge only standard is too low.

VI. “GOOD FAITH” IN EXISTING TRADEMARK LAW

The Tea Rose-Rectanus doctrine is not the only area of trademark in which
“good faith” and “bad faith” are used. First, the interpretation as applied to
likelihood of confusion is important because, simply put, there can be no in-
fringement without the likelihood of consumer confusion. Second, the way in
117United Drug Co., 248 U.S. at 97-98.
11815 U.S.C.A. § 1072.
119McCarthy, supra note 4, § 19:9.
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which good faith is used in the descriptive fair use sense is pertinent as a look
into the way in which it should be interpreted when applied to an affirma-
tive defense. Third, the Anticybersquatting Consumer Protection Act, enacted
expressly to address new issues created by the internet, offers a great insight
into the way in which good faith should be applied going forward. Finally, the
application of bad faith as applied to foreign use is relevant in analyzing terri-
torial rights of marks. The knowledge only interpretation of good faith in the
adoption of a trademark does not comport with the ways in which the circuit
courts have defined and illustrated good faith in other contexts. Therefore, the
knowledge plus intent interpretation of good faith in the adoption is a more
natural understanding.

A. Likelihood of Consumer Confusion

In determiningwhether therewas has been trademark infringement, courts an-
alyze whether there is a likelihood of confusion between to the two marks. Al-
though all of the circuits have developed their own version of the likelihood of
confusion test, these tests have closely followed the Polaroid factors.120 Among
the factors considered is the defendant’s bad faith in adopting themark.121 The
circuit courts have held that knowledge alone is not enough to establish bad
faith for a likelihood of confusion inquiry.122 The bad faith factor incorporates
both the defendant’s knowledge of the plaintiff’s mark and the defendant’s in-
tent, whether the intent is to capitalize on the plaintiff’s goodwill or intent to
confuse.123

Also noteworthy is the variation of the factor by circuits that have not specif-
ically adopted the Polaroid factor of the defendant’s bad faith. Those circuits
that have not used the defendant’s bad faith as a factor have in fact replaced it
with the “defendant’s intent,” which includes the defendant’s intent to confuse
consumers124 and intent to benefit from the plaintiff’s goodwill.125 There is at
least some argument that bad faith and intent to capitalize or confuse are used
interchangeably in the context of consumer confusion.

Although the circuits have all adopted their own list of factors used to deter-
mine likelihood of confusion, almost all have been modeled after the Polaroid
factors. Among those factors was the defendant’s bad faith in adopting the
mark. The circuits that have not adopted that exact factor often analyze the de-
fendant’s intent when choosing the mark. Thus, in the context of the consumer
120Polaroid v. Polarad Electronics Corp., 287 F.2d 492 (2d Cir. 1961).
121Id.
122Packman v. Chicago Tribune Co., 267 F.3d 628, 642 (7th Cir. 2001) (Mere knowledge of [plaintiff’s] trademark

on the phrase is insufficient to establish that [defendant publishers] acted in bad faith and to preclude summary
judgment. The defendants’ good faith ‘can be judged only by inquiry into [their] subjective purpose).
123Int’l Stamp Art, Inc. v. U.S. Postal Serv., 456 F.3d 1270, 1274 (11th Cir. 2006) (“legal standard for good faith in

any other trademark infringement context … asks whether the alleged infringer intended to trade on the good
will of the trademark owner by creating confusion as to the source of the goods or services.”); Star Indus., Inc. v.
Bacardi & Co., 412 F.3d 373, 388 (2d Cir. 2005) (same).
124Stone Creek, Inc., 875 F.3d at 434 (whether “the alleged infringer intended to deceive customers”)
125SquirtCo. v. Seven-Up Co., 628 F.2d 1086, 1091 (8th Cir. 1980) (“Intent on the part of the alleged infringer

to pass off its goods as the product of another” is a factor to be considered in determining the likelihood of
confusion).
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confusion analysis, the knowledge plus intent standard has been universally
applied.

B. Descriptive Fair Use

Evenmore persuasive is the definition of good faith as used by the circuit courts
in determining whether a use is merely descriptive fair use. Like the Tea Rose
Rectanus doctrine, descriptive fair use is an affirmative defense to trademark
infringement. The Lanham Act states that the affirmative defense is available
when “the use of the name, term, or device charged to be an infringement is a
use, otherwise than as a mark which is descriptive of and used fairly and in
good faith only to describe the goods or services of such party”126 The Restate-
ment, in synthesizing the common application among the circuits, acknowl-
edged that “knowledge of a prior trademark use of the term does not in itself
prove a lack of good faith.” 127Almost all circuit courts have followed the Re-
statements interpretation of “good faith” in the fair use sense.128 In a handful of
circuits, knowledge of a senior user’s use of the mark may weigh into the good
faith inquiry.129 Because both descriptive fair use and good faith adoption are
affirmative defenses to trademark infringement, it is only natural and proper to
apply the same definition of “good faith” to both defenses. Again, knowledge
of a prior use of the mark does not bar the defendant from the descriptive fair
use defense and should likewise not block the good faith defense.

C. Cybersquatting

TheAnticybersquatting Consumer ProtectionAct (hereafter ACPA) is a legisla-
tive response to the difficulties in applying traditional trademark laws to new
technology. Under the ACPA, a person is liable if he or she “(i) has a bad faith
intent to profit from that mark ...; and (ii) registers, traffics in, or uses a domain
name that,” in relation to that mark, is distinctive or famous.130 The elements
used to determine whether a use constitutes bad faith and the way in which
the circuit courts have interpreted this provision are particularly important to
the analysis of the proper understanding of good faith adoption going forward
in the internet era. The statute further goes on to list nine factors that courts
canweigh in determiningwhether the defendant has acted in bad faith.131 One
factor courts may use to determine bad faith is whether the defendant has an
“intent to divert consumers” from the mark owner’s website to his own, either
for commercial gain “or with the intent to tarnish or disparage the mark.”132

1265 U.S.C. § 1115(b)(4) (emphasis added).
127Restatement (Third) of Unfair Competition § 28 (1995).
128Sorensen v. WD-40 Co., 792 F.3d 712, 725 (7th Cir. 2015) (holding that the defendant’s knowledge of the

plaintiff’s use is not enough to warrant an inference of bad faith.).
129EMI Catalogue P’ship v. Hill, Holliday, Connors, Cosmopulos Inc., 228 F.3d 56, 66 (2d Cir. 2000) (“In ana-

lyzing the proper scope of fair use good faith … whether defendant in adopting its mark intended to capitalize
on plaintiff’s good will” is the correct inquiry); Fortune Dynamic, Inc. v. Victoria’s Secret Stores Brand Mgmt.,
Inc., 618 F.3d 1025, 1043 (9th Cir. 2010) (same).
13015 U.S.C. § 1125(d)(1)(A) (emphasis added)
131Id.
132Id.
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The fact that this type of bad faith requires an examination of multiple factors
illustrates that, at least in the cybersquatting sense, knowledge alone does not
defeat good faith. Further, the factors require the defendant’s intent in regis-
tering a domain name.

D. Territorial Rights of Foreign Marks

The fourth area of trademark law that has developed a test for bad faith is the
rights of amark first adopted outside theUnited States. This topic offers further
insight into the territorial rights of unregistered trademarks. Foreign use of
a mark does not automatically extend protection into the United States. One
basis for a federal registration is a registration of that mark in the country from
which it originated.133 Without the federal registration or use in the United
States, a senior user who adopted the mark in a different country does not have
priority over a junior user who was the first to use the mark here.134 However,
there are limited instances in which the junior user adopted the mark in bad
faith, and thus would be unable to continue use regardless of the fact that he
was the first to use the mark in the United States. Bad faith can be found first, if
the foreignmark is famouswithin theUnited States,135 and second, if the junior
user made nominal use of the mark in order to preserve priority here.136

In dealing with this issue, the Circuit Court for the Federal Circuit, in Per-
son’s Co., Ltd. v. Christman, held that knowledge of the plaintiff’s foreign use
of the mark did not amount to bad faith. In this case, the plaintiff used the
mark “Person’s” in connection with sportswear and apparel in Japan.137 After
traveling to Japan and purchasing various articles of clothing with the plain-
tiff’s mark, the defendant registered the “Person’s” mark for the same goods to
be sold in America.138 Upon hearing of the registration, the plaintiff sought for
cancellation of the defendant’s mark.139 After refusal by the Board, the plaintiff
appealed to the Federal Circuit which affirmed the refusal.140

In affirming the decision, the Court held that the defendant’s “knowledge
of a foreign use does not preclude good faith adoption and use in the United
States.”141 In its reasoning, the Court noted that the plaintiff had not used the
mark within the U.S. borders and had, therefore, not established goodwill.142
The Court, in quoting the Rectanus case, noted that allowing the plaintiff to
obtain priority in the United States without the requisite use would grant him
133The Lanham Act permits qualified foreign applicants who own a registered mark in their country of origin

to obtain a U.S. registration without use in U.S. commerce. If a U.S. application is filed within six months of the
filing of the foreign application, such U.S. registration will be given the same force and effect as if filed in this
country. 15 U.S.C. § 1126.
134Person’s Co., Ltd. v. Christman, 900 F.2d 1565 (Fed. Cir. 1990).
135Mother’s Restaurants, Inc. v. Mother’s Other Kitchen, Inc., 218 USPQ 1046 (T.T.A.B. 1983).
136Davidoff Extension, S.A. v. Davidoff Int’l., 221 USPQ 465 (S.D.Fla. 1983).
137Person’s Co., Ltd., 900 F.2d 1565.
138Id. at 1568.
139Id.
140Id.
141Id. at 1570.
142Id.
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a monopoly in places that his trade has yet to reach.143 Without an attempt to
capitalize on the plaintiff’s goodwill or intent to ensure the plaintiff could not
enter themarket, the defendant hadnot acted in bad faithwhenhe intentionally
copied the mark.

Although foreign use of a mark does not grant the mark owner rights or
priority in the United States, the bad faith inquiry in this context is nevertheless
relevant. The two limited instances that would give rise to a bad faith adoption
illustrate that knowledge of a foreign use does not defeat good faith. Rather,
something more must be present, including sufficient fame within the borders
such that a similar use would cause confusion or an attempt to foreclose this
portion of the world market. Again, the knowledge plus intent standard better
aligns with this aspect of trademark law.

In determining the proper definition of the phrase “good faith” as applied
the adoption of a mark, it is helpful to understand the meaning of the phrase
as used in other areas of trademark law. Notably, the good faith/bad faith in-
quiry emerges in the likelihood of confusion test, the affirmative defense of de-
scriptive fair use, the relatively newly enacted Anticybersquatting Consumer
Protection Act, and the national boundaries of foreign trademark use. In each
of these four areas of trademark law, good faith means more than just knowl-
edge of another’s use of the mark. The knowledge is coupled with an intent to
do some harm to the senior user. As stated above, each of these separate, but
closely related uses of good faith are important in understanding what “good
faith” as stated by the Supreme Court is meant to apply to a junior user’s adop-
tion of a trademark. It is clear from the definitions provided by statute, case
law and secondary sources that the the knowledge only standard does not fit
within the larger, overall scheme of trademark law.

VII. IMPRACTICALITY OF THE RESULT

At the end of the day, the impracticality of applying the knowledge only ap-
proach to cases involving the internet is apparent. At the heart of trademark
law is prevention of consumer confusion or misdirected goodwill. Whether it
is an independent search of potential marks or seeking the advice of counsel,
proper research can prevent not only confusion and misappropriated good-
will, but can also protect against expensive litigation. The knowledge only ap-
proach discourages junior users from researching potentialmarks in an attempt
to avoid knowledge of prior use. Rather, the knowledge only approach encour-
ages junior user’s willful blindness. Although it is still unclear whether there
is an affirmative duty to search and just how in depth the search must be, the
knowledge only standard clashes with that duty.

A. Is There a Duty to Search?

Another area in which there have been varying conclusions and instructions is
the potential duty to search for existing trademarks before adoption. The Lan-
143Id.
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ham Act does not impose an affirmative duty to search. However, a defendant
that intentionally avoided a trademark searchmay be subject to treble damages
if found to have infringed.144 The circuits vary on whether such an affirmative
duty exists orwhether the failure to search can lead to a finding of bad faith. For
example, the Ninth Circuit noted that a junior user “may want its trademark
attorney to have a preliminary search conducted to see whether the proposed
mark conflicts with pre-existing rights.”145 While this statement seems to sug-
gest that the decision to search rests with the junior user, the Court changed its
position in a later decision by stating that “firms need only search the register
before embarking on development.”146 This statement instructs junior users
that only a search of the PTO, and no further inquiry, is required.

The Second Circuit, however, held that the decision not to conduct a search
factors into the defendant’s bad faith.147 In deciding this, the Court noted that
“[the defendant’s] choice not to performa full search under these circumstances
reminds us of two of the famous trio of monkeys who, by covering their eyes
and ears, neither saw nor heard any evil.”148 This suggests that a trademark
search is necessary to avoid bad faith, thus imposing a duty. Along those lines,
the Second Circuit has clarified that relying on the advice of counsel demon-
strates good faith.149

In dealing with the duty to search in cases involving the internet, the Court
in Network Network v. CBS, Inc. stated “[the defendant] certainly should have
been aware of the existence of the Internet, of the practice of registering do-
main names, and of the likelihood that an existing organizationwith the initials
would seek the most obvious domain name for its website.”150 This indicates
that any potential junior user should at least do a cursory search of the inter-
net. Whether that is an affirmative duty to search the internet or statement on
common sense is still unclear.

The rise of the internet both complicates and facilitates the possible duty
to search. Searches of marks registered in the PTO can be done instantly and
by anyone remotely familiar with the website. Of course, this makes investi-
gations quicker and less expensive. However, it prompts a duty to conduct a
search into domain names bearing potential marks. This is especially relevant
for marks being used primarily in relation to internet goods and services.151
The use of internet search engines reveals vast amounts of information, most
of which would not be relevant from the trademark standpoint. Although a
duty to conduct a search may be present, the internet raises questions on what
exactly is relevant to establish “knowledge”.
14415 U.S.C. §1117.
145Money Store, 689 F.2d 666.
146Sands Taylor & Woods v. Quaker Oats, 978 F.2d 947 (7th Cir. 1992).
147International Star Class Yacht Racing Ass’n v. Tommy Hilfiger U.S.A., Inc., 80 F.3d 749 (2d Cir. 1996).
148Id.
149Lang v. Retirement Living Pub. Co., Inc., 949 F.2d 576 (2d Cir. 1991)
150Network Network v. CBS, Inc., No. CV 98-1349 NM(ANX), 2000 WL 362016, at *4 (C.D. Cal. Jan. 18, 2000)
151See Ronald Abramson, Trademarks and the Internet, 438 Patents, Copyrights, Trademarks, and Literary Prop-

erty Course Handbook Series 299 (Practising L. Inst. 1996).
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B. If No Duty, Why Search?

Whether or not a duty exists, and more importantly what that duty imposes,
is still being untangled by the courts. However, the potential duty to conduct
a search clashes with the knowledge only approach. If the search uncovers
a previous use of a mark, the junior user would have knowledge of the prior
use and thus be barred from adoption. On the other hand, if the junior user
decides to proceed without a proper search, there is no chance that he would
have knowledge of the mark. Instead, the failure to inquire would merely be
factored into the bad faith factor of the likelihood of confusion analysis.

The Seventh Circuit, in Zazu Designs v. L’Oreal, S.A., dealt with the im-
practicality of punishing a company for doing a thorough trademark search.152
In this case, the defendant was the well-known hair care product company,
L’Oreal.153 The plaintiffs owned a hair salon, which was operated under the
name “Zazu Hair Designs.”154 The defendant, hoping to sell hair dye under
the mark “Zazu,” hired a consulting firm to research the possible mark.155 The
search uncovered one registration for themark in connectionwith clothing and
the plaintiff’s registration for the mark for hair salon services.156 After inquir-
ing into the plaintiff’s mark further, the defendant discovered the plaintiff’s
were using the solely for the salon, but one day hoped to sell shampoo.157 Re-
gardless, the plaintiff began selling hair dye under the mark and undertook
extensive marketing.158

The district court held that because the plaintiff had known about the defen-
dant’s “Zazu” mark for the salon and their hopes of producing shampoo, the
plaintiff was barred from adopting it.159 In reversing the lower court, the Sev-
enthCircuit underscored the impracticality of this decision.160 TheCourt noted
that the investigation such as the one that the plaintiff undertook prevent costly
litigation and consumer confusion.161 If knowledge alone defeats any chance
for good faith adoption, “ignorance would be rewarded” and “businesses with
their heads in the sand” would be better off.162 Potential junior user’s would
be dissuaded from seeking advice of counsel or doing independent research
into possible marks. Instead, the junior user could blindly adopt a mark and
successfully demonstrate that he did not have any knowledge of a prior use.
152Zazu Designs v. L’Oreal, S.A., 979 F.2d 499 (7th Cir. 1992).
153Id. at 501.
154Id.
155Id.
156Id.
157Id.
158Id.
159Id. at 502.
160Id. at 504.
161Id.
162Id.
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VIII. CONCLUSION

The good faith debate has continued since the Supreme Court decided the two
cases that produced the “Tea Rose-Rectanus” doctrine. The doctrine, which
continues to be the law of the land on unregistered trademarks, holds that the
senior user cannot enjoin a remote junior user who adopted the mark in good
faith. Good faith has been interpreted to mean either a lack of knowledge or
lack of knowledge and the intent to harm. The circuit courts have expended
much time and space detailing why one interpretation is superior to the other.
However, the knowledge plus intent standard should be adopted by all the cir-
cuits to account for the changes in the world. Due to the advent of the internet
and the way in which it has stretched andmolded traditional trademark terms,
the knowledge and commercial use requirements are more easily satisfied, and
the remoteness factor is soon to be extinct. This necessitates a higher standard
than the knowledge only approach can provide in order to promote the goals
and policies of trademark protection without expanding the rights to mimic
a federal registration. Further, the knowledge plus intent interpretation is the
correct understanding of good faith in light of the Supreme Court’s statements,
its relation to the Lanham Act and dual goals of trademark protection, and its
meaning in other trademark law contexts. Although the internet has dramat-
ically altered all areas of law, trademark is particularly susceptible as online
shopping and virtual marketplaces are becoming the norm. Because of this, a
universal articulation of the Tea Rose-Rectanus doctrine is necessary moving
forward.
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Abstract
Inter partes review (IPR) was introduced in Year 2012 as an adversar-

ial, post-grant patent review process. The principle of claim construction
(broadest reasonable interpretation), standard of proving unpatentability
(preponderance of evidence), and shortened time to final decision (18-24
months) have made IPR a popular venue for patent challengers. Institu-
tion of an IPR mounts substantial pressures on the patentee because the
challenged claims are highly likely to be invalidated in the final decision.
Therefore, a reliable model to predict institution decisions is critical for
patent and businessmanagement. In this study, we construct three support
vector machine (SVM) models separately based on the contexts of IPR pro-
ceedings and features of the disputed patents. The ensemblemodel that in-
corporated the three SVMs can predict institution decisionswith 79% accu-
racy and 0.85Area under theROCCurve. Separately, the IPR context-based
models perform better than the patent feature-based model. Interestingly,
most of the features traditionally regarded important for patent values are
not significantly associated with institution decisions. Furthermore, mod-
els trained on earlier IPR documents can accurately predict the institution
decisions in later proceedings. The prediction accuracy increases with the
accumulation of training data. In addition, our approach can identify IPR
context features that may influence institution decisions. Our results can
provide an empirical basis for IPR policy making and business strategic
planning.
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Introduction

A patent is an agreement between the government and the patent owner. The
government grants a patent owner the right to exclude others frommaking, of-
fering to sell, selling, using, or importing the claimed invention. In exchange,
the patent owner discloses the invention to the public for free access to the in-
vention after the patent expires. However, an improperly granted patent con-
veys undue rights to the patent owner, countering the purpose of the patent
system by restricting public accessibility from what should have been freely
available. In 2012, the United States established the Inter Partes Review (IPR)
system to efficiently screen out low-quality patents. IPR proceedings are heard
by administrative judges at the Patent Trial and Appeal Board (PTAB) of the
United States Patent and Trademark Office (USPTO). An IPR proceeding in-
cludes two phases: pre-trial phase and trial phase. The pre-trial phase begins
with a “petition”, in which the petitioner provides evidence to support that the
challenged claims are invalid. A panel of three administrative judges decides
whether to institute the IPR based on the petition and the patent owner’s pre-
liminary response. A decision on institution (DI) either terminates the IPR (in-
stitution denied) or shifts the proceeding to the trial phase (institution granted).
The panel will render a final written decision if the proceeding is not otherwise
terminated. According to the USPTO year-end statistics of 2016, among the IPR
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proceedings that reached a final written decision, 83% had at least one claim
invalidated.1 Therefore, institution of an IPR confers substantial bargaining
powers to the petitioner, and imposes searing pressures on the patent owner.
Accurate prediction of DI results is critical to stakeholders in the patent system.

Conventional approaches to predicting litigation outcomes rely mainly on
domain-specific, expert-selected features. These features are usually applica-
ble only to specific prediction tasks.2 For example, Katz et al. extracted fea-
tures from the Supreme Court Database (SCDB) to predict the decisions of the
Supreme Court of the United States. SCDB contains Supreme Court-specific
features, such as “MANNER INWHICHCOURT TOOK JURISDICTION” and
“JUSTICETERM.”3 These features are inapplicable to other studies. For patent-
related studies, prior work focused on predicting whether a patent will be in-
volved in a litigation, which was considered as an indication of patent value.4
Here we aim to predict the outcome of a DI, a topic so far underexplored. The
USPTO analyzed the relationship between patent- and patent examination-
related characteristics and the likelihood of subsequent infringement litigation
or IPR petitions,5 a topic different from what is addressed here. The closest
study was by David Winer,6 in which the author attempted to predict DI out-
comes based only on patent-related features. However, the outcome of a DI is
affected by factors beyond the challenged patent per se. Factors such as judges,
experiences of lawyers, selection of prior art evidence, and the patent landscape
in the relevant field may all affect the outcome. These factors, however, were
not considered in Winer’s study.

Another drawback in Winer’s study was that an IPR lacking a status la-
bel was regarded as “denied” if the IPR proceeding had progressed for more
than 200 days and no “invalidation decision”was available. This assumption is
error-prone because an IPR could be joined into an already instituted IPR. 7 The
finalwritten decision (i.e. “invalidationdecision”) could be included only in the
file folder of the joined IPR but not the joining one. Therefore, the joining IPR
may be de facto instituted but no invalidation decision can be found. Further-
more, the author adopted a denied/not-denied bisection of IPR cases without

1Patent Trial and Appeal Board Statistics (12/31/2016), by the United States Patent and Trademark Office.
Available at: https://www.uspto.gov/sites/default/files/documents/aia_statistics_december2016.pdf.

2Nikolaos Aletras, Dimitrios Tsarapatsanis, Daniel Preoţiuc-Pietro & Vasileios Lampos, Predicting judicial de-
cisions of the European Court of Human Rights: a Natural Language Processing perspective, PeerJ Computer Sci. 2:e93
(2016), https://doi.org/10.7717/peerj-cs.93; see also, Daniel Martin Katz, Michael J. Bommarito II, & Josh Black-
man,A general approach for predicting the behavior of the Supreme Court of the United States, PLoSONE 12(4): e0174698
(2017), https://doi. org/10.1371/journal.pone.0174698.

3Katz, Bommarito, & Blackman supra note 2.
4W. M. Campbell, L. Li, C. K. Dagli, K. Greenfield, E. Wolf & J. P. Campbell, Predicting and analyzing factors

in patent litigation, 30th Conference on Neural Information Processing Systems (NIPS 2016); see also, Collen V.
Chien, Predicting patent litigation, 90 Tex. L. Rev. 283 (2011).

5Alan C. Marco, Richard D. Miller, Kathleen Kahler Fonda, Pinchus M. Laufer, Paul Dzierzynski & Mar-
tin Rater, Patent litigation and USPTO trials: Implications for patent examination quality (Jan. 2015), avail-
able at https://www.uspto.gov/sites/default/files/documents/Patent%20litigation%20and%20USPTO%20tri-
als%2020150130.pdf.

6David Winer, Predicting Bad Patents: Employing Machine Learning to Predict Post-Grant Review Outcomes for
US Patents (EECS Dep’t U. of Cal., Berkeley Technical Rep. No. UCB/EECS-2017-60, May 11, 2017), available at
http://www2.eecs.berkeley.edu/Pubs/TechRpts/2017/EECS-2017-60.pdf

737 C.F.R. § 42.122.
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examining the official DI documents. Some of the “not-denied” cases could be
settled-terminated or otherwise dismissed in the pre-trial phase. These cases
did not receivemerit-based reviews by the administrative judges to render aDI.
They are essentially different from those that were reviewed and subsequently
instituted/denied. Prediction models based on this bisection might yield erro-
neous results.

Here we classify denied/instituted IPRs according to the official DI docu-
ment, which is the written decision by the PTAB explainingwhy an IPR is insti-
tuted or denied. We constructed three support vector machine (SVM) models
based on both contextual features of the IPR proceedings and features of the
challenged patents. Interestingly, patent-related features, though previously
found to be predictive of subsequent patent litigation,8 were mostly unimpor-
tant for predicting DI outcomes. In fact, the two IPR context-based models
yielded higher prediction accuracies than the patent feature-based model. In
addition, models trained on earlier IPR proceedings could accurately predict
the DIs of latter proceedings, with the accuracy increasing with accumulating
IPR data.

Finally, one of the context-based models (entity network model) revealed
hidden connections between entities in different IPR proceedings. Such con-
nections are important references for IPR participants but may be difficult to
identify using regular search methods. Overall, our models provide accurate
DI predictions and insights into IPR proceedings. Such information is impor-
tant for IPR policy review and IPR/patent strategy formulation.

Methodology

Data Retrieval

The documents of IPR proceedings dated between September 2012 and April
2017 were downloaded from the USPTO website by using the “PTAB API”
available at https://developer.uspto.gov/api-catalog/ptab-api. Each IPR pro-
ceeding is archived in a file folder that includes all of the documents (in PDF
format) submitted to the PTAB by both of the petitioner and the patent owner,
plus the judgments, orders, and decisions issued by the PTAB. A total of 6,243
IPR file folders were retrieved. The PDF files were transformed to simple-text
files by using the Python package “slate”. A DI document was identified in
3,936 IPR proceedings. The result of a DI could be either “Institution” or “De-
nial” of the IPR. In our dataset, “Institution” accounted for 67% of the 3,936
DIs, which was consistent with the official statistics by the USPTO.9

8John R. Allison, Mark A. Lemley, Kimberly A. Moore & R. Derek Trunkey, Valuable patents, 92 Geo. L.J.
435 (2004); (Geo. Mason L. & Econ. Res. Paper No. 03-31, 2003), available at SSRN: https://ssrn.com/ab-
stract=426020.

9Patent Trial and Appeal Board Statistics, United States Patent and Trademark Office (12/31/2016), available at
https://www.uspto.gov/sites/default/files/documents/aia_statistics_december2016.pdf.
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Figure 1: Overview of the method

Overview of the Model

Feature extraction was conducted in two different ways, exploitation (Figure 1,
Steps A and C) or exploration (Figure 1, Step B). Three SVMs were constructed
based on feature sets retrieved from Steps A-C in Figure 1. The final prediction
(“Ensemble”) was based on the vote of the three SVMs.

Step A : Text-based approach

The information content in a petition hasmajor impacts on theDI. Our aimhere
is, without prior knowledge of the patent or the IPR proceeding, to find terms
that can help distinguish between instituted and denied IPRs. Information gain
is a powerful method for text classification.10 However, it is not suitable for
our analysis because more discriminative terms might occur only sporadically,
while less discriminative terms occurring frequently in a petition. This could
result in misclassifications of DIs. An ideal measure could identify terms that
were both representative and discriminative. To this end, we defined “discrim-
inative gain” (DG) as

DiscriminativeGain(t) =
Max(Ninstituted(t), Ndenial(t)) + P

Min(Ninstituted(t), Ndenial(t)) + P

where Ndenial(t) and Ninstituted(t), respectively, represented the number
of denied and instituted petitions that contained term t. P was an adjustable

10Yiming Yang& JanO. Pedersen,A Comparative Study on Feature Selection in Text Categorization. In Proceedings
of the Fourteenth International Conference on Machine Learning (1997) 412-420.
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Figure 2: The overall architecture of our RNN mode.

pseudo count to avoid zero denominator values, and to adequately contrast
between instituted and denied petitions for the occurrences of representative
terms. Terms with a high DG value were discriminative and representative,
and were more likely to be selected into our SVM model.

Recently, deep learning neural networks, such as recurrent neural networks
based on long-short-term memory (LSTM) or gated recurrent units (GRU)11
and convolutional neural network,12 have been widely applied to text classifi-
cation. We applied a state-of-the-art hierarchical attention network (HAN)13
for the institution/denial classification task.

The model was slightly modified to accommodate the characteristics of our
data (Figure 2). This approach classified documents based on “paragraph at-
tention” rather than on the discriminative power of individual words. Para-
graph attention weighed more on classification-relevant “paragraphs” (i.e. in-
teractions between words) than other paragraphs. Complete petitions were
input into HAN without a priori word selection. The model included five lay-

11Sepp Hochreiter & Jürgen Schmidhuber, Long Short-Term Memory, 9 Neural Computation 1735–1780 (1997);
Rie Johnson & Tong Zhang, Supervised and Semi-Supervised Text Categorization using LSTM for Region Embeddings,
In Proceedings of the 33rd International Conference on Machine Learning (2016);
DuyuTang, BingQin&Ting Liu,Document modeling with gated recurrent neural network for sentiment classification,

In Proceedings of the 2015Conference onEmpiricalMethods inNatural Language Processing 1422–1432 (Sept.
2015).

12Nal Kalchbrenner, Edward Grefenstette & Phil Blunsom, A Convolutional Neural Network for Modelling Sen-
tences, In Proceedings of the 52nd Annual Meeting of the Association for Computational Linguistics 655–665
(2014); Ronan Collobert, Jason Weston, Léon Bottou, Michael Karlen, Koray Kavukcuoglu & Pavel Kuksa, Natu-
ral Language Processing (Almost) from Scratch, 12 J. Machine Learning Res. 2493 (2011); Nal Kalchbrenner & Phil
Blunsom, Recurrent Convolutional Neural Networks for Discourse Compositionality, In Proceedings of theWorkshop
on Continuous Vector Space Models and their Compositionality 119–126 (2013).

13Zichao Yang, Diyi Yang, Chris Dyer, Xiaodong He, Alex Smola & Eduard Hovy, Hierarchical Attention Net-
works for Document Classification, In Proceedings of the 2016 Conference of the North American Chapter of the
Association for Computational Linguistics: Human Language Technologies.
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ers of neurons: a word encoder, a word-level attention layer, a pooling layer,
a paragraph encoder, and a paragraph-attention layer (Figure 2). GRU-based
sequence encoder14 was used in this HAN. GRU is similar to LSTM in that both
are designed to remember previous states. First, we embedded each term in a
petition into a vector (xij) by an embedding matrixWe.

xij = Wewij

xij ∈ Rdim, which was the embedding vector of wij . wijwas the jth word
of the ith sentence in the petition . GRU was then used to derive the hidden
state

−→
h it.

−→
h it =

−−−→
GRU(xit), t∈[1, T ]

where T was the length of the sentence. Next, at the word-level attention
layer, words important to the meaning of sentences were extracted and accu-
mulated to form sentence vectors. The formulas were:

uit = tanh (Wwhit = bw)

αit =
exp (uT

it uw)∑
t
exp (uT

it uw)

si =
∑

t
aithit

where si was the ith sentence vector,Ww was theweightmatrix of one-layer
perceptron, uit was a hidden representation of hit. αit was a normalized im-
portance weight according to a softmax function. uw was a word level context
vector. Average pooling on these sentence embeddings was then used to catch
paragraph embeddings. The same structures of word encoder and word-level
attentionwere applied to paragraph embeddings to derive the final embedding
dv . Softmax function was used to output the predicted probability.

p = softmax(Wcdv + bc)

The loss function L is defined below:

L = −
∑
d

log pd

Step B : Entity Network

IPR proceedings could be viewed as a social network with nodes represent-
ing participants (judges, patent owners, and petitioners), IPRs themselves, and
important terms extracted from Step A (Figure 3A). Four types of edge were
included in this network: (1) IPR - patent owner; (2) IPR - petitioner; (3) IPR

14Hochreiter & Schmidhuber, supra note 11.
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- judge; (4) IPR - selected terms from the petition (Figure 3A). The network
was constructed by using Node2Vec.15 Each node was assigned an identifica-
tion number (ID) for Node2Vec to generate an “edge list” (Figure 3B). A vec-
tor of numbers was assigned to each node for the calculation of inter-nodal
distances. The edge list recorded the edges and user-adjustable edge weights.
The Node2Vecmodel was trained on real IPR data to update the vectors so that
the distances between connected nodes could be minimized. The vectors thus
obtained could be used to identify hidden connections between nodes. The pa-
rameters of Node2Vec (K, R, L, P, Q) were empirically determined (Figure 3C
and Table 1). The outputs of Node2Vec for each combination were input into
SVM for evaluation of prediction accuracy. The combination with the highest
accuracy was selected. The parameters of Node2Vec used in this study were
empirically determined to be q = 1, p = 4, walk number = 10, walk length =
70, dimension = 64 and the edge weight of node “judges” = 2. The value of
p was larger than Max(q,1), and this result indicated that the model tended
to avoid 2-hop redundancy and preferred neighbors with homophily to those
with similar structural roles. The edge weight of node judges was larger than
unity because judges had major influences on DI.

15Yang, Yang, Dyer, He, Smola & Hovy, supra note 13.
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Figure 3: Overview of the entity network model.
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Symbol Parameter Definition
K Number of

dimensions of each
node

This is the dimension of each node’s vector
representation.

L Length of walk per
source node

We can see this parameter as the window
size in NLP. In graph, it means how many
neighbors you want to find. If the value is
too large, we might get some nodes that have
less relation with the source. However, if this
value is too low, we may miss some good
sample nodes.

R Number of walks
per source

This parameter can be seen as the number of
total sentences in NLP. The larger of this
value, the more sample paths we can update
our model. Yet, getting too many sample
paths would probably contain more noise or
too overfitting on some nodes, this can cause
the model worse.

P Return
hyperparameter

This parameter controls the likelihood of
returning a node in the walk right away. If
this value is high, it will encourage moderate
exploration and prevent the walk from 2-hop
redundancy.

Q In/out
hyperparameter

This parameter allows the search to
differentiate between “inward” and
“outward” nodes. If q>1, the value of 1/q
will get smaller which leads to walk near the
starting node. This setting is more like a BFS
behavior which find the neighborhood that
have similar structural roles. By contrast, if
q<1, the walk has more chance to visit nodes
which are further away. This can be assumed
as DFS-like exploration.

Table 1: Parameter settings of Node2Vec

Step C: Domain Knowledge

Domain knowledge can be transformed to sparse feature vectors for machine
learning. Two classes of domain knowledge were used in this study: patent-
related features16 and IPR-related features. Each feature was normalized to the
range [0, 1] to avoid unevenweighting between features. Each feature was then
subject to logistic regression against the institution/denial decision.

16Allison, Lemley, Moore & Trunkey, supra note 8.
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Patent-related Features

Theoretically, high-value patents arewell constructed, and the petitions against
these patents are less likely to be instituted. The XML files of US patents and
Patent Application Information Retrieval (PAIR) documents were downloaded
from the USPTO and parsed using in-house scripts. The following patent fea-
tures were extracted for this analysis:

1. Number of citations received;

2. Number of US patent references;

3. Number of foreign patent references;

4. Number of non-patent references

5. Number of independent claims;

6. Number of dependent claims;

7. Number of total US applications;

8. Grant lag (in years).

IPR-related Features

The following features were extracted from petitions and DI documents:

1. Average institution rate of the panel judges;

2. Institution rate of the judge who delivered the opinion;

3. Number of words in the petition.

Construction of SVM Models

LIBSVM17 models were trained separately on feature sets A, B, and C to yield
three different SVM models (Figure 1). Each model output binomial predic-
tions of “instituted” or “denied” for each IPR. The voting result of these three
predictions (the Ensemble model) yielded the final prediction result (Figure 1).

Results

The original IPR dataset was imbalanced because the background institution
rate was approximately 67% (Materials and Methods). To evaluate our model
on balanced data, we down-sampled the original dataset to generate a 50/50
(instituted/denied) dataset. Figure 4 demonstrates that our Ensemble model
yielded an accuracy of 79.13% and an AUC value of 0.85 for imbalanced data.

17Chih-Chung Chang & Chih-Jen Lin, LIBSVM: A Library for Support Vector Machines, 2 ACM Transactions on
Intelligent Systems and Technology, Article No. 27 (2011).
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The corresponding figures for balanced data were 74.81% and 0.83, respec-
tively. The Ensemble model performed well for both datasets. The three com-
ponent models, however, differed slightly from each other in prediction accu-
racy.

Model Based on Feature Set A : Text-based approach

This model yielded the best prediction results among the three SVM models
(Figure 4). We extracted high-DG words from petition documents (Materials
and Methods), and used two different weighting schemes - DG and TF-IDF
(term frequency–inverse document frequency)18 - for SVM model training.

Figure 4: The ROC curve of the ensemble model (upper panel) and the ac-
curacies of individual SVM models and the ensemble model (lower panel) in
imbalanced and balanced data.

18Gerard Salton & Michael J. McGill, Introduction to modern information retrieval (McGraw-Hill 1983).
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Figure 5: The ROC curve and accuracies of models based on Feature Set A in
imbalanced data .

Coverage Number of terms Statistical Inference Accuracy
1 3787 76.0
2 3920 77.91
3 4388 78.4
5 5284 78.15

Table 2: Accuracy of different coverage rates.

We also tried a deep-learning approach - HAN - to predict DI outcomes.
Figure 5 showed that the DG-based SVMmodel performed better (AUC = 0.81)
than the HAN model (AUC = 0.76).

Of note, a petition must contain at least one feature term for SVM model
training. Therefore, we defined the “coverage” parameter, which was the
smallest number of feature terms that one petition document must contain.
Feature terms from high- to low-DG value were then searched in petition doc-
uments until the coverage requirement was satisfied. The coverage parameter
had only minor influences on the accuracy of the SVM model. The prediction
accuracies fluctuated slightly (76.0-78.4%) while the number of selected terms
differed by as many as ~1,500. The highest accuracy occurred when coverage
equaled three (Table 2).
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Pseudo Count Accuracy
1 77.18
3 78.4
5 76.7
7 77.67
10 77.18

Table 3: Performance of different pseudo count.

We also examined the influences of pseudo count in the DG equation. A
pseudo count too small might result in failure of DG to distinguish between
highly and lowly discriminative terms, whereas one that was too large might
blur the contrast of term frequencies between instituted and denied petitions.
Our experiments showed that the optimal pseudo count was three (Table 3).

The top 100 high-DG terms are listed in Table 4. These are mostly nouns,
such as authors of scientific articles, technical terms in specific fields, compa-
nies, and lawyers. This result has several implications. First, the scientific au-
thors could have developed key technologies in the relevant fields. This sug-
gests that a petitioner may gain edges at least in the pre-trial phase by identi-
fying a seminal article (or an article authored by a leading scientist) as a prior
art against the challenged patent. On the opposite side, a patent owner may
wish to conduct thorough analyses about the leading authors in the field, and
to avoid claiming inventions that could possibly overlap with what have been
disclosed (or to be disclosed) by such authors. Second, the list included lawyers
and law offices. This implies discriminatively high (or low) institution rates of
specific lawyers. In other words, selection of legal counsel may strongly af-
fect the outcome of an IPR. Third, the list included numerous technical terms.
This suggests that for certain technology subfields, an IPR was more (or less)
likely to be instituted. Importantly, this could not be discovered by using, for
example, the coarse-grained number of technology center at USPTO (data not
shown). Fourth, company names also appeared in Table 2. For instance, “Zond
(Inc.)” was a Massachusetts-based company that possessed a patent portfolio
of high-density plasma science. The Zond patents were IPR-challenged multi-
ple times. In almost all of the cases, the IPR was instituted. This observation
suggests that patent owner-specific factors could also be determinative in an
IPR proceeding.

Model Based on Feature Set B : Entity Network

The entity network model yielded an accuracy of 77.18% for imbalanced data,
and 71.90% for balanced data (Figure 4). Figure 6 shows that thismodel yielded
an AUC value of 0.82. Social network approaches have an advantage of han-
dling hard-to-computerize features. In the seminal article “Valuable Patents”,
the authors identified tens of features that were critical to the value of a patent.
However, these features (such as industry and patent category) are not eas-
ily amenable to for model construction. In the social network constructed by
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magnetron Renesas ionize phys Steptoe
Mozgrin Bader haynesboone weakly Iwamura
Franconia reignite overvoltages NMG steadily
Rauschen-
bach

Hynix Kouznetsov Ah Mccombs

oscillogram WGY Chistyakov disassociate Fujitsu
Kudryavt-
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DPW Ohring argon conjunctivi-
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global-
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Kortshagen Larissa Moscow system preionized
CVC Zond duanemorris rckim raizer
ionisation Lantsman sensors kW desorb
ionise Quasi Innopharma Cavanaugh ignite
stepwise iridium Franzinger torr direct
designing Manos suddenly Hitachi deflector
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therearound periodical drift

Skerbov Koki DJC glycerine regime
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graphic
Haynes
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Note: blue – company name; pink – technical term; brown – lawyer or law firm;
purple – author of scientific article; green – others (patent owner, petitioner,
article title, or email address).

Table 4: Top 100 high-DG terms.
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Figure 6: The ROC curve and AUC of the entity network model.

Node2Vec, however, such features can be identified and connected to other fea-
tures for interpretation.

With node embeddings, we could identify network neighbors using k-
nearest neighbors. Our results indicated that first, judges and companies in
the same industries were grouped together. Second, entities of the same fea-
ture type were grouped together. For instance, an IPRs was placed next to an-
other IPR. Third, this method could identify indirectly related entities. For ex-
ample, Samsung was grouped with Core Wireless Licensing S.a.r.l, a telecom
company that had no patent disputes with Samsung. Interestingly, Core Wire-
less Licensing S.a.r.l was involved in litigations with Apple (the long-term rival
of Samsung) and LG (the kin Korean company of Samsung). This informa-
tion can help lawyers identify potential evidence or relevant IPRs to formulate
strategies.

Model Based on Feature Set C: Domain Knowledge

Patent-related features have been shown to reflect patent value. Theoretically,
an IPR challenging a high-value patent is unlikely to be instituted. To this end,
we extracted some of the features listed in reference fromU.S. patents and PAIR
documents for model construction. We also added three IPR-related features
to the model (Methodology). We first conducted logistic regression for each
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Features Coefficient P value Odds Ratio
CitationsReceived1 0.348 0.701 1.006
NumUSPatentReference2 -0.238 0.761 1.003
NumForeignPatentRefence3 -0.366 0.753 1.011
NumNonPatentReferencence4 0.969 0.233 1.002
NumIndependent_Claims5 0.474 0.775 1.109
NumDependent_Claims6 -0.155 0.924 1.015
NumTotalUSApps7 -0.502 0.743 1.070
YrsPTO8 -0.264 0.756 1.212
RateOf PanelJudge9 6.720 0.004** 3.647
RateOf AuthorJudge10 4.214 0.093 3.630
NumWordsPetition11 2.195 0.644 1.000
Note: 1: number of citation received; 2: number of references that are US
patents; 3: number of references that are patents issued by non-US countries; 4:
number of non-patent references; 5: number of independent claims; 6: number
of dependent claims; 7: number of total US applications; 8: grant lag (years at
USPTO); 9: average institution rate of panel judges; 10: institution rate of the
author judge; 11: number of words in a petition.

Table 5: The correlations between patent- and IPR-related features and the de-
cision on institution.

of the features against the institution/denial DI outcome. Unexpectedly, only
one of the examined features, namely the average institution rate of the panel
judges, was significantly relatedwithDI outcome (Table 5). Note that this result
could not be directly comparedwith that described in “Valuable Patents”. This
is because the two studies used different datasets in different legal contexts.
Given the lack of correlations in Table 5, it was not surprising that the domain
knowledge-basedmodel yielded the lowest accuracies among the threemodels
(70.87% for imbalanced data and 63.14% for balanced data; Figure 4).

Temporal Analysis

To examine whether our approach is applicable to real-world predictions, we
used earlier IPR cases for model training and latter cases for validation. Three
different schemes were tested. In each scheme, IPRs filed in the last three
months of a given period was used as the validation dataset, and all of the
previously filed IPRs as the training dataset. Figure 7 indicated that the pre-
diction accuracies and the AUC values increased with the size of the training
dataset. Of note, the AUC value increased from 0.67 to 0.81 when the training
dataset grew from 3,366 to 3,637 cases. The addition of 8.1% (271/3366) of IPR
cases to the training dataset increased theAUCvalue by 20.9% (0.14/0.67). This
observation suggested that the size of training dataset was not linearly corre-
lated with the performance of our model. It is likely that specific types of IPR
cases were filed during July-December of 2016. Therefore, inclusion of July-
September 2016 cases enhanced model performance for October-December
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2016 cases. Whether the upward trend of AUC value will sustain remains to be
validated.

Figure 7: Three test schemes in the temporal analysis (upper panel) and the
corresponding prediction accuracies and AUC values (lower panel).

Case Study

To demonstrate how to interpret the connections between a DI and the rele-
vant features, we conducted a retrospective analysis of an exemplar IPR case.
In case number “IPR2014-00917”, the patent owner and the petitioner were,
respectively, Zond, LLC and Taiwan Semiconductor Manufacturing Company
Ltd (TSMC). For Set A features, eight of the top ten terms that favored institu-
tion occurred in this petition. For Set B features, the social network captured the
industry related to this IPR (electronics) and neighborswith similar nature. For
example, Energetiq Technology, Inc. was one of the neighbors to TSMC. Similar
to TSMC, Energetiq is a leading developer andmanufacturer of semiconductor.
The institute rates of IPRs in the “Electrical/Computer” (71.2%) and “Mechan-
ical/Business Methods” (72.0%) categories are close to the average (70.4%),
but higher than that of the Biotech/Pharma category (62.9%) according to the
USPTO statistics (9). The top ten nearest neighbors of IPR2014-00917 included
eight IPR cases, among which six (75%) were instituted. For Set C features, the
average institution rate of judges in this IPR was 0.85, which was higher than
the background rate of 0.69. In addition, the grant lag of the challenged patent
was only about one-third of the average (one year vs. three years). These values
(high judge institution rate and short grant lag) favored institution of the IPR.
Accordingly, our model correctly predicted that the IPR would be instituted.
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Implications and Future Work

In this study, we constructed three SVM models to predict DI outcomes. The
prediction model based on Set A features outperformed the other two mod-
els. This is reasonable because judges decide whether to institute an IPR on the
merits of the petition and the patent owner’s preliminary response. While a
petition is required in every IPR, patent owner’s preliminary response is not.19
In the absence of the patent owner’s response, the petition would be the only
base for the judges to render a DI. Our bag-of-words model could successfully
identify terms important toDIs, such as leading authors in the field, law offices,
technical terms, and judges. These terms can be good references for both peti-
tioners and patent owners to prepare for IPR proceedings. However, this bag-
of-words approach is limited in that it cannot yield semantically meaningful
sentences for legal interpretations. Set B features included latent vectors called
“embeddings”, which represented the relationships between the participants
in IPRs as inferred by theNode2Vec algorithm. These vectors can implicitly nu-
mericalize the features of patent owners, petitioners and the IPRs themselves.
Unlike the other two feature sets, Set B features were mutually dependent on
each other. A DI is the integrative outcome of interactions among petitioner,
patent owner, lawyers, judges, and the characteristics of the IPR. One difficulty
in applying this approach was the large number of possible combinations of
Node2Vec parameters (Table 1). It was time-consuming to identify the “opti-
mal” combination. Set C features were extracted from IPRs and the challenged
patents. These features were specific to the analyzed IPRs and could be easily
numericalized. One advantage of this approach was that the connections be-
tween features and DIs were more intuitive than in the other two models, thus
allowing easier interpretations. We demonstrated that many of the widely rec-
ognized patent features revealed in the seminal study “Valuable Patents”20 did
not correlate significantlywithDIs (Table 5). This observation could result from
the fundamental differences between “Valuable Patents” and our study. First,
in “Valuable Patents”, the authors assumed that litigated patents were valu-
able. By contrast, here we aim to predict whether an IPR would be instituted
or not. IPR per se can be viewed as a type of “litigation”.

Therefore, according to the assumption of “Valuable Patents”, all of the IPR-
challenged patents are valuable. As a result, features that affect the value of a
patent may have limited power in distinguishing between instituted and de-
nied IPRs. Second, an IPR petition attacks “claims” of the challenged patent.
One patent can be challenged bymultiple IPRs targeting different claims. Mul-
tiple IPRs challenging the same patent may end upwith different DI outcomes.
The features of a “patent” as a whole may not reflect the strengths of individ-
ual “claims”. Third, even for the same claims of the same patent, petitioners in
different IPRs could raise distinct reasons or prior arts to support their invalid-
ity arguments. Therefore, the contents of petitions, which are absent from the
challenged patent or the PAIR documents, may significantly influence DI out-

1937 C.F.R. § 42.107(a).
20Allison, Lemley, Moore & Trunkey, supra note 8.
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comes. Fourth, the examined datasets are different between “Valuable Patents”
and this study. “Valuable Patents” encompassed patents granted between 1960
and 2000. However, the IPR system began in 2012. Many of the challenged
patents were granted after 2000. Furthermore, the patent and technology land-
scapes of many industries changed dramatically between 2000 and 2012. These
differencesmay partly account for the lack of correlation between patent value-
related features and DI outcomes.

Neural network (NN) is a powerful tool for prediction tasks. Recent de-
velopments in deep learning and novel NN models have led to computational
solutions of previously insoluble problems.21 Despite the rapid advances in
NN, document-level classification remains a standing issue. State-of-the-art
NN models can handle an average of 14 sentences in document-level classifi-
cation tasks. Nevertheless, the average sentence number in a petition is ~400.
This length is perhaps beyond what NN models could optimally handle. This
is one possible reason why HAN performed less well than the other models
(Figure 2). An alternative explanation is that petitions are filled with legal and
IPR-related technical jargons. NNmodels might need to be modified to extract
the semantics in such documents. The third reason for the underperformance
of HAN is that the training dataset was too small for successful learning. It will
be interesting to test NN models again when more data become available.

We have examined cases for which our models yielded incorrect predic-
tions. We identified two possible reasons for the mispredictions. First, the pe-
titions of the mispredicted cases included only low-DG terms. In other words,
the information in these petitions was not sufficiently discriminative for Set A-
based model to make correct predictions. For example, the DG values of the
top three terms in “IPR2015-00480” were 4.79, 4.66 and 4.38. These terms were
ranked 610th , 671th and 888th, respectively, in our model. Although these
three terms occurred mostly in instituted petitions, IPR2015-00480 was in fact
denied of institution. Second, an IPRmight contain highly ranked but wrongly
labelled terms. For instance, the petition of IPR2014-00980 included the term
“DJC”, which was ranked 56th and occurred mostly in instituted IPRs. Unex-
pectedly, however, IPR2014-00980 was denied of institution by the PTAB.

Conclusions

In this work, we propose an integrative model to predict DI outcomes of IPRs.
Institution is the first checkpoint in an IPR proceeding. Once an IPR petition
is instituted, the challenged patent will likely have one or more of its claims
invalidated. A reliable assessment of whether a petition will be instituted is

21Kalchbrenner, Grefenstette, & Blunsom, supra note 12; Rie Johnson & Tong Zhang, Effective Use of Word Order
for Text Categorization with Convolutional Neural Networks, In Proceedings of the 2015 Conference of the North
American Chapter of the Association for Computational Linguistics: Human Language Technologies 103–112
(2015); Siwei Lai, Linheng Xu, Kang Liu & Jun Zhao, Recurrent Convolutional Neural Networks for Text Classification,
In Proceedings of the Twenty-Ninth AAAI Conference on Artificial Intelligence 2267–2273 (2015); Rui Lin,
Shujie Liu, Muyun Yang, Mu Li, Ming Zhou & Sheng Li, Hierarchical Recurrent Neural Network for Document Mod-
eling, In Proceedings of the 2015 Conference on Empirical Methods in Natural Language Processing 899–907
(2015).
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thus critical for both of the petitioner and the patent owner to formulate IPR
strategies.

Our ensemble model can reach nearly 80% prediction accuracy and ~0.85
AUC. Separately, the three models bring insights from different perspectives –
keywords, relationships between IPR entities, and patent-related features. Our
model thus provides not only WHETHER but also WHY an IPR is instituted.
This information is important for IPR participants and IPR policy reviews.
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JPTOS Editor-in-Chief Personal Notes:
Two-Prongs within Step 2A

Alexander Sofocleous∗

P
ondering subject matter eligibility, while browsing the aisles of my
favorite hardware store, the following fleeting thought entertained
my wandering mind:

Anticipation and obviousness rejections involve the difference between a
claim and prior art. Does subject matter eligibility involve a difference between
the claim and a claimed judicial exception? Should it be more challenging to
differentiate a claim (as awhole) fromelements in the claim than to differentiate
the same claim from applied prior art?

While studying USPTO’s notice of examination guidance and request for
comments, 2019 Revised Patent Subject Matter Eligibility Guidance, 84 Fed. Reg.
50 (Jan. 7, 2019), I found it helpful to diagram Step 2A side-by-side the former
flow-chart, from 2014 Interim Guidance on Patent Subject Matter Eligibility, 79 Fed.
Reg. 74618, 74621 (Dec. 16, 2014).

I drew my flow-chart showing how the new guidance divides Step 2A into
two prongs and addedmy notes. The first prong narrows to three specific types
of abstract ideas:1 (a) mathematical concepts; (b) certainmethods of organizing
human activity; and (c) mental processes. It reminds me of an excellent article
authored by the honorable Administrative Patent Judge Hung H. Bui, A Com-
mon Sense Approach to Implement the Supreme Court’sAlice Two-Step Framework to
Provide “Certainty” and “Predictability,” 100 J. Pat. & Trademark Off. Soc’y 165,
244–250 (2018).2 The new guidance acknowledges rare circumstances where a
claim recites, not one of the three types, but a “tentative abstract idea”;3 how-
ever, such rejections from the examining Corps require Technology Center Di-
rector approval,4 and those from the Patent Trial and Appeal Board “should be
brought to the attention of the PTAB leadership by written request for clear-
ance.”5

Step 2A’s second prong has two sub-steps: (a) identify any additional ele-
ments beyond the judicial exception,6 and (b) “evaluat[e] those additional el-
ements individually and in combination to determine whether they integrate

∗Editor-in-Chief, JPTOS. Special thanks to Julio Maldonado, Supervisory Patent Examiner of Art Unit 2898,
and Roland Casillas, JPTOS Blog Editor, for the design assistance that improved my visual aids.

The views and comments expressed herein are solely the opinion of the author, do not reflect the perfor-
mance of duties in the author’s official capacity, and are not endorsed by, nor should be construed as, any view-
point official or unofficial of the United States Patent and Trademark Office. The author confirms to the best of
his or her knowledge that no information contained herein is privileged, confidential or classified.

184 Fed. Reg. at 52.
2See esp. page 249 for the flow-chart narrowly categorizing abstract ideas as: (i) algorithms; (ii) mental steps;

and (iii) fundamental business practices; see pages 247–250 for the overview, pages 250–252 for summary of algo-
rithms, pages 252–256 summarizing metal steps, pages 256–258 summarizing fundamental economic practices,
and pages 258–260 proposing what to do with rare patent claims that do not fall within the three categories and
explaining the benefits of a narrow construction of what constitutes an “abstract idea.”

384 Fed. Reg. at 53, 57.
484 Fed. Reg. at 57.
5Id. n.42.
684 Fed. Reg. at 54–55.
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the exception into a practical application.”7 I once thought “practical applica-
tion,” “inventive application,”8 and “significantly more” were Step 2B; but it’s
different.9 Five non-exclusive examples indicate an additional element may
have integrated the exception into a practical application:10

1. “[a]n additional element reflects an improvement in the functioning of a
computer, or an improvement to other technology or technical field” (Cf.
MPEP § 2106.05(a));

2. “an additional element that applies or uses a judicial exception to effect a
particular treatment or prophylaxis for a disease or medical condition”;

3. “an additional element implements a judicial exception with, or uses a
judicial exception in conjunctionwith, a particular machine ormanufacture
that is integral to the claim” (Cf. MPEP § 2106.05(b));

4. “an additional element effects a transformation or reduction of a particular
article to a different state or thing” (Cf. MPEP § 2106.05(c));

5. “an additional element applies or uses the judicial exception in some
other meaningful way beyond generally linking the use of the judicial
exception to a particular technological environment, such that the claim
as a whole is more than a drafting effort designed to monopolize the ex-
ception” (Cf. MPEP § 2106.05(e)).

Three examples indicate the judicial exception has not been integrated into a
practical application:11

1. “[a]n additional element merely recites the words ’apply it’ (or an equiv-
alent) with the judicial exception, or merely includes instructions to im-
plement an abstract idea on a computer, or merely uses a computer as a
tool to perform an abstract idea” (Cf. MPEP § 2106.05(f));

2. “an additional element adds insignificant extra-solution activity to the
judicial exception” (Cf. MPEP § 2106.05(g));

3. “an additional element does not more than generally link the use of a
judicial exception to a particular technological environment or field or
use” (Cf. MPEP § 2106.05(h));

I wonder if the analysis simplifies to whether the claim as a whole utilizes the
judicial exception ormerely performs the judicial exception. Thus, my flow-chart
has these first-blush categorical headings for the two sets of examples. At this
time, the notice is pending public comments; the more time that passes from
the new guidance, the more we will understand.12

784 Fed. Reg. at 55.
8Parker v. Flook, 437 U.S. 584, 594 (1978).
984 Fed. Reg. at 55.
10Id.
1184 Fed. Reg. at 55.
12Hung H. Bui, A Common Sense Approach to Implement the Supreme Court’s Alice Two-Step Framework to Provide

“Certainty” and “Predictability,” 100 J. Pat. & Trademark Off. Soc’y 165, 270 (2018) (quoting Soren Kierkegaard,
“Life can only be understood backwards; but it must be lived forwards.”).
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