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What District Courts Are Saying About Admissibility Of IPR

Law360, New York (August 7, 2018) —

Six years after the America Invents Act created inter partes review proceedings, patent disputes
increasingly involve parallel litigation, with at least one inter partes review proceeding in tandem with
district court litigation(s) involving the same patent claims. Given the frequency with which IPRs are
utilized as parallel means of resolving patent disputes, rather than as an alternative to district court

litigation, the question that practitioners are starting to face with some regularity is whether, and to

what extent, IPR decisions are admissible in district court litigation.
David Cavanaugh

In this article, we examine how district courts have analyzed that question, focusing on recent case law
addressing whether and to what extent IPR institution decisions and final written decisions are

admissible in district court cases.

Admissibility of Institution Decisions

The Patent Trial and Appeal Board may institute an IPR if there is a “reasonable likelihood” that the Omar Khan
petitioner will prevail with respect to at least one of the challenged claims.[1] Disputes may then arise
over whether the PTAB’s institution or non-institution decision is admissible evidence in a parallel

district court litigation.

Decisions Instituting Review

When a petition to institute IPR is granted, accused infringers may seek to admit the institution
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decisions in parallel district court litigation for various purposes.

Invalidity

Some litigants have sought to introduce institution decisions as evidence of invalidity in district court litigation. District
courts in at least Wisconsin and California have rejected that approach, finding that institution decisions are overly
prejudicial and have little probative value.[2] For example, in Ultratec Inc. v. Sorenson Communications Inc. in the
Western District of Wisconsin, the defendants sought to admit evidence of institution of pending IPR proceedings in light
of the court’s ruling that it would instruct the jury on the presumption of validity and allow plaintiff’s counsel to refer to
the presumption during trial.[3] Finding the defendants’ position “not without merit,” the court nonetheless excluded the
evidence. It reasoned that because “different standards, procedures and presumptions” are applied, evidence of a pending
IPR is “irrelevant and highly prejudicial to the jury’s determination of the validity of the patents.”[4]

Good Faith Belief
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Accused infringers have been more successful in obtaining admission of institution decisions as evidence of their good
faith belief of invalidity.[5] In Ultratec, discussed supra, although the court excluded IPR institution decisions as evidence
to rebut the presumption of invalidity, it allowed defendants to use the evidence to rebut willfulness and show good faith
belief of invalidity.[6] Other district courts, however, have excluded institution decisions from the liability case altogether,
finding the danger of undue prejudice too great — even when the evidence was introduced only to prove good faith belief
of invalidity.[7] For example, in a case pending in the Eastern District of Texas, the court excluded evidence of an IPR
institution, finding that although it had “some relevance” to the defendant’s intent, the institution decision posed an

“extremely high” danger of undue prejudice that “cannot be mitigated simply by the use of a limiting instruction.”[8]

Damages

Defendants have further argued, without much success to date, that institution decisions bear on the value of the asserted
patents and, in turn, on damages issues.[9] In a case pending in the Western District of Pennsylvania, for example, the
defendant sought to introduce evidence of a pending IPR in the damages phase of the trial and for the limited purpose of
showing “whatever differences there are between the prior art and the claimed invention, they are not extensive.”[10] The
district court excluded the evidence. It found that introducing evidence of an incomplete IPR risks jury confusion and is
“highly prejudicial” to the plaintiff because the jury might improperly transfer the IPR findings — made under a more
lenient standard than that employed by the district court — onto the damages determination.[11] The court also warned of
the danger that a jury might credit the findings of the PTAB based on “perceived credibility of government agencies over a
foreign corporate Plaintiff.”[12]

Decisions Denying Institution

A denial of institution should not estop an accused infringer from advancing the petitioned-for grounds in litigation, but
plaintiffs may nonetheless seek to rely on the noninstitution decision to bolster the validity of the challenged patents in

litigation.[13] District courts appear to be divided on whether noninstitution decisions are admissible to bolster validity.

Some district courts find noninstitution decisions admissible as to validity, notwithstanding the possibility that introducing
such evidence might cause jury confusion.[14] In such cases, admissibility is often premised on the notion that appropriate
jury instructions on the standard of proof for invalidity can mitigate any potential confusion.[15] For example, one court in
the Central District of California allowed the plaintiff to introduce at trial the PTAB’s rejection of the defendant’s IPR
petition, which contained many of the same prior art references relied on in the litigation.[16] Meanwhile, it instructed the
jury to make “independent[]” determinations regarding the validity of the patents-in-suit notwithstanding the
noninstitution decision.[17]

Other courts have excluded noninstitution decisions, primarily out of concern for potential jury confusion.[18] A Delaware
court excluded evidence of the PTAB’s denial of a third-party IPR petition based on the same prior art to be presented at
trial.[19] It found the PTAB proceedings to be of “marginal relevance” and the “probative value ... greatly outweighed by

the expenditure of time that would be required to give the jury the full context necessary to fairly evaluate the
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evidence.”[20] Specifically, the court excluded the PTAB’s noninstitution decision for three reasons: (1) a noninstitution
decision is not a decision on the merits; (2) IPR decisions are made by administrative judges who, according to the court,
“are not persons of ordinary skill in the art”; and (3) the defendants were not parties to the IPR.[21]

Admissibility of Final Written Decisions

By statute, final written decisions have preclusive effect in district court litigation with respect to any prior art that a
petitioner “raised or reasonably could have raised” during the IPR.[22] Once a final written decision issues in an IPR, an
accused infringer is barred from raising the same invalidity grounds in subsequent district court litigation. Beyond
estoppel, how an IPR final written decision may be used in parallel district court litigation (and under what circumstances)
appears to depend on various factors. At bottom, courts must weigh the probative value of a final written decision that is

necessarily directed at different grounds and/or different parties than those in litigation.[23]

Final Written Decisions Canceling Claims

Unlike an IPR institution decision, a final written decision is generally the PTAB’s final say on the validity of the
challenged patents. Accordingly, defendants understandably have sought to introduce final written decisions invalidating
claims into litigation.

Some district courts have declined to admit such evidence.[24] In a Delaware case, for example, the defendants sought to
introduce a final written decision of a third-party IPR invalidating certain asserted claims based on the same prior art
references the defendants relied on in the district court. In a brief order, the court found inadmissible “the PTAB’s factual
findings, decisions, and legal conclusions” and only allowed the defendants to introduce evidence of the plaintiff’s
statements made during the IPR as party admissions.[25] While the order did not explain in detail the court’s reasoning,
the plaintiff’s briefing cited extensively to decisions in which courts excluded nonfinal and final U.S. Patent and
Trademark Office decisions based on the different invalidity standards applicable to IPRs/re-examinations and litigation,
and the risk of jury confusion.[26] While it is unclear whether the court found it relevant, the plaintiff’s brief also

emphasized that the final written decision at issue was the subject of a pending appeal.[27]

Albeit in the context of re-examinations, at least one district court has admitted final rejections from the PTO invalidating
the challenged patent. A Northern District of California court denied a plaintiff’s motion in limine to exclude evidence of
several ex parte and inter partes re-examinations that “have run their course before the examiners,” i.e., the examiners had
closed prosecution.[28] The court held that it would be “misleading to instruct the jury on the presumption of validity
while concealing from the jury the fact that the rationale for the presumption — PTO examiner expertise — has been
drawn into question by more recent examiner rejections based in part on prior art previously not disclosed to the
PTO.”[29] Thus, the court indicated that while it would instruct the jury on the presumption of validity, the jury should
also hear evidence that the examiner subsequently issued rejections on two of the patents-in-suit “because the rationale
underlying the presumption of validity is much diminished where the evidence before the factfinder was not before the

PTO during the examination process.”[30]
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Final Written Decisions Confirming Claims

While claims are afforded the “presumption of validity” in district court litigation, patent holders have argued for the
admission of PTO final written decisions confirming claims as further evidence of validity. Courts, however, are divided

on the admissibility of such decisions.[31]

For example, in a case pending in the Eastern District of Texas, the court admitted an examiner’s final decision confirming
the validity of the challenged claims in an inter partes re-examination initiated by the defendants.[32] The court found the
evidence “highly probative” and the risk of confusion “minimal” because the PTO applies a lower threshold of proof for
invalidity than the court.[33] Presumably, it meant that the defendants’ failure to meet the lower standard before the PTO

is highly probative of their likelihood of satisfying the higher standard before the district court.

On the other hand, a Western District of Wisconsin court held that “Federal Rule of Evidence 403 ... obliges the Court
[to] broadly exclude evidence related to the IPR proceedings and reexaminations.”[34] The court reasoned that because
IPR estoppel provisions prevent subsequent challenges to a patent based on (1) any ground the petitioner could have
reasonably raised but did not, and (2) any instituted ground, “the IPRs necessarily covered different prior art than will be
used at trial” such that admission of a final written decision upholding the claims “is irrelevant to the specific prior art at
issue here.”[35] Thus, the court cited potential jury confusion, the potential waste in time and resources, and the lack of

probative value in excluding evidence regarding the IPR proceedings.[36]

Conclusion

The admissibility of IPR institution and final written decisions is, at present, an issue generally committed to the discretion
of the district court. Several common considerations, however, underlie the various decisions analyzed here, including (1)
the purpose(s) for which the IPR decision is sought to be introduced, (2) the probative value of the PTAB decision
weighed against the risk of potential jury confusion and prejudice; (3) whether the decision cancels or confirms the
asserted claims and the relationship between the IPR decision and the presumptions and burdens of proof applicable to
invalidity issues; (4) whether there is a pending appeal of the final written decision; (5) the applicability of IPR estoppel to
the validity issues presented in litigation; (6) the perceived feasibility of educating the jury about the PTAB proceedings
and the different standards of proof applicable at the PTAB and in the district court; and (7) the relationship(s), if any,
between the parties to the litigation and the parties to the IPR.
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