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PTAB Deals A Crippling Blow To Sovereign Immunity
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January 3, 2018, 4:37 PM EST

Patent Trial and Appeal Board Chief Judge David Ruschke recently dealt sovereign
immunity a crippling blow.[1] Although Judge Ruschke confirmed that Eleventh
Amendment immunity does apply to sovereign actors, he held that when a
sovereign actor files a patent infringement lawsuit, immunity is waived. [2] Given
that 80 percent of inter partes reviews involve patents in parallel litigation,[3]
Judge Ruschke’s order markedly blunts sovereign immunity strategies.

Judge Ruschke’s opinion was given in an order denying a motion to dismiss for
sovereign immunity. This article (1) describes the background of the parties and
their arguments for and against the motion to dismiss, (2) analyzes the order Desmond
denying the motion to dismiss, and (3) explores the future of sovereign immunity in O'Sullivan
the Patent Trial and Appeal Board (PTAB).

Background

The Regents of the University of Minnesota (“Minnesota”) filed suit in November 2014 against four
Ericsson Inc. customers. Ericsson moved to intervene in that suit and Minnesota did not oppose. On
March 30, 2017, Ericsson filed petitions for inter partes review (IPR) challenging each of Minnesota’s
asserted patents.

In its petitions, Ericsson acknowledged that PTAB panels had found sovereign immunity shields state
actors from IPRs,[4] but argued that Minnesota waived that immunity by asserting the challenged
patents in district court.[5] Ericsson contended that filing patent litigation waives sovereign immunity
with regard to all compulsory counterclaims[6] and that inter partes review is a compulsory
counterclaim.[7] Finally, Ericsson quoted Minnesota in an unrelated case, Reactive Surfaces, where
Minnesota addressed PTAB concerns of “gamesmanship” when a sovereign actor first files a patent
lawsuit: “‘By voluntarily invoking federal jurisdiction in the infringement litigation, the state entity could
be deemed to have waived its sovereign immunity to the IPR process ... . "”[8]

Minnesota’s motion to dismiss argued against waiver with two main points.[9] First, Minnesota
contended that waiver only applies to proceedings in the same forum and that the PTAB and district
court are not the same forum.[10] Second, IPRs are not compulsory counterclaims to a district court
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complaint because IPRs are not pleadings in the district court.[11] Further, Minnesota argued that an
IPR petition was not compulsory here because Ericsson voluntarily intervened in the lawsuit.[12] To
defened its position in Reactive Surfaces regarding state waiver of sovereign immunity, Minnesota
pointed out that it had simply identified the PTAB’s options to curb abuses.[13]

Ericsson responded with case law. In response to Minnesota’s forum argument, Ericson argued that
“[o]nce a state university avails itself of federal district court, it also subjects itself to all mechanisms
available to a defendant to respond to and defend itself against a university’s action.”[14] Ericsson
focused on Vas-Cath, Inc. v. Curators of Univ. of Mo.[15] which found waiver when a state appealed to a
district court (rather than the Federal Circuit) in a state-initiated interference proceeding. In response to
Minnesota’s arguments about compulsory counterclaims, Ericsson argued that waiver is not limited to
compulsory counterclaims[16] and, in the alternative, that IPRs are like compulsory counterclaims.[17]
Ericsson distinguished Minnesota’s cases on the facts[18] and argued that Ericsson’s intervention in the
litigation did not impact the waiver analysis.[19] Finally, Ericsson argued that sovereign immunity should
not apply to IPRs in general.[20]

Minnesota’s reply focused entirely on explaining relevant case law. For Vas-Cath, Minnesota argued that
an appeal of an interference is a “phase of the same proceeding.”[21] Minnesota argued that New
Mexico did not hold that waiver applies to all “foreseeable” actions but that waiver applies to all
“foreseeable aspects of fully resolving the state’s claims.”[22] Minnesota’s argued that IPRs are not
necessary to fully resolve the state’s claims.[23]

Order Denying the Motion to Dismiss

Judge Ruschke’s order denying the motion to dismiss (“the order”) was joined by Deputy Chief Judge
Scott Boalick, Vice Chiefs Jacqueline Wright Bonilla and Scott Weidenfeller, and two original panel
members, Judges Robert Weinschenk and Charles Boudreau.[24] The third original panel member, Judge
Jennifer Bisk, authored a separate opinion concurring in the judgement.[25]

Judge Ruschke began by justifying the expanded panel through the “exceptional nature of the issues
presented”[26] and “to ensure uniformity of the Board’s decisions involving” issues of Eleventh
Amendment immunity.[27] The order then turned to the general question of sovereign immunity before
the PTAB.

Judge Ruschke agreed with prior PTAB decisions finding sovereign immunity applies to IPRs.[28] The
order relied on the U.S. Supreme Court’s finding of sovereign immunity in maritime law and the Federal
Circuit’s finding of sovereign immunity in interference proceedings.[29] Judge Bisk disagreed. In her
concurrence, Judge Bisk argued that sovereign actors cannot invoke immunity in the PTAB because an
IPR is an administrative procedure and not “like a lawsuit.”[30]

Judge Ruschke next turned to sovereign immunity waiver, finding “that the filing of an action in federal
court alleging infringement effectively waives Patent Owner’s Eleventh Amendment immunity
defense.”[31] Judge Ruschke focused his waiver analysis almost entirely on “fairness”: “the rule
governing waiver of immunity by litigation conduct rests on the need to avoid unfairness and
inconsistency, and to prevent a State from selectively using its immunity to achieve a litigation

advantage.”[32]

The order first analogized an IPR petition to the compulsory counterclaims in New Mexico, finding a
patent defendant must file a petition within one year “or be forever barred from doing so.”[33] Chief



Judge Ruschke made clear that he did not find an IPR petition to be a compulsory counterclaim, but
noted that “the rationale [for waiver of a compulsory counterclaim] in New Mexico ... similarly supports
that [Minnesota] waived its Eleventh Amendment immunity as to this proceeding.”[34]

Next, Chief Judge Ruschke observed that Minnesota’s litigation conduct triggered the one-year IPR bar
and then found that Minnesota’s conduct justified waiver.[35] Specifically, “[i]t would be unfair and
inconsistent” if a state could file a patent infringement suit and also “selectively invoke its sovereign
immunity” to bar an inter partes review.[36] The order also found that Minnesota’s statements in
Reactive Surfaces supported waiver, then found Minnesota’s distinguishing arguments to be
unpersuasive: “We fail to see, though, how a State selectively asserting its sovereign immunity to
achieve a litigation advantage for itself, rather than a PAE, is less unfair to a defendant.”[37]

The order then cited case law to support its “fairness” arguments, starting with the Supreme Court: “’An
animating principle of Lapides is that a state should not reap litigation advantages through its selection
of a forum and subsequent assertion of sovereign immunity as a defense.””’[38] Judge Ruschke
distinguished Minnesota’s interpretation of case law, finding that the private party in Minnesota’s cases
“did not suffer any substantial unfairness from [sovereign immunity] because the private party could still
assert the exact same claims in the forum where the State filed its action.”[39]

The Future of Sovereign Immunity in the PTAB

Although the order finds sovereign immunity does apply in the PTAB, waiver is a tough blow for patent
owners seeking shelter behind sovereign immunity. First, the vast majority of IPR petitions come to the
PTAB after an infringement complaint.[40] Second, those patent owners seeking to purchase tribal
sovereign immunity must now accept the possibility of an IPR if the patent owner wants to assert a
patent. In practice, this will severely devalue “immunity for hire” because a patent worth the price of
sovereign immunity is a patent likely headed to litigation.

Although the Ericsson case did not involve “immunity for hire,” the expanded panel did address third
parties sheltering behind sovereign immunity. Minnesota did not explicitly raise a patent assertion
entity (PAE) when explaining its position in Reactive Surface, but Judge Ruschke did: “We fail to see,
though, how a State selectively asserting its sovereign immunity to achieve a litigation advantage for
itself, rather than a PAE, is less unfair to a defendant.”[41] This focus on third parties and fairness seems
to map well to arguments that immunity-for-hire is unfair. [42] Further, given Judge Ruschke’s
statements about fairness and uniformity in the order, we might expect to find a similarly populated
(and predisposed) panel in the motion to dismiss in Mylan v. Allergan to “ensure fairness and
uniformity.” [43]

Although not (yet) precedent, the order is as close as it gets to a binding decision. The order is authored
by Judge Ruschke and cosigned by his deputy chief judge and vice-chief judges. Further, Judge Ruschke
justified the expanded panel by his desire for “uniformity.” It is difficult to see a future panel of Alls
taking an approach at odds with the chief judge, his deputy chief judge and his vice chief judges.

For those seeking to preserve sovereign immunity in the PTAB, the next step is the Federal Circuit. The
order offers fodder for a Minnesota appeal. For one, the order seems to presuppose state actors can
waive sovereign immunity in the PTAB. For example, the order finds that the one-year statutory bar
requires the petitioner to “file now or be forever barred.” Well, if sovereign immunity cannot be waived
by filing a complaint, then the petitioner is already “forever barred” and the one-year statutory bar is
moot. Similarly, the order frequently concludes that allowing a state to avail itself of litigation then



invoke sovereign immunity for IPRs would be “unfair and inconsistent.” But the order never explains
why. Indeed, this same fairness rationale could justify post-litigation waiver in any circumstance.
Further, the PTAB has previously limited itself to statutes to justify avoiding equitable
determinations,[44] but the order sounds like a court in equity, citing “fairness” and “uniformity” in a
policy-centric decision. Although “fairness” considerations appear to be at least consistent with
Supreme Court precedent, such considerations are arguably inconsistent with an administration judge’s
powers.[45]

In conclusion, Judge Ruschke’s opinion has severely curtailed sovereign immunity at the PTAB. For those
patent owners relying on an “immunity for hire” strategy to strengthen litigation positions, the order is
perhaps a fatal blow. Further, the order’s focus on “fairness” portends that the PTAB will not suffer
patent owners licensing their patents to purchase sovereign immunity. But the order fails to answer
some critical questions and raises important questions as to whether the PTAB is even the proper forum
for sovereign immunity issues. The order is likely just round one and the final determination will come
from the Federal Circuit or beyond.
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