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In 2021, district courts were faced with resolving
numerous requests by parties seeking attorney fees
based on conduct in related USPTO Patent Trial and
Appeal Board (PTAB) proceedings. Many of these
requests came in the wake of the US Court of Appeals
for the Federal Circuit's decision in Dragon Intellectual
Property, LLC v. Dish Network, LLC, which held that
a party's success “in invalidating the asserted claims
before the Board” can contribute to whether the case
is exceptional for purposes of 35 U.S.C. § 285." District
court decisions on these requests suggest that while
success in invalidating claims at the PTAB alone may
not be enough to demonstrate an exceptional case, the
record before the PTAB can justify an award of attorney
fees where the record indicates that a party’s positions
were baseless or unreasonable. Yet even where an
exceptional case has been found, district courts in
2021 have been reluctant to award fees and other costs
incurred in parallel PTAB proceedings under Section
285, Separately, petitioners who prevail before the PTAB
may be able to use those invalidity findings to avoid
enhanced damages under 35 U.S.C. § 284. We expect
these issues, regarding the interplay between the PTAB
and recovery in district court, to further develop in the
year ahead.

An adverse decision by the PTAB alone is
generally not enough.

Decisions over the last year suggest that exceptional
case findings require more than just a loss at the PTAB—
whether in the form of a final decision on patentability or
an institution decision. For example, in Genentech, Inc. v.
Eli Lilly and Co., the district court denied the defendant’s
motion for an exceptional case finding based on the
patentee's request for adverse judgment in a related
PTAB proceeding. In deemphasizing the significance
of the patentee’s request for adverse judgment, the
district court reasoned that the presumption of validity
had applied in the district court and that, rather than an
admission that its litigation positions were baseless, the
patentee's decision “tend[ed] to indicate that Plaintiff
reevaluated its claims and rightfully moved to dismiss” in
light of the reasoning in the PTAB's decision to institute.?

Similarly, in denying the defendant's motion for an
exceptional case finding in an infringement suit
involving Orange Book-listed patents, the district court
in In re Kerydin (Tavaborole) Topical Solution 5% Patent
Litigation considered the similarities and differences
between the claims of related patents that had been
invalidated before the PTAB.® The district court observed

that the loss of claims elsewhere in a patent family, and a
loss generally, “is not an unusual occurrence—someone
loses in every case—and it certainly does not by itself
entitle the winner to fees."* Thus, Genentech and In re
Kerydin reflect the view the merely losing on the merits
in the context of a related inter partes review (IPR) does
not, in and of itself, make a case exceptional.

Patentees have also argued that a defendant’s inability
to present invalidity defenses at trial due to IPR estoppel
supports an exceptional case finding. Yet in lronburg
Inventions Ltd., v. Valve Corporation, the district court
denied a plaintiff's motion for attorney fees based on
this theory noting that “the IPRs, claim construction,
and motion practice” were why no invalidity issues
were presented to the jury, the IPRs having “narrowed
the matters for the jury’s consideration,” and those
circumstances “do not inure to [Plaintiff's] benefit in its
quest for attorney fees."”®

In IQASR LLC v. Wendt Corporation, the district court
declined to find a case exceptional and declined to
consider the impact of the PTAB's decision with respect
to indefiniteness, noting that the PTAB's decision
denying institution specifically indicated that it was
expressing no opinion on the issue of indefiniteness
and should not be interpreted as a finding regarding
definiteness.®

But a PTAB record can contribute to an
exceptional case finding.

Two district court decisions in 2021 found cases to be
exceptional based, at least in part, on what happened
before the PTAB. In Princeton Digital Image Corp. v.
Ubisoft Entertainment SA, the district court found a case
exceptional and awarded attorney fees to the defendant.”
The district court's finding was based on the patentee’s
disavowal of claim scope to save the validity of claims
in the related IPR, which had the effect of making its
infringement positions “baseless” and “prolong[ing] this
litigation unreasonably and caus[ing] [the defendant] to
incur needless litigation expenses.”® The district court
thus awarded attorney fees from the time of the district
court’'s claim construction to its grant of summary
judgment with respect to noninfringement.

In Ameranth, Inc. v. Domino’s Pizza, Inc., numerous
asserted claims were invalidated in a covered business
method (“CBM") review before the PTAB, in findings
that were later affirmed on appeal with further claims
found unpatentable by the Federal Circuit.® One patent
remained, which the district court found invalid on
summary judgment for lack of patent-eligible subject
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matter. This judgment was also affirmed on appeal.
Before the district court, defendants moved for an
exceptional case finding and attorney fees. Citing the
weakness of the remaining asserted patent in light of
the history of related invalidity proceedings involving
similar claims, the district court agreed that the case
was exceptional “[c]onsidering this pattern of continued
bullishness in the face of numerous defeats."

In terms of defeating a motion for attorney fees, plaintiffs
have invoked PTAB decisions denying institution as
evidence that there was a reasonable basis to assert
claims in district court. In Konami Gaming Inc. v. High
5 Games, LLC, the defendant succeeded in invalidating
means-plus-function claims as indefinite on summary
judgment and then moved for an exceptional case
finding and attorneys fees." The district court denied
the motion, reasoning that “while ultimately flawed”
the plaintiff's litigation positions regarding the means-
plus-function claims were “not objectively baseless or
unreasonable to an outside evaluator with knowledge
of patent law,” and cited as support that the PTAB had
denied defendant’s IPR petitions on the merits in this
regard.”

In the realm of damages, a finding of unpatentability by
the PTAB can preclude enhanced damages despite a
finding of willful infringement. In Ironburg Inventions Ltd.
v. Valve Corp., the jury found willful infringement.”® The
plaintiff moved for enhanced damages. However, the
district court denied the request for enhanced damages
on the basis that the evidence of willful infringement
pertained only to features present in a claim found
unpatentable by the PTAB.

Fees incurred before the PTAB have not
been awarded.

District courts have also been asked to award attorney
fees under Section 285 that were incurred in the context
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of related PTAB proceedings. In 2021, two district courts
declined to do so. In Dragon Intellectual Property, LLC v.
Dish Network L.L.C., the district court found that the case
was exceptional, but declined to award fees and costs
incurred in the context of the related IPRs, explaining that
IPRs are not “cases” within the meaning of Section 285."
The district court noted, however, that the PTAB has
authority to grant costs arising from IPR proceedings,
including attorney fees, in certain circumstances.” And
while sanctions by the PTAB are by no means common,
they have been issued, including in the form of an award
of “costs and fees."®

Similarly, in Prolitec, Inc. v. ScentAir Technologies, Inc.,
the district court agreed that the case was exceptional
and awarded attorney fees to cover certain motions
brought in court and other costs, but the district court
expressly declined to award costs incurred before the
PTAB, including translation services and court reporting
expenses. The district court reasoned that “it is not clear
that” the relevant statute authorizes the Court to award
IPR-related costs, and even if the statute did, the “costs
[would be] too attenuated to this case.”

In sum, the interplay between PTAB proceedings and
recovery in district court remains an evolving area of the
law, one that the district courts will continue to grapple
with in the years to come. The decisions in 2021 indicate
that district courts are likely to consider evidence about
what occurred before the PTAB, however, whether
the record supports an exceptional case will be a fact-
driven question taking into account the totality of the
circumstances. We look forward to monitoring trends
in this area, and providing updates on significant
developments in 2022.
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