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Patents/Antitrust

IPO Conference Attempts to Bridge
Intersection of Patent and Antitrust Law

P ractitioners and regulators at a conference held
June 9 in Washington, D.C., explored the overlap-
ping doctrines affecting patent rights and anti-

competitive behavior. The conference, sponsored by the
Intellectual Property Owners Association, addressed li-
censing issues, standards-setting organizations, prob-
lems in the pharmaceutical industry resulting from
implementation of the Hatch-Waxman Act, and inequi-
table conduct and fraud in patent procurement and liti-
gation.

While the general theme of the conference was that
patent and antitrust law are ‘‘two sides of the same
coin,’’ the general tenor of each session reflected the
tension between patent practitioners and antitrust regu-
lators.

Standards-Setting Bodies and Antitrust Law. The most
pertinent example of the tension came in a session
where the Federal Trade Commission and the defen-
dant in the Rambus case rekindled their courtroom con-
frontation. Rambus Inc. v. Federal Trade Commission,
522 F.3d 456, 86 USPQ2d 1539 (D.C. Cir. 2008) (75
PTCJ 672, 4/25/08).

The case highlights the problems associated with
having members—typically engineers—of an SSO try-
ing to determine the best standard for use of a technol-
ogy, while some of those members may have patent
rights that read on the options available for inclusion in
the standard.

The FTC’s William E. Cohen recalled how Rambus
Inc.’s ‘‘deceptive course of conduct’’ as a participant in
the SSO responsible for devising computer memory
standards (known as JEDEC), led to the FTC’s invoca-
tion of Section 5 of the Federal Trade Commission Act
in 2006 against the company. In re Rambus Inc., No.
9302 (FTC 8/2/06) (72 PTCJ 396, 8/11/06).

In stark contrast, A. Douglas Melamed of Wilmer
Cutler Pickering Hale and Dorr, Washington, D.C., who
represented Rambus when the U.S. District Court for
the D.C. Circuit overturned the FTC’s ruling, put the
blame on JEDEC’s failure to set clear rules regarding
disclosure.

Melamed was willing to concede that there is a place
for antitrust action within the SSO context and set as
his test whether there is a violation of clear standard-
setting rule that caused the standard to change. How-
ever, he insisted that the Rambus case was not the ap-
propriate set of facts to support such action, since this
issue was Rambus ‘‘just not living up to subjective stan-
dard of behavior.’’

Roy Hoffinger of Qualcomm Inc., whose company
was on the losing side of a Third Circuit decision in a
similar case, was less willing to concede a place for an-
titrust law. In that case, Broadcom Corp. v. Qualcomm
Inc., 501 F.3d 297, 84 USPQ2d 1129 (3d Cir. 2007), the
court held that ‘‘(1) in a consensus-oriented private
standard-setting environment, (2) a patent holder’s in-
tentionally false promise to license essential proprietary
technology on [fair, reasonable, and non-
discriminatory] terms, (3) coupled with an SDO’s reli-
ance on that promise when including the technology in
a standard, and (4) the patent holder’s subsequent
breach of that promise, is actionable anticompetitive
conduct.’’

Hoffinger referenced the treble damages available
under the Sherman Act, which he said ‘‘weighs heavily
if this is just a mere breach of contract.’’ He also dis-
agreed with Melamed’s test, saying that hindsight
would be problematic in trying to determine whether
the SSO members would have chosen a different stan-
dard had there been full disclosure.

Michael Lindsay of Dorsey & Whitney, Minneapolis,
who also is counsel to the IEEE engineering standards
committee, objected, saying that litigants and judges go
back to ‘‘what would have happened’’ in litigation all
the time. Lindsay went on to describe the IEEE’s policy,
which:
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s Permits but does not require the patent holder to
disclose maximum royalty terms for any patents it has
disclosed to the SSO members for inclusion in the stan-
dards, and

s Allows the patent holder to specify what its reason-
able and non-discriminatory terms will be, at maxi-
mum, thus allowing the standards makers to address
whether the technology is worth the cost.

One audience member, who identified himself as an
economist, ended the session with a plea to Cohen and
the FTC, saying it could do so much more for public in-
terest to tell SSOs how to conduct their meetings. He
noted that SSO members tend to be brilliant engineers,
but not great economists, and added that excluding
costs from their discussions often leads to bad eco-
nomic decisions.

Patent Licensing Post-MedImmune. The opening ses-
sion of the conference focused on the impact of the Su-
preme Court’s decision in MedImmune affecting de-
claratory relief jurisdiction. MedImmune Inc. v. Genen-
tech Inc., 127 S.Ct. 764, 81 USPQ2d 1225 (2007) (73
PTCJ 242, 1/12/07).

Judge Jeremy D. Fogel of the U.S. District Court for
the Northern District of California described two cases
in which he said he ‘‘was right when I made the deci-
sion’’ but wrong after the subsequent MedImmune
holding. Since that decision, which he claimed would
have ‘‘a profound impact,’’ it doesn’t take nearly
enough for there to be a case or controversy for a de-
claratory judgment.

Fogel noted that the MedImmune decision eliminated
the Federal Circuit’s test for meeting the first prong to
establish standing for a declaratory relief judgment—
the reasonable apprehension of suit. He went on to say
that a subsequent Federal Circuit decision lowered the
standard for the second prong—meaningful prepara-
tion by the plaintiff to conduct potentially infringing ac-
tivity. Micron Technology Inc. v. Mosaid Technologies
Inc., 518 F.3d 897, 86 USPQ2d 1038 (Fed. Cir. 2008) (75
PTCJ 505, 3/14/08).

The net result, he claimed, was that, as a possible in-
fringer the licensee should be more careful with its
business plan, and as patent holder the licensor should
be more careful what it says.

Ronald L. Grudziecki of Drinker Biddle & Reath,
Washington, D.C., agreed, but noted that the prediction
of a ‘‘mad dash to the courts by licensees’’ has yet to
come true. Still, he recognized that licensors continue
to worry and listed several possible license terms that
might be attempted to decrease the chances for a lic-
ensee suit:

s Prohibition of a challenge by the licensee;
s If the patent is challenged, the license is termi-

nated;
s If the patent is challenged, the royalty rate in-

creases;
s If the challenge is unsuccessful, the royalty rate in-

creases, and/or the licensee pays the licensor’s costs;
s Challenge may only be brought in a specific venue

(presumably one considered to be generally pro-
patentee);

s A short license term (e.g., three years), possibly re-
newable;

s A paid up license only, or at least substantial non-
refundable initial payments;

s A requirement for pre-suit notification;

s Warranties that the licensee is unaware of any
prior art that might question the validity of the patent;

s Mediation is required before litigation; or
s Arbitration is required instead of litigation.
Gruziecki asserted, however, that most of these

would be clear Lear violations and so would be unen-
forceable. Lear Inc. v. Adkins, 395 U.S. 653, 162 USPQ
1 (1969).

Harold C. Wegner of Foley & Lardner, Washington,
D.C., echoed the comment and thought it would be fool-
ish to challenge the 40-year old Lear ruling. He took the
opportunity to make a pitch for legislative patent re-
formers to include a meaningful post-grant review
which he predicted would effectively override Lear.

Antitrust Problems for Pharmaceutical Firms. The con-
ference had two sessions focusing on the pharmaceuti-
cal industry—one to address the ‘‘reverse payments’’
made to generic drug makers to stay out of the market;
the other addressing cases where a new patent is ob-
tained on a drug substantially the same as another drug
whose underlying patent is about to expire.

The panel that discussed reverse payments was mod-
erated by John M. Griem Jr. of Milbank, Tweed, Hadley
& McCloy, New York, who began by reviewing the cir-
cuit court split on whether such settlements are legal or
anticompetitive.

The Sixth Circuit had found such payments per se il-
legal in 2003. In re Cardizem CD Antitrust Litigation,
332 F.3d 896 (6th Cir. 2003) (67 PTCJ 30, 11/14/03).
Conversely, the 11th and Second Circuits have since al-
lowed reverse payment settlements unless they exceed
the scope of the patent’s protection. Schering-Plough
Corp. v. FTC, 402 F.3d 1056, 74 USPQ2d 1001 (11th Cir.
2005) (69 PTCJ 502, 3/18/05); In re Tamoxifen Citrate
Antitrust Litigation, 429 F.3d 370 (2d Cir. 2005) (71
PTCJ 34, 11/11/05); (also see 76 PTCJ 150, 5/30/08).

Markus H. Meier of the FTC admitted that the com-
mission is currently not winning, but said the Second
Circuit’s decision in the Tamoxifen case is still not the
law of the land.

Meier said the problem arises because of competing
objectives of the Hatch-Waxman Act. The act seeks to
provide incentives to brand name drug manufacturers
to innovate while also trying to get generics to market
faster. But reverse payments, he said, clearly do not ad-
dress the second objective.

Griem asked the panelists whether a patent settle-
ment of this type excludes as much competition as a
successful patent suit. Kevin D. McDonald of Jones
Day, Washington, D.C., seized on the question to note
that the settling parties do not know, when they agree
to the reverse payment terms, how the case would come
out. So, he said, a court would be able to assess the dif-
ference only under the assumption that the patent is,
objectively, baseless.

Turning to the issue of replacement drugs, a set of
new panelists argued the issue as part of the ‘‘lifecycle
management’’ of drugs in the pharmaceutical industry.

The panelists focused on the situation surrounding
AstraZeneca’s patents for Prilosec, which were close to
expiring. The company patented Nexium—essentially
the same drug—and began an aggressive campaign to
switch Prilosec users to Nexium. The court granted As-
traZeneca’s motion to dismiss, citing as a key factor
that Prilosec was still available for purchase. Walgreen
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Co. v. AstraZeneca Pharmaceuticals, No. 06-2084
(RWR) (D.D.C. 2/25/08).

Kenneth L. Glazer of the FTC saw this as one indica-
tion of a brand name company’s balancing act: (1) con-
vince the PTO that the new drug represents an innova-
tion; (2) convince the FDA that the new drug is ‘‘not ter-
ribly new’’ and so doesn’t require years of testing; and
(3) convince the market that the new drug is ‘‘new and
improved.’’

However, Glazer admitted that the commission
‘‘hasn’t done anything’’ in this area, noting only that
state agencies have been active.

Inequitable Conduct; Walker Process Standing. The fi-
nal session discussed inequitable conduct by patentees
in the context of the pending patent reform legislation
and in recent cases granting direct customers standing
to bring antitrust claims against companies who fraudu-
lently obtained patents.

The discussion was led by James Toupin, general
counsel for the PTO, who focused on a proposal in the
reform legislation that would require Applicant Quality
Submissions to the PTO during patent prosecution as a
way of ensuring full disclosure by applicants and avoid-
ing inequitable conduct. Toupin affirmed the PTO’s
support for such submissions, but acknowledged the
difficulty in determining what is a ‘‘material’’ omission
in disclosure by the patent applicant that would consti-
tute inequitable conduct.

E. Earle Thompson, chief intellectual property coun-
sel at SanDisk Corp., argued that he simply didn’t know
what the word means any more. If I cite x and x cites y,
he posited, does that mean I’m obligated to examine y?
Where does my obligation end?

Susan A. Creighton of Wilson Sonsini Goodrich &
Rosati, Washington, D.C., led the discussion on changes
in antitrust standing in Walker Process cases, where
the claim is that the patentee fraudulently procured the
patent. Walker Inc. v. Food Machinery, 382 U.S. 172
(1965). Standing in such cases has been limited to com-
petitors of the alleged patentee-monopolist.

Recently, according to Creighton, courts have begun
allowing Walker Process cases to be brought by a pat-
ented product’s direct purchasers, who had been found
to lack the ‘‘reasonable apprehension of suit’’ previ-
ously required to bring such claims.

In one Federal Circuit case, Creighton noted, stand-
ing was granted based on threats made to customers.
Hydril v. Grant Prideco, 474 F.3d 1344, 81 USPQ2d
1507 (Fed. Cir. 2007) (73 PTCJ 365, 2/2/07). However,
while standing was granted in In re Netflix, 506 F. Supp.
2d 308 (N.D. Cal. 2007), the court still dismissed the
claim because of a failure to show that enforcement
caused competitors to exit or not enter the market.

Creighton suggested the next big case to weigh in on
the issue is pending in the Second Circuit. In re DDAVP
Direct Purchaser Antitrust Litigation,, No. 05-cv-2237
(S.D.N.Y. 2006).

The case has ‘‘attracted considerable outside atten-
tion,’’ including a joint amicus from the FTC and the
U.S. Department of Justice’s Antitrust Division. While
offering no opinion on the merits of the case, the regu-
lators insist that ‘‘section 4 [of the Clayton Act] autho-
rizes direct purchasers to sue to recover monopoly
overcharge damages resulting from maintenance of a
monopoly by enforcement of a fraudulently obtained
patent.’’

BY TONY DUTRA
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