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Intellectual Property Outlook for 2009: Cases 
and Trends to Follow 
BY ROBERT M. MASTERS AND BROCK S. WEBER 

I. Introduction 

Over the past several years, there have been a 
number of key cases decided by the courts that 
have greatly reshaped the landscape in 
intellectual property law. For example, in June 
2008 the Supreme Court handed down its 
decision in Quanta Computer Inc. v. LG 
Electronics, Inc. on the issue of patent 
exhaustion, and then in October 2008 the 
Federal Circuit issued the In re Bilski decision on 
what constitutes patentable subject matter. This 
coming year we anticipate yet another series of 
decisions that have the potential to impact 
intellectual property law. This Client Alert 
highlights some of the pending cases that we are 
watching, as each presents an important 
intellectual property issue for decision. In 
addition, we take a look at some of the 
developing trends in intellectual property law 
and some key legislation. 

II. Cases to Watch in 2009 

The cases highlighted below present issues for 
decision that can have a significant impact on 
intellectual property law. Most of the cases below 
are pending appeal at some level and should be 
monitored, as their outcome will likely have 
great impact. We also discuss a few cases that 
were recently decided because it remains to be 
seen exactly how those cases will play out in 
practice. 

Standards for Proving Inequitable Conduct 

Defendants in patent infringement cases take 
heed – it may be harder to show that a patent 
is unenforceable due to the patentee’s 
inequitable conduct before the PTO. The 
Supreme Court has the opportunity to take up 
this issue, and, based on recent history, the 
Supreme Court has not been shy of overturning 
the Federal Circuit. In Aventis Pharma. v. 
Amphastar Pharm., Inc., the Federal Circuit, in 
a 2-1 decision, affirmed a finding of inequitable 
conduct because the patentee failed to disclose 
a certain dosage of its compound that was 
relevant to an anticipation rejection by the PTO. 
525 F.3d 1134 (Fed. Cir. 2008). The court 
upheld the district court’s ruling that this 
omission was sufficient circumstantial evidence 
of intent to deceive. Critical to the court’s 
decision was its application of “the sliding-scale 
standard” for proving intent where less intent 
needs to be shown as the materiality of the 
omission or misrepresentation increases. 

The petition for a writ of certiorari argues that 
the Federal Circuit’s occasional use of this sliding 
scale is impermissible under Supreme Court 
precedent. Aventis Pharma v. Amphastar 
Pharm., Inc., No. 08-937. The petition seeks 
clarification that a showing of gross negligence, 
as found below in Aventis, is insufficient to prove 
intent to deceive. Judge Rader, in his dissent in 
Aventis, similarly argues that intent should be 
analyzed separately from materiality and that 
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“case law restricts a finding of inequitable 
conduct to only the most extreme cases of fraud 
and deception.” 

The Supreme Court has shown an interest in 
patent cases over the past few years and has 
been critical at times of the case law developed 
by the Federal Circuit. The Supreme Court has 
not addressed the issue of inequitable conduct in 
recent times, so this is one case to keep a 
careful eye on. Aventis gives the Supreme Court 
the opportunity to provide some much-needed 
guidance on what constitutes inequitable 
conduct. 

Patent Eligible Subject Matter 

In 2008, the Federal Circuit’s decision in In re 
Bilski on the issue of what constitutes patentable 
subject matter was highly anticipated. In 
October 2008, the Federal Circuit handed down 
its decision. In re Bilski, 545 F.3d 943 (Fed. Cir. 
2008). The opinion adopted the “machine-or-
transformation” test for determining the 
patentability of processes, but left far too many 
questions. Under the Bilski test, a process must 
be tied to a machine or must transform an article 
into a different state or thing to constitute 
patentable subject matter. The Bilski decision 
may cast doubt on the validity of business 
method patents and could even have an impact 
on viable patent protection for the financial 
services, computer technology and biotechnology 
industries. The following two pending cases may 
shed light on how the Bilski decision will be 
applied and play out in practice. 

On February 6, 2009, the Federal Circuit heard 
arguments regarding the patentability of 
methods for treating disease by regulating 
natural cell-signaling activity. Ariad Pharm. Inc. 
v. Eli Lilly & Co., No. 2008-1248. The methods 
purport to treat certain diseases by reducing 
protein activities in human cells. In 2007, a jury 
in the District of Massachusetts found that Eli 
Lilly infringed Ariad’s patent. No. 1:02-11280 (D. 
Ma. Sept. 10, 2007). Eli Lilly moved for 
judgment as a matter of law, arguing that the 
method covered “natural processes,” which are 

not patent eligible. In a pre-Bilski ruling, the 
district court denied Eli Lilly’s motion. 
Accordingly, the Federal Circuit will have an 
opportunity to clarify the patentability of medical 
diagnostic methods and other life science 
technologies. 

In another case, the Federal Circuit denied a 
request for rehearing en banc concerning the 
patentability of methods and systems for 
conducting mandatory arbitration. In re 
Comiskey, No. 06-1286, 2009 WL 68845 (Fed. 
Cir. Jan. 13, 2009). However, the original decision 
was allowed to be revised. The revised opinion 
found “the application of human intelligence to 
the solution of practical problems is not in and of 
itself patentable.” The court held, therefore, that 
the business method claims at issue were not 
patentable because they depend entirely on the 
use of mental processes. The court based this 
decision on the fact that Comiskey’s methods do 
not require the use of a machine or alter a 
composition of matter. Thus, even though the 
revised opinion did not reference the Bilski 
decision, the Federal Circuit has further signaled 
the likely end of business method patents. 

The Federal Circuit’s Bilski decision may have a 
short shelf life, however. On January 28, 2009, 
Bilksi petitioned the Supreme Court for a writ of 
certiorari. Bilski v. Doll, No. 08-964. The petition 
argues that the Federal Circuit’s decision is 
inconsistent with the patent statute, which states 
that “any new and useful process” is eligible for 
patenting. Bilski contends that the machine-or-
transformation destroys the patent statutes’ 
flexibility and will stifle innovation. Further, the 
petition argues that the Federal Circuit’s ruling 
runs counter to previous Supreme Court cases 
that declined to adopt the “machine-or-
transformation” test. The Supreme Court has an 
incentive to accept the case because it has not 
addressed patentable subject matter since 1981, 
well before the current information age took 
shape. Also, the issue was squarely addressed 
below at the Federal Circuit by the majority, 
concurring and dissenting opinions. 
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Possible Antitrust Liability for Not 
Disclosing Patents to a Standard-Setting 
Organization 

In 2009, the Supreme Court may address the 
disclosure obligations of companies that 
participate in standard-setting organizations. The 
failure of a company to disclose its patents may 
violate the policies of certain standard-setting 
organizations and may even lead to antitrust 
violations or a finding of patent unenforceability. 
As such, a possible Supreme Court decision in 
FTC v. Rambus, Inc., No. 08-694, will have an 
impact on the ability of a defendant to assert 
antitrust counterclaims when sued for 
infringement. 

In its petition, the FTC seeks Supreme Court 
review of the District of Columbia Circuit’s 
decision to overturn an FTC ruling that Rambus 
had violated Section 5 of the FTC Act. Rambus 
Inc. v. FTC, No. 07-1086 (D.C. Cir. April 22, 
2008). The FTC ruled that Rambus had engaged 
in exclusionary conduct and had acquired 
monopoly power in the computer memory 
market because of its conduct during a standard-
setting process. Specifically, the FTC found that 
Rambus failed to disclose certain patent interests 
to JEDEC, the organization that sets standards 
for the computer memory industry. The patents 
were relevant to the memory standards then 
under consideration and the members had an 
expectation that such interests would be 
disclosed based on JEDEC policies. Additionally, 
the FTC found that Rambus purposefully misled 
members of JEDEC, causing them to believe that 
Rambus was not seeking patents that would 
cover the standards under consideration. 

In overturning the FTC’s order, the D.C. Circuit 
found that the FTC did not show that JEDEC 
proceedings would have been different if Rambus 
had disclosed its patent interests. In other 
words, JEDEC still would have adopted a 
memory standard based on Rambus’ 
technologies and would not have extracted a 
commitment from Rambus to license its 
technology on reasonable and nondiscriminatory 
terms. Either way, the court held Rambus did 

not violate the antitrust laws by preventing 
JEDEC from obtaining a license because Rambus 
had obtained its monopoly position lawfully (i.e., 
by owning patents on essential memory 
technology). The court reasoned that Rambus’ 
alleged deception may have raised prices, but it 
had “no particular tendency to exclude rivals and 
thus to diminish competition.” The antitrust laws 
protect competition, the court concluded, so 
Rambus’ conduct cannot form the basis of an 
antitrust violation. 

Joint-Infringer Liability 

Direct patent infringement generally requires 
that a single entity practice every element of a 
patent claim. Indirect infringement, such as 
contributory infringement and inducement, also 
requires a showing of underlying direct 
infringement. The “single actor requirement” is 
commonly expanded under a loose agency 
concept, such that one cannot avoid liability 
simply by having someone else perform one or 
more steps of a patented method. The Federal 
Circuit clarified this doctrine of joint-infringer 
liability in BMC Resources, Inc. v. Paymentech, 
LP, 498 F.3d 1373 (Fed. Cir. 2007). In BMC 
Resources, the court held that infringement 
requires “a showing that a defendant has 
practiced each and every element of the claimed 
invention.” The court held further that a 
defendant can only be jointly liable for another’s 
infringement if the defendant “directed or 
controlled” the third party. 

The Federal Circuit will have the opportunity to 
expand on what it means to “direct or control” a 
third party’s infringement in Global Patent 
Holdings LLC v. Panthers BRHC LLC, No. 2008-
1588. In this case, Global Patent appeals the 
district court’s grant of a motion to dismiss 
because Global Patent did not sufficiently allege 
that Panthers was a joint infringer or that 
Panthers itself carried out all the steps of the 
patented method. Global Patent Holdings LLC v. 
Panthers BRHC LLC, 2008 U.S. Dist. LEXIS 
61697 (S.D. Fla. August 13, 2008). The district 
court concluded from the BMC Resources 
decision that “direction or control” means that a 
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“third party must perform the steps of the 
patented process by virtue of a contractual 
obligation or other relationship that gives rise to 
vicarious liability.” The patented method in suit 
required the first step to be performed by a 
remote computer user who visits Panthers’ 
website. Global Patent argued that Panthers 
controlled visitors to its website by placing 
programs on their computers to allow the 
patented process to begin. However, the court 
granted Panthers’ motion to dismiss because 
“[Global Patent] has not alleged that remote 
users are contractually bound to visit the 
website, it has not alleged that the remote users 
are [Panthers’] agents who visit the website 
within the scope of their agency relationship nor 
has it alleged any facts which would render 
Panthers otherwise vicariously liable for the acts 
of the remote user.” 

Thus, the Federal Circuit will need to decide 
whether the Southern District of Florida read its 
“direction or control” rule too narrowly. Such a 
narrow reading will make it easier for two 
entities to have a tacit understanding that they 
will each practice only a portion of a patented 
method. In other words, it is often difficult to 
prove that two parties are practicing an 
invention according to a contract or under 
ordinary principles of agency. 

Regardless of the decision reached by the 
Federal Circuit, there is a direct lesson learned 
for drafting claims. Method claims should not be 
crafted to require two positive steps by different 
entities like a web host and customer. For 
example, rather than reciting a method step 
where a third-party customer or user inputs 
data, it is recommended to recite the step of 
receiving data and not claim that the third party 
must input the data. 

Court-Appointed Experts for Infringement 
and Validity Testimony 

The Federal Circuit will address the ability of 
district courts to appoint independent experts to 
testify on issues such as patent validity and 
infringement. In Monolithic Power Systems, Inc. 

v. O2 Micro Int’l Ltd., O2 Micro appeals a jury 
finding that its patent was invalid and not 
infringed. No. 2008-1128. The jury in the 
Northern District of California was allowed to 
hear testimony by an independent, court-
appointed expert that the patent-in-suit was 
invalid and not infringed by Monolithic Power 
Systems. Monolithic Power Systems, Inc. v. O2 
Micro Int’l, No. 04-2000 (N.D. Cal. Oct. 30, 
2007) (order denying O2 Micro’s renewed JMOL 
and motion for a new trial). In its order denying 
a new trial, the court relied on Rule 706 of the 
Federal Rules of Evidence that permits a court to 
appoint an expert and allow him to testify to the 
jury on contested issues. The court noted that it 
would not be appropriate to appoint an expert in 
every case, but the court found the technology 
at issue to be complex and difficult to 
understand. 

Ultimately, the Federal Court’s decision in 
Monolithic Power Systems will have broad 
implications on the ability of counsel to control 
their cases and how such cases are tried to a 
judge or jury. For example, a weak case is more 
likely to be exposed if the court is allowed to 
appoint an independent expert who has an in-
depth understanding of the technology at issue. 
Also, juries tend to rely heavily on court-
sanctioned testimony. 

Obtaining Injunctions to Enjoin Infringement 

The ability of patentees to obtain permanent 
injunctions to prohibit infringement will continue 
to be a hot topic in 2009. Many have commented 
on Chief Justice Roberts’ statement in his eBay 
concurrence that the history of pro-injunction 
precedents should inform the decision to grant 
an injunction in the patent infringement context. 
A recent Federal Circuit case may indicate that, 
in fact, “a page of history is worth a volume of 
logic.” 

In Acumed LLC v. Stryker Corp., the Federal 
Circuit affirmed the grant of a permanent 
injunction despite the fact that the patentee had 
licensed others to practice the patent-in-suit and 
despite evidence that the infringing product was 
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superior to the patented product. No. 08-1124 
(Fed. Cir. Dec. 30, 2008). The Federal Circuit 
analyzed the issue under the four eBay factors: 
(1) irreparable harm to the patentee; 
(2) adequacy of a remedy at law; (3) the 
balance of hardships; and (4) the public interest. 
Regarding the first two factors, the court held 
that Acumed’s license to others did not preclude 
an injunction because “[a]dding a new 
competitor to the market may create an 
irreparable harm that the prior licenses did not.” 
Regarding the third factor, the court noted that 
the infringing product represented a small 
portion of Stryker’s sales while Acumed’s was 
one of its flagship products. Regarding the 
public’s interest in the case, the court found that 
the public would not be harmed by the injunction 
because the evidence that Stryker’s product was 
medically superior to Acumed’s was inconclusive. 
The court reasoned that the products of 
Acumed’s licensees were adequate alternatives 
for the public. While acknowledging that “this 
was a close case,” the court noted that “the 
essential attribute of a patent grant is that it 
provides a right to exclude competitors from 
infringing the patent.” This decision is important 
because it provides patentees with more 
leverage against a defendant if there is the 
threat of an injunction. 

Transferring Venue 

In recent years, certain U.S. District Courts have 
developed reputations as being favorable venues 
for plaintiffs to bring patent infringement suits. 
The Eastern District of Texas is one such district 
and has been for the past few years because of 
its “rocket docket” speed to a quick trial and its 
favorable jury pools. Some defendants attempt 
to counter this perceived disadvantage by 
seeking transfer to a more defendant-friendly 
forum. Traditionally, it was difficult for a 
defendant to prevail on a motion to transfer. In 
2009, the significant hurdle that these motions 
had to overcome may be lowered and it is 
expected that many more defendants will be 
filing motions to transfer their cases out of Texas 
or other less desirable fora. 

The hurdle was lowered at the end of 2008 when 
the Federal Circuit granted a petition for a writ of 
mandamus to direct the Eastern District of Texas 
to overturn its denial of a motion to transfer 
venue. In re TS Tech USA Corp., No. 08-888, 
2008 WL 5397522 (Fed. Cir. Dec. 29, 2008). In 
this case, TS Tech was sued by Lear Corp. for 
patent infringement in the Eastern District of 
Texas. TS Tech sought to transfer venue from 
the Eastern District of Texas to the Southern 
District of Ohio under 28 U.S.C. § 1404(a) 
because neither party was incorporated in Texas 
or had offices in the Eastern District of Texas 
and because the evidence and witnesses were 
mainly located in Ohio, Michigan and Canada. 
The Federal Circuit held that the Eastern District 
of Texas court should have granted the 
defendants’ motion for a transfer because the 
case had no meaningful ties to the forum. 

This case provides a significant precedent for a 
defendant to rely on in seeking a transfer out of 
venues that have tenuous connections to the 
facts of the case. In general, the decision should 
be a boon to defendants and a check on the 
ability of plaintiffs to forum shop.1 

Proposed PTO Rules That Limit Claims 
and Continuations 

In 2007, the PTO proposed new rules that would 
limit patent applications to 25 claims, where only 
five claims can be independent, unless the 
applicant can show the need for more claims. 
72 Fed. Reg. 46,716-843 (Aug. 21, 2007). Also, 
the new rules would only allow applicants to file 
two continuing applications and one request for 
continued examination, unless there is a 
convincing reason for why the additional 
information was not previously provided and why 
additional time is needed. 

Last year an Eastern District of Virginia court 
struck down the rules, holding that they are 
substantive, such that the PTO is without 
authority to issue them under 35 U.S.C. 
§ 2(b)(2). Tafas v. Dudas, et al., No. 1:07-CV-
846 (E.D. Va. April 1, 2008). The district court 
ruled that the PTO does not have substantive 
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rule-making authority according to Federal 
Circuit precedent. The decision is currently on 
appeal to the Federal Circuit. Tafas et al. v. 
Dudas, et al., No. 08-1352. The PTO makes two 
primary arguments on appeal: (1) the substance 
versus procedure distinction does not matter; 
and (2) that, either way, its proposed rules are 
procedural because they expedite the application 
process. 

The Federal Circuit’s opinion could have a 
significant impact on the way companies pursue 
patent protection because the new rules, if in 
force, would make patent prosecution more 
difficult. For instance, pharmaceutical companies 
frequently require continued examinations and 
can be hard-pressed to cover their inventions in 
25 claims. 

Non-Practicing Entities and the ITC’s 
“Domestic Industry” Requirement 

In 2006, the Supreme Court unanimously 
decided in eBay v. MercExchange that patentees 
must satisfy the traditional four-part test to 
obtain an injunction to enjoin ongoing 
infringement. This decision has effectively 
eliminated the ability of patentees who do not 
produce or sell any products covered by the 
patent-in-suit to obtain injunctions against 
infringers. Some of these non-practicing entities 
(“NPEs”) are attempting to avoid the 
ramifications of the eBay decision by filing a 
parallel action at the U.S. International Trade 
Commission (“ITC”), where the only remedy 
available is the issuance of an injunction (i.e., 
ban) on the importation of infringing products. 

For the ITC to have jurisdiction, however, there 
must be a “domestic industry” that is protected 
by the ban. An ITC complainant can prove the 
existence of a domestic industry by pointing to 
its investments in infrastructure, its employment 
of significant labor or capital or its substantial 
research and development investments. The 
complainant must also practice at least one 
claim in the asserted patent. In Saxon 
Innovations LLC v. Nokia Corp. et al., Inv. No. 
337-TA-667, the ITC will likely be forced to 

decide whether Saxon Innovations can meet the 
domestic industry requirement. Saxon 
Innovations is a NPE with only five employees, 
and only one of those employees is dedicated to 
licensing activities. Further, Saxon Innovations 
has not identified previous licenses to the 
asserted patent, but argues that it has spent 
significant time and money in obtaining patents 
and engaging in licensing discussions. Is this 
activity enough for the ITC to find Saxon 
Innovations has a domestic industry worthy of 
protection? If the answer is “yes” and the ITC 
finds that Saxon Innovations has the requisite 
“domestic industry,” the floodgates may open to 
more NPE filings at the ITC. 

Remote Media Storage and Direct 
Copyright Infringement 

There has been growing tension between media 
content providers and technology companies 
that provide consumers with the tools to enjoy 
and manipulate digital media. A primary issue of 
contention is the metes and bounds of copyright 
protection and the liability of companies that 
help consumers copy and display copyrighted 
content. In 2009, the Supreme Court will have 
the chance to redefine the relationship between 
media companies, technology companies and 
consumers under the copyright laws. 

Specifically, CNN and other media companies 
have sought Supreme Court review of the 
Second Circuit’s ruling that Cablevision Systems 
Corp.’s digital video recorder (“DVR”) device 
would not directly infringe the media companies’ 
copyrights. Cable News Network, Inc. v. CSC 
Holdings, Inc., No. 08-448. The Second Circuit 
held that Cablevision was not liable for direct 
copyright infringement for three reasons. 
Cartoon Network LP et al. v. CSC Holdings, Inc. 
et al., 536 F.3d 121 (2d Cir. 2008). First, 
Cablevision’s DVR system did not include 
embodiments of copyrighted television programs 
and movies in its data buffers for more than 
1.2 seconds. Importantly, the DVR’s data buffers 
were the only structures to include copies that 
were not specifically requested by a customer. 
The court held that the buffer copies that lasted 
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for only 1.2 seconds were not “fixed,” as 
required to qualify as a “copy” under the 
Copyright Act. 

Second, the DVR’s copies of copyrighted 
television programs and movies were “made” by 
the customer because the DVR system did not 
transfer a program to its remote hard drives 
unless a customer had chosen to record the 
program. Thus, CSC could not be liable for direct 
copyright infringement. 

Third, the DVR system would only play back a 
copy of a program or movie to a single customer 
from a single copy that was recorded by that 
customer. The court held that this was not a 
performance “to the public,” such that CSC did 
not infringe any exclusive right of performance 
under the Copyright Act. 

Accordingly, the Supreme Court will have the 
opportunity to clarify what constitutes a “copy” 
and a “performance” in our increasingly digital 
world, with its constant barrage of new 
technologies. The decision would also address 
who is liable when an intermediary company 
provides digital copies of copyrighted content at 
the behest of its users. 

Open Source Software Licenses and 
Possible Copyright Liability 

Open-source licenses are used by those who 
wish to create collaborative projects and 
dedicate certain works to the public. Open-
source software licenses commonly include 
restrictions on how the software can be modified 
or distributed. In 2008, the Federal Circuit 
overturned the denial of an injunction and held 
that violating the terms of an open-source 
software license can lead to liability for copyright 
infringement. Jacobsen v. Katzer, No. 2008-1001 
(Fed. Cir. Aug. 13, 2008). The court held that 
these terms are conditions that limit the scope of 
the license. The court reasoned that copyright 
holders who engage in open-source licensing 
have the right to control the modification and 
distribution of their copyrighted material, even 
though they have granted broad public licenses 

and have not received monetary compensation 
for their work. Further, the court stated that 
open-source license restrictions would be 
rendered meaningless if the copyright holder 
could not enforce them through injunctive relief. 

Accordingly, an upcoming case will decide 
whether Cisco Systems is liable under Katzer for 
copyright infringement for violating the terms of 
certain GNU Public Licenses. Free Software 
Foundation v. Cisco Systems, No. 1:08-10764 
(S.D.N.Y.). Specifically, the Free Software 
Foundation alleges that Cisco did not distribute 
source code for the proprietary software that it 
derived from open-source programs, as required 
by the GNU licenses. Cisco may have also 
violated the license terms by not making its 
modifications to open-source code freely 
available to the public. 

III. Evolving Trends in the Intellectual 
Property Marketplace 

New trends are evolving in the field of 
intellectual property, especially as a result of the 
proliferation of patent infringement cases, and in 
particular those cases brought by “patent trolls” 
or non-practicing entities (“NPEs”). We see now 
an emerging trend of new companies being 
formed to act as intermediaries between 
defendants and the NPEs that seek license fees 
through litigation or the threat of litigation. 
These new companies see an opportunity to 
share in the millions of dollars that are at stake 
in patent litigation. Some of these intermediaries 
are comprised of multiple operating companies 
(i.e., companies that produce products or 
services) that acquire patent portfolios in key 
industry segments for defensive purposes. One 
variation of this evolving trend is the “catch-and-
release” model for avoiding costly patent 
litigation. 

The “Catch-and-Release” Model 

The “catch-and-release” model involves a 
consortium of operating companies that acquire 
patent portfolios in technologies that are likely to 
be asserted against them. The consortium 
distributes licenses to the patent portfolio to the 



 

  8 

consortium’s members and then resells the 
portfolios in the marketplace. The last step will 
help recoup some of the members’ costs of 
acquisition. Also, this puts pressure on others 
because the portfolio is likely to be resold to a NPE 
that can attack non-members with the portfolio. 

A company called Allied Security Trust (“AST”), 
for example, purports to adopt this “catch-and-
release” business model. AST is a nonprofit 
statutory trust that acquires patents on behalf of 
its members before they fall into the hands of a 
NPE. Membership in AST costs an annual fee of 
approximately $250,000 and each member is 
required to place five million dollars in escrow for 
future patent acquisitions. AST monitors the 
marketplace for potential acquisitions through a 
network of agents and patent brokers. When a 
portfolio is identified that may read on a 
member’s products or services, all members are 
asked whether they want to acquire the asset. 
Those who participate in the bid receive 
nonexclusive licenses to the portfolio and 
members who opt out of the process can later 
purchase a license. After the process is complete 
and the members are protected, AST places the 
portfolio back on the open market. AST is a 
purely defensive tool because it must release its 
portfolios within a specified time frame and 
because it will not license its patents to non-AST 
members. AST has reported eleven members, 
including companies such as Sun Microsystems, 
Hewlett-Packard, Cisco Systems, Google, 
Ericsson, Motorola and Verizon. 

Intellectual Ventures 

Intellectual Ventures (“IV”) is a privately-held 
company that seeks to patent its own inventions 
and invest in the inventions of others. Initial 
investors in IV bought into its Patent Defense 
Fund, which provided members with licenses to 
protect them against infringement suits by NPEs. 
It has been reported that these initial investors 
were asked to contribute approximately 
fifty million dollars to the Fund and some large 
technology companies such as Microsoft, Sony, 
Nokia, Google and eBay bought in early. 

Over the past few years, however, IV has 
acquired more than 20,000 patents and 
continues to look to acquire more. The patents 
cover many technologies, especially in the fields 
of computer chip manufacturing and design and 
telecommunications technology. IV no longer 
maintains the Patent Defense Fund, but instead 
allows companies to invest in IV’s own invention 
efforts or in its patent acquisition fund. IV 
acquires its patents through dummy shell 
companies and investors are bound by strict 
confidentiality agreements. 

This clout has allowed IV to extract payments 
reportedly in excess of one hundred million 
dollars from firms that seek licenses to IV’s 
substantial patent portfolio. These firms often 
acquire an equity stake in IV as part of the 
licensing deal. In this way, companies may be 
able to partially recoup the costs of 
“membership,” as in the “catch-and-release” 
model described above. So far, IV has generated 
revenue by seeking out investors without 
engaging in litigation. IV’s officers have not ruled 
out the possibility of using litigation, however, to 
monetize IV’s patents and to return a yield on its 
investments. Also, IV has yet to manufacture or 
sell any products under its patents. 

RPX Corp. 

RPX Corp. is the latest response to the threat 
posed by NPEs. RPX was founded by John A. 
Amster and Geoffrey T. Barker, both of whom 
were previously responsible for licensing and 
portfolio development at IV. RPX started service 
in November 2008 and holds itself out as a 
“defensive patent aggregator” that acquires 
patents to keep them out of the hands of NPEs. 
A company can obtain licenses to RPX’s patents 
for an annual membership fee based on a 
percentage of the company’s operating income. 
Members can receive perpetual licenses to the 
patent pool after maintaining membership for a 
certain period of time or if RPX decides to sell a 
particular portfolio. RPX states that this 
arrangement will erase any fear that RPX will 
assert its patents against members. RPX also 
states that it will not assert its patents against 
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others. Cisco Systems and IBM have signed on 
as RPX’s initial members. 

While RPX is defensive in nature, it differs from 
other defensive alliances like AST. For one, RPX 
is a private company funded by well-established 
venture capital firms. Also, RPX will not seek 
member input regarding what patent portfolios 
to pursue, and RPX has pledged not to keep its 
deals confidential. Importantly, RPX has not 
ruled out the possibility that it will license its 
patents to non-members. Thus, there remains 
the question of how RPX plans to be profitable if 
there are no consequences for a firm that does 
not become a member. 

Conclusion 

The presence of intermediaries such as AST, IV 
and RPX means that companies may now have 
more options to avoid some costly patent 
infringement suits. Buying into a defensive 
patent pool may make sense if the costs of 
membership are similar to or lower than the 
costs of litigating or settling the case. Even if the 
cost of membership is significantly higher than 
the cost of litigation, the arrangement may still 
be advantageous if the patent pool would 
provide future protection against other suits. 
However, the patent pools are only as good as 
the patents they own and only to the extent that 
the pools have rights to license its members. 
They do not provide any relief for the vast array 
of other patents that remain in the hands of, or 
are available to, NPEs. In this respect, these 
firms are of limited value and the cost of 
membership is good only if a member can avoid 
a costly patent infringement case one or more 
times per year. Lastly, it remains to be seen 
whether firms like IV and RPX will work in 
concert to provide both the sword of threatened 
patent litigation and the shield of a defensive 
patent pool. 

IV. Legislation to Watch in 2009 

With Congress’s attention focused squarely on 
the current economic crisis, the likelihood of 
sweeping patent reform is not as likely in 2009 
as it was in the past couple of years. Also, the 

Patent Reform Act of 2007 has stalled in the 
Senate (S. 1145), despite the fact that a 
companion bill was passed in the House of 
Representatives on September 7, 2007 (H.R. 
1908). 

Patent Reform Act of 2007 

Some significant changes could take effect in 
2009, however, if the Senate decides to 
reconsider the 2007 Act. For one, the 2007 Act 
would change the U.S. to a “first-inventor-to-
file” system where the right to a patent would go 
to the inventor with the earliest filing date. This 
change would eliminate the need for complex 
patent interference proceedings to determine 
which inventor was the first to invent. 

The way courts assess damages for patent 
infringement could also change. Specifically, 
courts would select a method of calculating a 
reasonable royalty from: (a) the entire market 
value of the invention; (b) the established 
royalty based on marketplace licensing; or (c) if 
neither of above are available, then from the 
economic value of the infringing product 
attributable to the claimed invention’s specific 
contribution over the prior art. The 2007 Act 
contains special rules for combination inventions. 

The 2007 Act would also change the rules for 
challenging a patent after it issues. The version 
passed by the House would establish a window 
of time for post-grant opposition immediately 
after the patent issues. The Senate version 
provides a second window of time after a party 
receives a notice alleging infringement to contest 
the patent. In lieu of a second window for 
review, the House version would expand inter 
partes reexamination proceedings by requiring 
an administrative patent judge to hear petitions 
and by allowing oral hearings. Under a similar 
logic, the Senate’s version eliminates 
reexamination proceedings. 

The 2007 Act seeks to lessen the burden on PTO 
examiners by requiring applicants to submit 
“Applicant Quality Submission” reports. The 
filing must include a prior art search report and 
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other information relevant to patentability. 

The 2007 Act also allows for interlocutory review 
of claim construction hearings upon district court 
approval. The petition for review must be made 
within ten days of the hearing and the district 
court has the option to stay the proceedings 
during the review. 

Lastly, the 2007 Act would heighten the standard 
for finding willful infringement and would codify 
existing case law regarding the defense of 
inequitable conduct. However, the Senate may 
not address this later issue in 2009 because, as 
discussed above in the section regarding 
inequitable conduct, the Supreme Court may 
alter or clarify the case law concerning the proof 
required to show intent to deceive. 

Recently Introduced IP Legislation 

Patent Reform Act of 2008 – On September 25, 
2008, U.S. Senate Minority Whip Jon Kyl (R-AZ) 
introduced the Patent Reform Act of 2008 (S. 
3600). In contrast to earlier versions of the 2007 
Act, Sen. Kyl’s bill would require litigants to 
present exact calculations of damages, and 
would limit time for patent reexaminations to 
12 to 18 months if a patent does not meet 
novelty and non-obviousness requirements. Sen. 
Kyl’s bill would also create an administrative 
proceeding to address inequitable conduct 
claims. Similar to the Senate’s version of the 
2007 Act, however, Sen. Kyl’s bill would require 
patent applicants to submit prior art search 
reports and patentability analyses as part of the 
prosecution process. 

Prohibiting Authorized Generics / Preserving 
Access to Affordable Generics – On January 15, 
2009, a bill was introduced in the House of 
Representatives (H.R. 573) that amends the 
Hatch Waxman Act to prohibit brand-name drug 
companies from using their own “authorized” 
generic drug to prevent lower-cost generics from 
entering the market. On February 3, 2009, a 
similar bill was introduced in the Senate (S. 
369). The Senate bill makes it unlawful for 
brand-name drug companies to compensate a 

generic drug company to delay the entry of a 
competing generic drug into the market. 
Specifically, section 29 of the Senate bill makes 
it unlawful for parties to settle a patent 
infringement suit by providing the ANDA filer 
with something of value not to research, 
manufacture, market or sell an ANDA product. 

Specialist Patent Judges Pilot Program – On 
January 22, 2009, similar bills introduced in the 
Senate (S. 299) and House of Representatives 
(H.R. 628) would authorize the establishment of 
a 10-year program in 15 district courts to train 
judges and law clerks on patent and plant 
variety protection issues. The bills designate 
five million dollars for the pilot project, which 
seeks to reduce the number of reversals at the 
Federal Circuit by designating certain judges to 
hear patent cases. 

Drug Importation and Exhaustion of Patent 
Rights – On January 6, 2009, a bill was 
introduced in the Senate (S. 80) to amend the 
Federal Food, Drug and Cosmetic Act to allow 
pharmacists, pharmacies and wholesalers to 
import qualifying drugs into the United States. 
Importantly, the act declares that selling or 
importing a patented drug in the United States 
that was first sold abroad by, or under the 
authority of, the owner or licensee of the patent 
is not patent infringement. Thus, such activities 
abroad will act as an exhaustion of patent rights. 

Trade Enforcement Act of 2009 – On January 15, 
2009, a bill was introduced in the House of 
Representatives (H.R. 496) to strengthen 
United States trade enforcement. The bill 
establishes a Director of Intellectual Property 
Rights Enforcement to develop a strategic plan 
“for more effective use of the authorities of [the 
U.S. Customs and Border Protection] and [U.S. 
Immigration and Customs Enforcement 
Agencies] relating to the enforcement of 
intellectual property rights.” The bill promotes 
the use of new technology to fight infringement 
and creates a “watch list” of suspected bad 
actors. 

Performance Rights Act – On February 4, 2009, 
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a bill was introduced in the House of 
Representatives (H.R. 848) to end the 
exemption that over-the-air broadcasters 
enjoyed regarding copyright holders’ exclusive 
right to publicly perform their work. Specifically, 
the bill requires webcasters, satellite radio 
providers and cable companies to pay artists for 
using their sound recordings. Thus, these 
broadcasters would no longer be treated 
differently than conventional radio stations. 

Fair Copyright in Research Works Act – This act 
was reintroduced in the House of Representatives 
on February 3, 2009 (H.R. 801). The bill bans 
public access policies similar to those of the 
National Institutes of Health (“NIH”). In other 
words, the bill would bar federal agencies from 

requiring the transfer of copyright interests as a 
condition for receiving public funding. Under NIH 
policy, investigators who accept taxpayer funds 
must deposit their research papers and other 
works in a public database and give the agency a 
nonexclusive right to offer free access to the 
database for a year. 

V. Conclusion 

This year promises to yield as many new 
decisions and developments in intellectual 
property as in years past. It is time to wait and 
see which case or trend has the most impact in 
reshaping the IP landscape and whether 
Congress can find the time to focus on IP and 
pass the reform act or some portion of it. 

  

If you have any questions concerning these developing issues, please do not hesitate to contact any of 
the following Paul Hastings Washington, D.C. lawyers: 

Robert M. Masters  
202-551-1763 
robmasters@paulhastings.com 

Brock S. Weber  
202-551-1783 
brockweber@paulhastings.com 

 

 
1 The TS Tech case was discussed in two previous Paul Hastings’ Client Alerts, “Leveling the Playing Field for Patent 
Defendants: Is TS Tech a Harbinger of Future Transfer Motions for Eastern District of Texas Cases?” and “In The Wake of 
TS Tech: Decisions from the Western District of Wisconsin Indicate Continued Challenges for Transfer Motions.” 
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