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Talk of the Town 

Quotes from Leading Enforcers, Policymakers, and Experts  

on Key Issues in IP and Antitrust 

Acting FTC Chairman Maureen Ohlhausen on the importance of strong patent rights to the 

U.S. economy…  

 

“Today’s patent regime drives a varied, complex, and evolving array of technologies.  The markets 
in which novel products and methods arise are themselves changing.  Of course, there are 
imperfections in how patents execute their mission.  But such complications are no reason to 
abandon the patent system wholesale.  Instead, policymakers should take an economically and 
empirically grounded approach to IP issues.  This view recognizes the many benefits of patent 
protection, while accepting that some revisions may be necessary to promote innovation.” 
 

― Maureen Ohlhausen, Acting Chairman, Federal Trade Commission (FTC), Strong 

Patent Rights, Strong Economy, Hillsdale College, Oct. 13, 2017 

Acting FTC Chairman Maureen Ohlhausen on rejecting a more aggressive approach to 

antitrust enforcement of the digital economy…  

 

“As I have said before, regulators are just people entrusted, temporarily, with the levers of 
government power.  We possess no crystal ball with which we can unerringly see the road ahead, 
and we can be just as wrong about the way the future will unfold as anyone else.  In my time here 
at the FTC, and throughout my career, I have tried to stress the need for regulators to 
acknowledge the limits of their actual knowledge before exercising government power.” 
… 
 
“I believe that antitrust enforcement should always turn on the specific facts of each individual 
case and the likelihood of actual consumer harm.” 
 

― Maureen Ohlhausen, Acting Chairman, Federal Trade Commission (FTC), Remarks 

Before The Global Antitrust Enforcement Symposium, Sept. 12, 2017 

Acting FTC Chairman Maureen Ohlhausen on net neutrality and antitrust enforcement …  

 

“In dynamic, fast-changing industries, case-by-case enforcement better protects consumers and 
promotes innovation because it focuses agency resources on actual consumer injury and doesn’t 
require regulators to predict the future.  The FTC’s case-by-case approach includes principled 
constraints and institutional features that create predictability without rigidity.  And contrary to 
some claims, case-by-case enforcement both corrects past harms and deters future harms.   
As a result, if the FCC were to repeal heavy-handed net neutrality regulations, net neutral practices 
wouldn’t disappear.  Indeed, where consumers desire net neutrality, they’ll get it through market 
competition, facilitated by antitrust and consumer protection law enforced by the FTC, state 
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attorney generals, and private plaintiffs.  And companies will remain free to experiment with 
innovative business models that could benefit consumers.” 
 

― Maureen Ohlhausen, Acting Chairman, FTC, FCC repeals net neutrality, FTC won’t 

leave users unprotected, The Hill, Aug. 30, 2017 
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E-Bulletin Updates 

US Cases 

US Court Denies Qualcomm’s Request to Stop Eleven Parallel Lawsuits  

Apple Inc. v. Qualcomm Incorporated, No. 17-cv-0108 (S.D. Ca. Sept. 7, 2017) 
 
Qualcomm faced another setback in its legal battle with Apple this September, when a California 
court denied the company’s request to stop Apple’s suits in foreign jurisdictions.  Qualcomm 
sought an anti-suit injunction in the case pending before Judge Gonzalo P. Curiel in the U.S. District 
Court for the Southern District of California, arguing that litigation in the United Kingdom, China, 
Japan, and Taiwan was duplicative of the case pending in the United States. 
 
According to Qualcomm, eleven suits Apple brought in foreign courts were part of a single 
licensing dispute.  Qualcomm argued that the core issue in all five jurisdictions was whether 
Qualcomm breached its contractual commitments to license patents on fair, reasonable, and non-
discriminatory (FRAND) terms.  As a result, the dispute would be resolved as a global matter in 
the action pending before the U.S. court. 
 
Qualcomm further argued that Apple’s foreign actions would delay the proceedings in the U.S., 
interfere with the court’s ability to resolve the issues, and could lead to conflicting rulings, making 
it impossible for Qualcomm to comply with the judgments of all the courts involved. 
 
 “Apple’s gamesmanship is tactical,” Qualcomm said in an August brief.  “[I]t is part of an overall 
strategy to put such immense commercial pressure on Qualcomm that Qualcomm will be forced to 
capitulate before it can have its day in court.” 
 
Apple fought back, accusing Qualcomm of asking the court to “assume the role of a global patent 
and competition counsel.”  The iPhone maker said that Qualcomm sought the injunction out of 
convenience, and that the U.S. case would not decide the outcome of Apple’s claims in any of the 
foreign jurisdictions.  Instead, each foreign action involves patents issued in the foreign 
jurisdiction, raising questions under foreign intellectual property, antitrust, and damages law, 
which the U.S. case could not reach. 
 
Responding to Qualcomm’s claim that the case involved a single, worldwide licensing dispute, 
Apple stressed that it had not asked the court to determine whether Qualcomm had complied with 
its worldwide FRAND commitments.  Instead, Apple said that the litigation was limited to specific 
patents, and that it had only requested a FRAND determination for those specific patents if the 
patents were valid, unexhausted, and infringed. 
 
Apple further said that granting the injunction would violate international comity. 
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Apple’s legal disputes with Qualcomm first reached the courts in January, when Apple filed a suit 
in California federal court.  The company’s complaint alleged that Qualcomm’s practice of setting 
licensing fees based on a percentage of the phone’s price violated its obligation to offer Apple a 
license on FRAND terms.  In its January earnings call, Apple’s CEO Tim Cook explained his position 
with an analogy to home furnishing:  “It’s somewhat like buying a sofa, and you charge somebody 
a different price depending upon the price of the house that it goes into.”  Cook went on to explain 
“from our point of view, this doesn’t make sense, and we don’t believe it will pass muster in the 
courts.”  
 
Sources:  
 
Memorandum of Points and Authorities in Support of Qualcomm Incorporated’s Motion for Anti-
Suit Injunction, Apple Inc. v. Qualcomm Incorporated, No. 17-cv-0108 (S.D. Ca. July 14, 2017). 
Apple’s Opposition to Qualcomm Incorporated’s Motion for Anti-Suit Injunction, Apple Inc. v. 
Qualcomm Incorporated, No. 17-cv-0108 (S.D. Ca. Aug. 8, 2017) 
 
Reply in Support of Qualcomm Incorporated’s Motion for Anti-Suit Injunction, Apple Inc. v. 
Qualcomm Incorporated, No. 17-cv-0108 (S.D. Ca. Aug. 15, 2017) 
 
Order Denying Anti-Suit Injunction, Apple Inc. v. Qualcomm Incorporated, No. 17-cv-0108 (S.D. Ca. 
Sept. 7, 2017) 
 
Tiernan Ray, Apple CEO Cook: Qualcomm Pegs its ‘Sofa’ to the Cost of the House, Barrons (Jan. 31, 
2017), http://www.barrons.com/articles/apple-ceo-cook-qualcomm-pegs-its-sofa-to-the-cost-of-
the-house-1485908872 
 
Third Circuit Affirms Lower Court Judgment in favor of GSK in In Re: Wellbutrin XL Antitrust 

Litigation 

 

In Re: Wellbutrin XL Antitrust Litigation Indirect Purchaser Class, 868 F. 3d 132 (3d Cir. 2017) 
 
On August 9, 2017, the Third Circuit ruled in favor of GlaxoSmithKline PLC (GSK) in a case that the 
court described as “l[ying] at the confluence of intellectual property and antitrust law.”  Litigation 
began in 2008, when direct purchasers (e.g., pharmacies) and indirect purchasers (e.g., 
consumers) of Wellbutrin XL alleged that GSK and Biovail Corp. (the patent holder for Wellbutrin) 
prevented generic versions of the drug from entering into the market by initiating sham 
infringement lawsuits, filing a sham FDA petition, and entering into illegal reverse payment 
settlements with generic companies in 2007.  Wellbutrin XL is an extended release formulation of 
Wellbutrin, used to treat major depressive disorders.  Biovail ended up settling with both indirect 
and direct purchasers, but GSK remained in the litigation. 
 
As brief background, through the introduction of the Hatch-Waxman process, Congress sought to 
encourage the manufacture of low-cost generic drugs by offering manufacturers the ability to 
undergo a truncated FDA approval process called an “abbreviated new drug application” (ANDA), 
which establishes that the generic has the same active ingredients and is biologically equivalent to 



Intellectual Property Committee │ ABA Section of Antitrust Law October 2017
 

 

AMERICAN BAR ASSOCIATION      6 
 

the brand-name drug that went through the formal FDA approval process.  In filing the ANDA, the 
generic manufacturer must assure the FDA that the generic will not infringe the patents of the 
brand name manufacturer, and one way to do this is through a “paragraph IV certification” that 
certifies that “any listed, relevant patent ‘is invalid or will not be infringed by the manufacture, 
use, or sale’ of the drug described in the [ANDA].”  Once the generic manufacturer notifies the 
brand-name manufacturer of their paragraph IV certification, the brand-name manufacturer has 
45 days to file an infringement suit against the generic manufacturer, after which the FDA is 
required to withhold approval of the generic drug for 30 months, or until the infringement case is 
resolved (whichever comes first).  Often, to settle these infringement suits, the patentees will pay 
the generic manufacturer a so-called “reverse payment,” addressed in the Supreme Court’s Actavis 
decision.   
 
In this case, pharmaceutical company Anchen was first to file the ANDA in 2004 for a generic 
version of Wellbutrin XL, and GSK/Biovail promptly filed an infringement suit.  A federal court 
held that Anchen did not infringe on GSK/Biovail’s patent, and Biovail appealed to the Federal 
Circuit.  The larger dispute arose when purchasers argued that Anchen (through its partner, Teva 
Pharmaceuticals) was effectively blocked from entering their generic into the market due to 
reverse payment settlements between GSK/Biovail and Anchen in February 2007.  The settlement 
required Anchen/Teva to delay selling the drug until May 30, 2008, unless Anchen first prevailed 
on the appeal of the patent dispute with Biovail.  Additionally, Andrx, another manufacturer, filed 
suits against both GSK and Anchen claiming that Wellbutrin XL violated its own patent; the 
dispute between Anchen and Andrx was ongoing through the other settlement agreements.  
 
After considering the Supreme Court’s Actavis decision, the Eastern District of Pennsylvania made 
several critical rulings in 2015.  It granted GSK’s summary judgment motion, granted GSK’s 
Daubert motion to exclude the testimony of the economic expert hired by the plaintiffs, decertified 
the indirect purchaser class, dismissed the state law claims brought by the indirect purchasers 
that were not the home of a named class representative, and denied a motion by Aetna to 
intervene in the indirect purchaser suit.  Regarding the reverse payments, the court stated that, 
“the Wellbutrin settlement does not present the same antitrust concerns that motivated the court 
in Actavis to subject the settlement to antitrust scrutiny” because “the Wellbutrin settlement 
required the underlying patent litigation to continue, maintaining the risk of a finding of patent 
invalidity or non-infringement[.]” 
 
On appeal, the Third Circuit sided with the lower court on the claims of insufficient evidence and 
did not reach the other issues on appeal.  The court ultimately concluded that the plaintiffs’ 
antitrust claim “fail[ed] because the actions of GSK . . . did not actually cause the [plaintiffs’] 
claimed injury,” meaning that the plaintiffs had no antitrust standing.  Rather, the ongoing patent 
infringement dispute between Anchen and Andrx would have prevented entry and caused the 
claimed injury; the Third Circuit could not assume that Anchen would have prevailed in the 
dispute or would have been able to secure a license from the company enabling it to market a 
generic version of the drug. 
 
The Wellbutrin litigation suggests that plaintiffs must meet a higher bar to establish standing, 
suggesting that plaintiffs must now present evidence that generic manufacturers would not only 
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have prevailed in infringement litigation, but also would have been able to introduce their generic 
drug earlier than permitted under the settlement agreement.  
 
Sources: 

In Re: Wellbutrin XL Antitrust Litigation Indirect Purchaser Class, 868 F. 3d 132 (3d Cir. 2017), 
judgment entered sub nom. In re Wellbutrin XL Antitrust Litig., No. 15-2875, 2017 WL 3529114 
(3d Cir. Aug. 9, 2017) 
 
Emma Cueto, 3rd Circ. Affirms Win for GSK in Wellbutrin Antitrust Case, Law360 (Aug. 9, 2017, 4:33 
PM), https://www.law360.com/articles/952622/3rd-circ-affirms-win-for-gsk-in-wellbutrin-
antitrust-case  
 
Eric Kroh, Wellbutrin Buyers Didn’t Show Harm By GSK, 3rd Circ. Says, Law360 (Aug. 17, 2017, 5:17 
PM), https://www.law360.com/articles/955412/wellbutrin-buyers-didn-t-show-harm-by-gsk-
3rd-circ-says  
 

US Agencies 

Allergan Faces Restasis Patent Challenges 
 
On October 16, 2017, a federal judge in the Eastern District of Texas invalidated four patents for 
Allergan’s eye drop Restasis.  This followed controversy surrounding Allergan’s transfer of those 
patents to the Saint Regis Mohawk Tribe in New York in September 2017.  Allergan paid the 
Mohawk tribe $13.75 million, promising $15 million in annual payments as long as the Restasis 
patents remained valid.  The Mohawk tribe has invoked its sovereign immunity before the Patent 
Trial and Appeal Board (PTAB), arguing that as a sovereign tribe, it cannot be sued without its 
consent unless Congress abrogates its sovereign immunity.   
 
Allergan’s transfer of Restasis patents to the Mohawk tribe angered members of Congress and 
other consumer advocates.  The House Oversight and Government Reform Committee has 
requested information from Allergan about the transfer, and four Democratic senators have urged 
the Senate Judiciary Committee to review the deal.  On October 6, Senator Claire McCaskill of 
Missouri released a draft bill that would prohibit tribes from invoking sovereign immunity in 
PTAB reviews.  The Mohawk tribe argued that the draft bill penalizes tribes while allowing state 
universities and other foreign governments to invoke immunity in the patent review process.  
Other entities, including the University of Florida, have successfully invoked a sovereign immunity 
defense before the PTAB before.   
 
Generic manufacturers such as Mylan Inc. and Teva Pharmaceuticals USA Inc. have also 
complained about the transfer of patents as an attempt to circumvent the introduction of generic 
alternatives to Restasis.  The generic drugmakers argued that the transfer was a sham transaction 
intended to buy six additional years of patent protection for Restasis and “not a genuine purchase 
of intellectual property” by the Mohawk tribe.   
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Senior U.S. Circuit Judge William C. Bryson of the Federal Circuit, sitting by designation in the 
Eastern District of Texas, ruled that Allergan’s transfer of patents to the Mohawk tribe in an effort 
to invoke their tribal sovereign immunity could undermine the entire U.S. patent process.  He 
wrote that “[s]overeign immunity should not be treated as a monetizable commodity that can be 
purchased by private entities as part of a scheme to evade their legal responsibilities.”  Meanwhile, 
the PTAB is still considering the case.  Generic substitutes for Restasis will not be available to 
consumers any time soon, since Allergan intends to appeal Judge Bryson’s decision and the Food 
and Drug Administration has yet to approve generic versions. 
 
Sources: 
 
Katie Thomas, Patents for Restasis Are Invalidated, Opening Door to Generics, The New York Times 
(Oct. 16, 2017), https://www.nytimes.com/2017/10/16/health/allergan-restasis-patent-
.html?_r=0  
 
Matthew Perlman, Allergan Tribal IP Transfer Sparks House Oversight Inquiry, Law360 (Oct. 3, 
2017), https://www.law360.com/competition/articles/970897/allergan-tribal-ip-transfer-
sparks-house-oversight-inquiry  
 
Kat Greene, McCaskill Drafts Bill to Block Tribal Immunity In Patent Review, Law360 (Oct. 6, 2017), 
https://www.law360.com/articles/972079?scroll=1  
 
Dave Simpson, Allergan, Generic Cos. Debate If Tribal Patent Deal Is A “Sham,” Law360 (Oct. 13, 
2017), https://www.law360.com/ip/articles/974540/allergan-generic-cos-debate-if-tribal-
patent-deal-is-a-sham-  
 
Steve Brachmann, Mylan calls Allergan’s patent deal with Indian tribe a “sham” transaction in PTAB 
hearing on sovereign immunity defense, IPWatchdog (Sept. 13, 2017), 
http://www.ipwatchdog.com/2017/09/13/mylan-calls-allergans-patent-deal-st-regis-tribe-
sham-ptab-sovereign-immunity/id=87928/  
 

EU 

EC Delivers Amazon a €250 Million Tax Bill for Violating EU State Aid Rules 
 
On October 4, 2017, the European Commission (EC) ordered Luxembourg to recover €250 million 

from Amazon after concluding that the nation’s tax rulings granted undue tax benefits to the 

company in violation of the European Union’s state aid rules.  

 

The EC’s investigation concerned Luxembourg’s treatment of Amazon EU (an operating company 

that runs Amazon’s European retail business) and Amazon Europe Holding Technologies (a 

holding company responsible for licensing European IP rights to Amazon EU pursuant to an 

agreement with Amazon’s U.S. operations).  
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While Luxembourg taxed the operating company, it did not tax the holding company because of its 

legal form as a limited partnership.  Moreover, Luxembourg issued tax rulings in 2003 and 2011 

that endorsed a method to calculate how annual royalty payments from an operating company to 

a holding company of IP rights would affect the operating company’s taxable base. 

 

According to the EC, Amazon used these tax rulings to unjustifiably reduce its tax burden by 

inflating the royalty payments on its IP licenses.  Specifically, these payments exceeded 90% of the 

operating company’s operating profits and were 1.5 times higher than what the holding company 

paid to Amazon’s U.S. operations.  The EC added that the IP royalty payments at issue did not 

reflect economic reality because they unjustifiably attributed a majority of the operating 

company’s profits to the untaxable holding company.  As a result, the EC concluded that 

Luxembourg’s rulings constituted unlawful state aid because it gave selective tax benefits to 

multinational corporations like Amazon that are not available to others. 

 

This ruling comes on the same day that the EC referred Ireland to the European Court of Justice 

because the nation has failed to collect up to €13 billion in taxes owed by Apple, Inc.  This ruling 

also comes days after the U.S. Internal Revenue Service announced that it will appeal a U.S. Tax 

Court’s decision siding with Amazon regarding the price that it paid for IP licenses from its 

Luxembourg holding company.  The outcome of both cases could affect Amazon’s final tax burden. 

 

While Amazon is considering its legal options on all fronts, the EC’s ruling may have implications 

for other major U.S. technology companies that use similar arrangements to minimize their tax 

burden across their European operations. 

 

Sources: 

Press Release, European Commission, State Aid: Commission Finds Luxembourg Gave Illegal Tax 
Benefits to Amazon Worth Around €250 Million (Oct. 4, 2017), http://europa.eu/rapid/press-
release_IP-17-3701_en.htm 
 
Melissa Lipman, Amazon Hit With €250M Tax Bill By EU Antitrust Watchdog, Law360 (Oct. 4, 
2017), https://www.law360.com/competition/articles/970876/amazon-hit-with-250m-tax-bill-
by-eu-antitrust-watchdog 
 
Molly Moses, Dueling US, EU Tax Claims May Pose Challenge For Amazon, Law360 (Oct. 5, 2017),  
https://www.law360.com/competition/articles/971374/dueling-us-eu-tax-claims-may-pose-
challenge-for-amazon 
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International 

South Korean High Court Rejects Qualcomm Motion to Stay KFTC Judgment 

On September 4, 2017, the Seoul High Court rejected Qualcomm’s appeal to stay the Korean Fair 
Trade Commission (KFTC) judgment against Qualcomm, which found that Qualcomm had engaged 
in monopolistic practices.  The KFTC assessed its largest administrative fine ever, 1.03 trillion 
South Korean Won (approximately $900 million at current exchange rates). 
 
The KFTC’s corrective order, issued in December 2016, objected to Qualcomm’s alleged unfair 
business practices in patent licensing and modem chip sales.  The KFTC ruled that Qualcomm 
abused its dominant market position by forcing handset makers to pay unfair royalties in order to 
purchase modem chips, and by refusing or limiting licensing or its standard essential patents to 
competitors.  In addition to the administrative fine, the KFTC’s order requires Qualcomm to 
negotiate in good faith with its competitors for licensing agreements if requested. 
 
Qualcomm appealed to the Seoul High Court and sought a stay against implementation of those 
requirements pending a substantive review of the order.  The High Court’s decision on   
September 4, 2017 rejected the request for a stay; substantive review of the order will still 
proceed in the coming months.  The High Court held that Qualcomm had failed to carry its burden 
to justify a stay, as the company would not suffer irreparable harm if the order took effect while 
the substantive appeal is pending. 
 
Qualcomm’s battle with the KFTC is just one of many governmental investigations that the 
chipmaker has faced in recent years and continues to face worldwide.  Qualcomm has also been 
assessed fines in China and Europe for the same general conduct, and the United States Federal 
Trade Commission currently has a suit pending against Qualcomm in the Northern District of 
California. 
 

Sources: 

Mike Freeman, South Korean court rejects Qualcomm’s antitrust challenge, The San Diego 
Tribute (Sept. 5, 2017), 
http://www.sandiegouniontribune.com/business/technology/sd-fi-qualcomm-korea-
20170905-story.html  
 
Se Young Lee and Stephen Nellis, South Korea fines Qualcomm $854 million for violating 
competition laws, Reuters (Dec. 27, 2016), https://www.reuters.com/article/us-
qualcomm-antitrust/south-korea-fines-qualcomm-854-million-for-violating-
competition-laws-idUSKBN14H062 
 
Press Release, Qualcomm, Qualcomm Responds to Announcement by Korea Fair Trade 
Commission, Qualcomm.com (Dec. 27, 2016), 
https://www.qualcomm.com/news/releases/2016/12/27/qualcomm-responds-
announcement-korea-fair-trade-commission  
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Press Release, Qualcomm, Qualcomm Stay Appeal Denied by Seoul High Court on Absence 
of Irreparable Harm; Appeal to Seoul High Court on Merits of the Case to Proceed, 
Qualcomm.com (Sept. 4, 2016), 
https://www.qualcomm.com/news/releases/2017/09/04/qualcomm-stay-appeal-
denied-seoul-high-court-absence-irreparable-harm  
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The European Commission’s Draft 

Communication on Standard Essential 

Patents: 

A Useful Roadmap or a Dark Alley? 
 

Paul Lugard and Sohra Askaryar1 
I. Introduction 

On 10 April 2017, the European Commission’s Directorate-General for Internal 
Market, Industry, Entrepreneurship and SMEs (“DG Grow”) launched a public consultation 
on its roadmap for “Standard Essential Patents for a European digitalized economy” with 
the aim of supporting the dissemination of digital technologies that are the foundation of 
the European Digital Single Market (“DSM”), in particular the 5G mobile 
telecommunications standard (“5G”) and other technologies related to the Internet of 
Things (“IoT”).2   

The European Commission takes the view that the benefits of 5G and IoT for 
businesses, citizens and public authorities risk being delayed due to uncertainty regarding 
the delineation, licensing and enforcement of standard essential patents (“SEPs”).  

Since launching the consultation, the European Commission has worked behind the 
scenes on a draft communication intended to facilitate access to IoT and 5G technologies. 
By its nature, the communication will not in and of itself have binding effects. Importantly 
however, once published, the communication is nonetheless likely to have a significant 
impact on current SEP licensing practices, in particular on (i) licensors’ discretion to 
reserve IP licenses to implementers at a particular level of the production chain and (ii) 
the scope for differential royalty rates and other licensing terms, depending on the use of 
the technology at issue and the value it adds to the functionality of the final product. It is in 
these areas that the policy initiative of DG Grow encroaches on the competence of DG 
COMP.3   

It is not surprising that these issues have sparked a fierce debate between parties 
who are concerned that these measures may erode the value of IP rights and innovation 
and others, particularly manufacturers of internet-connected devices, who seek to bring 
down the cost of the use of technology. In one of its drafts of the Communication, the 
Commission itself acknowledges that the economic stakes are high by referring to research 

                                                
1 Paul Lugard is a partner with Baker Botts LLP (Brussels). Sohra Askaryar is an associate with Baker Botts LLP 
(Brussels). 

2 See https://ec.europa.eu/info/law/better-regulation/initiatives/ares-2017-1906931_en.  

3 The draft Communication is subject to inter-service consultations. This includes the Directorate General for 
Competition.  
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showing that the royalty income for 2G, 3G and 4G technology is approximately EUR 18 
billion per year.4  

The draft communication, which is currently still confidential and subject to further 
internal discussions with European Commission services and stakeholders, may be 
published by the end of 2017.   

DG Grow is the directorate general within the European Commission that is 
responsible for developing and carrying out the Commission’s policies to eliminate 
barriers to intra-EU trade and foster a single European market.  To achieve these goals, DG 
Grow has delivered some 35 legislative proposals and policy initiatives as announced in its 
“Digital Single Market”-strategy, such as Regulation (EU) No 1025/2012 on European 
standardization and Directive 2004/48/EC on the enforcement of IP rights.5  In 2016 the 
Commission also published a Communication on Digitizing European Industry and a 
Communication on ICT standardization priorities for the Digital Single Market.6  

The Commission’s initiative aims at paving the way for 5G and the IoT, in particular 
by increasing transparency for implementers and simplifying the licensing process of SEPs.  
Indeed, the European Commission notes that “[t]he ability of IoT devices to work together 
is crucial to maximise the full economic benefit of IoT applications. Without interoperability, 
40% of the potential benefits on offer will not be reaped.” It adds that “[t]o promote the roll 
out of 5G and IoT, the licensing and enforcement of patents essential to ICT standards need 
both to be balanced, predictable and to facilitate access to the technology while preserving 
its fair value.” This is all the more important, because, as the European Commission 
observes, the potential economic impact of IoT applications in devices for humans, homes, 
offices, factories, work sites, retail environments, cities and vehicles, is estimated at up to 
EUR 10.4 trillion per year in 2025 in developed countries.7  

As such, the European Commission’s policy aim to promote 5G and IoT is 
commendable.  However, as further discussed below, the suggested approach and the 
potentially far-reaching implications for licensing SEPs may lack rigorous empirical 
support, are at times not well substantiated, do not sit well with the ruling of the EU Courts 
in Huawei / ZTE and subsequent national European court judgments applying that ruling 
and may, as a consequence, miss the mark.  

                                                
4 Transparency, Predictability and Efficiency of SSO-based Standardization and SEP Licensing, A Report for the 
European Union, Charles River Associates (2016), available at http://ec.europa.eu/growth/content/study-
transparency-predictability-and-efficiency-sso-based-standardization-and-sep-0_en 

5 See generally on the Digital Single Market http://ec.europa.eu/growth/single-market/digital_en 

6 See, respectively, http://ec.europa.eu/transparency/regdoc/rep/1/2016/EN/1-2016-180-EN-F1-1.PDF. and 
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52016DC0176. 

7 Unlocking the potential of the Internet of Things, McKinsey & Company (2015), available at 
https://www.mckinsey.com/business-functions/digital-mckinsey/our-insights/the-internet-of-things-the-value-of-
digitizing-the-physical-world. 
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The European Commission’s initiative was introduced less than two years after the 
2015 landmark judgment of the Court of Justice of the EU (“CJEU”) on a dispute between 
Huawei Technologies and ZTE.8  

In Huawei/ZTE the CJEU was called upon to decide when SEP-owners may seek 
injunctions against alleged infringers, without violating EU competition law. It held that 
the proprietor of a patent essential to a standard established by a standardization body 
that has given an undertaking to that body to grant a license to third parties on fair, 
reasonable and non-discriminatory (“FRAND”) terms, does not abuse its dominant 
position, within the meaning of Article 102 TFEU, by bringing an action for infringement 
seeking an injunction prohibiting the infringement of its patent or seeking the recall of 
products for the manufacture of which that patent has been used, as long as the alleged 
infringer cannot be deemed a “willing licensee”. The CJEU set out a relatively detailed 
framework to establish whether an infringer has expressed its willingness to enter into a 
license agreement on FRAND terms.  

The Huawei/ZTE judgment has been widely commented upon and is generally 
considered a useful framework for national European courts when asked to rule on FRAND 
disputes.9  

One important implication of the Huawei/ZTE judgment is that it does not curtail 
national courts’ discretion to determine whether an offer or counter-offer made during 
license negotiations is a FRAND offer; this determination is left to the courts adjudicating 
FRAND disputes. Significantly, during the past two years, national courts, armed with the 
Huawei/ZTE ruling, have ruled on FRAND disputes, seemingly without any significant 
difficulties and have, on a number of occasions, determined whether licensing offers or 
counter-offers were in line with FRAND principles.10       

As a consequence, a number of stakeholders believe that an action by the 
Commission to further define the notion of FRAND is not required and submit that, on the 
contrary, any position taken by the European Commission may chill legitimate SEP 
licensing negotiations and facilitate strategic infringement, hold-out and sub-FRAND rates, 
especially if the Commission would fail to strike an appropriate balance between the 
interests of technology users and SEP owners. 

However, this is not how the European Commission sees it. The European 
Commission takes the view that the “framework is still very incomplete, with many 

                                                
8 Case C-170/13, Huawei Technologies Co. Ltd v ZTE Corp. and ZTE Deutschland GmbH, available at 
http://curia.europa.eu 

9 See for example Brankin and others, Huawei / ZTE: Towards a More Demanding Standard of Abuse in Essential 
Patent Cases, Journal of European Competition Law & Practice, Vol. 7, Issue 8 (2016). 

10 At the time of writing this contribution, European national courts have applied the Huawei / ZTE judgment in 
approximately 30 cases. See Lugard and Owa, Enforcing SEPs in the Wake of Huawei /ZTE, Intellectual Property 
Magazine (2016).  See also UK High Court of Justice (Patents) in Unwired Planet v. Huawei ([2017] EWHC 711 (Pat), 5 
Apr. 2017].  
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uncertainties and open questions” and believes that “further referrals to the Court are to be 
expected.”  While it does acknowledge that the enforcement framework may give rise to 
delaying tactics by potential infringers, it notes that “the enforcement uncertainty .. leaves 
room for aggressive licensing practices which exploit and thrive in such a situation of legal 
uncertainty”, while “[h]igh litigation costs and long procedures .. have the potential of 
deterring IoT businesses from entering the SEP space.”  

In one of its more recent drafts of the Communication, the European Commission 
painted an even darker picture and added that “[t]here is no prospect of progress. 
Stakeholders are deeply entrenched in diametrically opposed positions and demands,” while 
[i]ndustry initiatives are fragmented, do not have tangible impacts on the market, and do not 
allow for a holistic perspective on the on the entire SEP licensing environment.” In addition, 
according to the European Commission, the standardization of 5G and IoT is a global issue 
and non-EU countries either already have, or are in the process of developing, strong 
initiatives on SEPs licensing; “[t]he lack of an EU position on this important topic could thus 
leave the EU behind, or in the hands of its main competitors.”    

II. The European Commission’s initiative 

In its April 2017 consultation paper, the Commission identified three main areas of 
concern, (i) lack of transparency for implementers regarding their exposure to SEPs; (ii) 
unclear valuation of patented technologies and the definition of FRAND rates, and (iii) lack 
of certainty and predictability regarding the enforcement of IP rights.11 The draft 
Communication seeks to provide guidance on these three topics.  

A. Increased transparency on SEPs exposure 

The European Commission notes that information on the existence, scope and 
relevance of SEPs is vital for fair licensing negotiations and to allow potential users of the 
standards to identify their exposure to SEPs.  Standard Development Organizations 
(“SDOs”) are typically the first source of information for implementers. However, the 
European Commission inter alia observes that the information gathered and published by 
SDOs “is in its majority opaque and relies on declaration databases maintained by SDOs,” 
while patent declarations are based on self-assessment by the patent-holder and not 
subject to any scrutiny as to the essentiality of the declared patent as the standard 
negotiations evolve.12  

                                                
11 The European Commission had already identified these concerns in its April 2016 Communication on 
Standardisation Priorities for the Digital Market, available at https://ec.europa.eu/digital-single-
market/en/news/communication-ict-standardisation-priorities-digital-single-market 

12 In this respect the Commission refers to studies suggesting that only between 10 and 50% of declared patents are 
essential. See in particular, note 4 above and Landscaping study on Standard Essential Patents (SEPs), IPLytics (2016), 
available at http://ec.europa.eu/DocsRoom/documents/20741 
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To enhance the transparency with regard to the existence and scope of SEPs, the 
Commission suggests a number of measures.  

First, existing SDO data collections should be made more easily accessible and user-
friendly and be fully searchable, with links to patent office databases, including updates of 
patent status, ownership and transfers. SDOs should also enforce SDO declaration policy, 
with “zero tolerance” for incomplete declarations. 

Second, patent declarations should no longer only support the standard-
development process, but should be re-structured to also facilitate licensing negotiations. 
This implies a shift from the current perspective and purpose of declarations and 
databases to creating transparency tools for technology users. Accordingly, the 
Commission appears to take the view that  the current approach particularly focuses on 
creating information for standard developers, for example to understand the scope of 
patent claims, In the Commission’s view the SDO declaration process should more directly 
facilitate licensing negotiations between SEP holders and potential licensees.   

This would imply that patent declarations be kept up-to-date and be more precise. 
For instance, right holders should provide significantly more information, in particular 
relating to relevant sections of the (draft) standard to which the declared patent applies 
and relevant patent litigation. In addition, the Commission notes that there is a need for 
more rigorous independent scrutiny of essentiality. In this respect, the Commission notes 
that SDOs may consider charging fees for confirming patent declarations after standard 
release and patent grants. It also suggests that patent offices are well placed to conduct 
essentiality checks.  

B. General principles for FRAND licensing terms for SEPs 

A significant part of the Commission’s initiative concentrates on principles for 
FRAND licensing terms for SEPs, in particular valuation principles for essential 
technologies, differential licensing terms depending on the use of the technology, and the 
level in the value chain where technology is licensed. Obviously, it is this part of the draft 
Communication that may have the most significant impact on FRAND negotiations and 
licenses and is most hotly debated.  

As a general matter, the Commission seems of the opinion that there is a “completely 
open and aggressive debate on elementary features of FRAND terms”, which has left the 
concept “without contours and eliminated any degree of predictability.” This, coupled with 
reports that claim that SMEs in particular would be unable to develop reliable business 
cases for the IoT market and therefore are said to be refraining from endorsing 
standardized mobile connectivity solutions, leads the Commission to the conclusion that 
more predictability in the form of “key signposts” for the valuation and pricing of 
technology is necessary. This is despite the fact that the parties are best placed to arrive 
through good-faith negotiations at a common understanding of what is a fair rate.  
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While noting that a range of values can comply with FRAND terms and conditions 
and that the Commission’s Guidelines on horizontal agreements refer to a variety of 
methodologies to establish FRAND rates, the Commission observes that the methodology 
used does not in itself determine whether a royalty rate is FRAND.13 It does however take 
the view that the value of the technology must be determined on an ex ante basis, i.e. before 
the technology is included in the standard. In addition, according to the Commission, SEP 
owners must take account of the aggregate royalty rate for standard-compliant products.14    

As things stood around Summer 2017, the Commission nonetheless appeared to be 
sympathetic to the need of licensors to offer differentiating royalty rates, depending on the 
functionality or performance that the technology offers to a concrete application and the 
relationship with the main function of the device. This suggests that different licensing 
terms for, for example, automotive applications and household devices would not a priori 
be objectionable.   

In contrast, the draft took an extreme position with regard to the discretion of 
licensors to determine the level in the value chain where the technology is licensed and 
suggested that SEPs are to be licensed to all parties as long as “they can honor the principle 
of possible use case differentiation in licensing terms.”  

At minimum, this opaque wording suggests a significant limitation on the discretion 
of licensors to decide which level of the production chain is licensed; at most, it suggests 
that any implementer, regardless at which level of the chain it operates, can request a 
license for the SEPs involved. In essence, this would come down to a “license for all” system, 
which - even if one would be sympathetic to such an approach - would constitute a radical 
change compared to many current licensing models and enforcement policy.  

To support this approach, the Commission refers to (i) non-ICT sectors which are 
expanding into IoT applications and where component-level licensing is efficient, because 
it would limit the need for manufacturers of complex end products to engage in multiple 
licensing negotiations, (ii) claims that component manufacturers such as chipmakers have 
a right to obtain a SEP license and (iii) the Commission’s own horizontal Guidelines that 
refer to IP policies of SDOs that mandate that licenses are offered to “all third parties” on 
FRAND terms.15    

                                                
13 Guidelines on the applicability of Article 101 of the Treaty on the Functioning of the European Union to horizontal 
co-operation agreements, paragraphs 289 et seq.  

14 The implication of such an approach would be a cap on the royalty rate if the total aggregate price of all SEPs would 
exceed a certain amount, but it is unclear by which standards the Commission wants this to happen, and what the 
practical consequences of such rule would be.  

15 See Horizontal Guidelines, note 12 above, paragraph 285 (“In order to ensure effective access to the standard, the IPR 
policy would need to require participants wishing to have their IPR included in the standard to provide an irrevocable 
commitment in writing to offer to license their essential IPR to all third parties on fair, reasonable and non-
discriminatory terms (‘FRAND commitment’).  ...”). 
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C. A predictable enforcement environment for SEPs  

The Commission is of the view that uncertainties in the enforcement system may 
have a significant chilling effect for implementers when considering entering into new 
markets that require the use of SEPs and it recognizes that the CJEU’s Huawei/ZTE 
judgment provides a framework for SEP holders and implementers for the enforcement of 
SEPs and the use of injunctions.  

However, having observed that injunctive relief should remain an effective means 
to protect SEP holders against infringers unwilling to conclude a license on FRAND terms, 
the Commission notes that the application in practice of the requirements set out by the 
CJEU are subject to “abundant and iterative” jurisprudence at national level, evidencing the 
need for additional guidance. In this respect the Commission states, for instance, that the 
permitted time for alleged infringers to submit a counter-offer to the SEP holder (and the 
quality and detail of that offer) is a function of the information that is already readily 
available for implementers with, e.g., SDOs and that the requirement to provide security to 
the SEP owner should not threaten the economic viability of the SEP user. In addition, the 
Commission considers that an implementer’s unwillingness to subject a FRAND dispute to 
a third party (i.e., an arbitrator or court) shall be taken into account when assessing the 
willingness of a SEP user to enter into a FRAND license. Interestingly, the Commission is 
also of the view that the defence against injunctive relief should be available to any party 
in the value chain who is willing to take a license on FRAND terms and fulfilling the Huawei 
requirements even if not being sued directly by the SEP holder. Finally, the Commission 
warns that the availability of injunctive relief is subject to proportionality and public-
interest considerations. According to the Commission, the relative relevance of the 
disputed technology for the application in question and vital public interests should enter 
into this consideration.         

Significantly, the Commission acknowledges that portfolio licensing is compatible 
with FRAND, provided that the portfolio is limited to all SEPs that a licensee needs to 
manufacture a standard-compliant product. Bundling of non-SEPs is permitted, as long as 
SEP holders do not force licenses to those patents on licensees.  

The draft Communication devotes a separate, small section to non-practicing 
entities (“NPEs”), but does not express particular concerns with regard to the 
dissemination of IoT technology, as there appear to be sufficient safeguards under the 
future United Patent Court to protect against harmful effects of those entities.  

The Commission notes that alternative dispute resolutions are an effective means 
to resolve SEP disputes that it will actively seek to promote.   

Finally, the Commission intends to work with stakeholders, open source 
communities and SDOs to improve the interaction between open source and 
standardization, including funding.   

 



Intellectual Property Committee │ ABA Section of Antitrust Law October 2017
 

 

AMERICAN BAR ASSOCIATION      19 
 

III. Concluding comments  

It is hard to dispute the general notion that European Commission’s policy 
initiatives may be conducive to the dissemination of 5G and IoT technologies and may 
benefit IP holders, implementers and consumers. For instance, easier access to information 
regarding SEPs that are potentially implicated in the manufacture of standard-compliant 
products may facilitate licensing negotiations and have a positive effect on market entry 
by new players offering connected devices. However, there are legitimate questions 
regarding the nature and magnitude of the observed problems encountered by 
implementers and new entrants to the market and, as a result, the necessity and 
proportionality of the proposed measures. For example, does the perceived lack of 
information regarding relevant SEPs really necessitate major reforms to SDO policies and 
an overhaul of the system of SEP declarations and essentiality reviews, both of which will 
involve very significant investments? And will such reforms be sensitive to the increasing 
problem of hold-out problems?    

The draft Communication incorporates a somewhat peculiar mix of elements and 
suggestions for regulatory action aimed at stimulating the establishment of the Digital 
Single Market, together with topics relating to FRAND licensing terms, which are 
intrinsically linked to the application of the European competition rules.  

The European Commission’s interpretation and discussion of Huawei/ZTE 
requirements, such as the timing of counter offers by alleged infringers and the availability 
of injunctive relief for IP owners in relation to component manufacturers who are willing 
to take a FRAND license, may to some extent be useful as it clarifies the European 
Commission’s enforcement intentions. This also applies to the observation that royalty 
rates may differ, depending on the additional value that the licensed technology adds to a 
particular device.  

However, unfortunately, the draft Communication seems to display a lack of insight 
into the operation of SEP licensing models, the practical effects of a mandatory or 
recommended “license to all” regime and fails to fully appreciate rules on patent rights 
exhaustion. Any such recommendation (or even preference) would require a thorough, 
objective, comprehensive effect analysis and at least prima facie evidence of structural 
anti-competitive conduct. These requirements are not met here. Instead, the views 
expressed in the draft Communication appear to be based on ill-substantiated suggestions 
that there is a “complete lack of predictability,” that in some other sectors component-based 
licensing takes place and, finally, on an incorrect interpretation of the European 
Commission’s Horizontal Guidelines that IPR policies of SDOs would need to require 
assurances from IP owners that their SEPs will be offered to “all third parties” on FRAND 
terms.16  

                                                
16 See footnote 15 above.  Paragraph 285 is directed to SDOs. Its objective is to ensure that the technology protected 
by SEPs is disseminated.  
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As a result, there is a significant risk that this important policy initiative will miss 
the mark. Sadly, however, even if the draft Communication would be significantly 
improved upon, it may still negatively affect FRAND licensing discussions and, as a 
consequence, hamper the dissemination of valuable technology. Ironically, this is precisely 
the opposite result of what the European Commission hopes to accomplish. 

The European Commission’s draft Communication on Standard Essential Patents for 
a European digitalized economy is work in progress and includes a number of valuable 
suggestions. However, it requires significantly more reflection and consultation in the 
coming months before the European Commission may confidently claim that it will not lead 
the business community and other stakeholders into a dark alley, but provide it with a 
useful roadmap.     

Finally, although led by DG GROW, the consultation is a broad inter-services process 
in which DG COMP appears to be playing a key role. Hence, along with the fact that the 
Commission itself acknowledges that standardization of 5G and IoT is a global issue, the 
consultation should not be confined to Brussels-centric discussions, but should also 
include reputable competition enforcement agencies outside Europe, in particular the US 
Department of Justice and the Federal Trade Commission, to ensure consistency across 
jurisdictions in the analysis and treatment of 5G and IoT-related licensing arrangements.      
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Proposed Legislative Amendments to Patent 

Eligible Subject Matter under 35 U.S.C. § 101 
 

Christa Brown-Sanford, Johnson Kuncheria, and Casey Shomaker1 
 

I. Introduction 

More than three years after the Supreme Court’s decisions in Mayo2 and Alice,3 
courts and the United States Patent and Trademark Office (“USPTO”) continue to struggle 
with determining what is patent eligible subject matter.  Even though the Supreme Court 
has interpreted Section 101 of the Patent Act very broadly to include “anything under the 
sun that is made by man,” 4 its decisions in Mayo and Alice arguably expand the breadth of 
patent-ineligible concepts.5   

 
The Supreme Court has acknowledged for more than 150 years that Section 101 

“contains an important implicit exception: [l]aws of nature, natural phenomena, and 
abstract ideas are not patentable.”6  The two-step framework established by the Supreme 
Court distinguishes patent-ineligible concepts—i.e., laws of nature, natural phenomena, 
and abstract ideas—from patent-eligible applications of those concepts.7  In the first step, 
the court “determine[s] whether the claims at issue are directed to patent-ineligible 
concepts.”8  If so, in the second step, the court searches for an  “‘inventive concept’—i.e., an 
element or combination of elements that is sufficient to ensure that the patent in practice 
amounts to significantly more than a patent upon the ineligible concept itself.”9   For 
example, a claimed solution of retaining website visitors on a host website by the causing 
a hyperlink to a third-party on the host website to generate and direct the visitor to a 
hybrid webpage that provides information from the third while retaining the host 
website’s “look and feel,” was held be an inventive concept.10  At its core, § 101 prohibits 

                                                
1 Christa Brown-Sanford is a Partner in the IP Section of Baker Botts.  Johnson Kuncheria is a Senior Associate also in 
the IP Section of Baker Botts.  Casey Shomaker is a 2018 J.D. candidate at the University of Texas at Austin.   

2 Mayo Collaborative Servs. v. Prometheus Labs., Inc., 132 S. Ct. 1289 (2012). 

3 Alice Corp. Pty. Ltd. v. CLS Bank Int’l, 134 S. Ct. 2347 (2014). 

4 Diamond v. Chakrabarty, 447 U.S. 303, 309 (1980). 

5 This article focuses on the implications of proposed legislative amendments to Section 101 on computer-implemented 
inventions. 

6 Alice, 134 S. Ct. at 2354. 

7 Id. at 2355. 

8 Id. 

9 Id. 

10 See DDR Holdings, LLC v. Hotels.com, L.P., 773 F.3d 1245, 1256–59 (Fed. Cir. 2014). 
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patenting “building blocks of human ingenuity,” because doing so would “risk 
disproportionately tying up the use of the underlying ideas.”11 

 
Although the Federal Circuit has issued a handful of decisions that provide factual 

scenarios where patent-eligible subject matter may exist,12 several prominent intellectual 
property (“IP”) organizations have responded to the challenges many face in applying the 
two-step Alice framework with proposed legislation aimed at providing increased clarity 
and predictability to the U.S. patent system.  For example, as discussed below, the following 
three IP organizations have proposed legislation to clarify the scope and exceptions to 
patent eligible subject matter: The Intellectual Property Owners Association (“IPO”); the 
American Intellectual Property Law Association (“AIPLA”); and the American Bar 
Association Section of Intellectual Property Law (“ABA-IPL Section”). 

 
I. Proposed Legislative Amendments to Section 101  

To streamline patent eligibility determinations, the IPO, AIPLA, and ABA-IPL 
Section have offered the following proposed amendments to 35 U.S.C. § 101.  

 
 The IPO proposes the following statute:  
 

101(a) ELIGIBLE SUBJECT MATTER 
Whoever invents or discovers, and claims as an invention, any useful 
process, machine, manufacture, composition of matter, or any useful 
improvement thereto, shall be entitled to a patent for a claimed 
invention thereof, subject only to the exceptions, conditions, and 
requirements set forth in this Title. 
101(b) SOLE EXCEPTION TO SUBJECT MATTER ELIGIBILITY 
A claimed invention is ineligible under subsection (a) if and only if the 
claimed invention as a whole, as understood by a person having 
ordinary skill in the art to which the claimed invention pertains, exists 
in nature independently of and prior to any human activity, or exists 
solely in the human mind. 

                                                
11 Alice, 134 S. Ct. at 2354. 

12 See e.g., Thales Visionix Inc. v. United States, 850 F.3d 1343, 1346–49 (Fed. Cir. 2017) (holding claims related to inertial 
motion tracking relative to a moving platform were patent-eligible); Trading Techs. Int’l, Inc. v. CQG, Inc., 675 Fed. App’x 
1001, 1004–05 (Fed. Cir. 2017) (finding graphical user interface that presented a static price index to be patent-
eligible); Amdocs (Israel) Ltd. v. Opnet Telecom, Inc., 841 F.3d 1288,1300–02 (Fed. Cir. 2016) (finding claims directed to 
enhancing a network accounting record in a distributed fashion to be patent-eligible); McRO Inc. v. Bandai Namco Games 
Am., 837 F.3d 1299, 1311–16 (Fed. Cir. 2016) (finding claims to automated animation of lip synchronization and facial 
expressions for animated characters to be patent eligible); Bascom Global Internet v. AT&T Mobility LLC, 827 F.3d 1341, 
1350 (Fed. Cir. 2016) (reasoning that even though filtering Internet content is an abstract idea, “an inventive concept 
can be found in the ordered combination of claim limitations . . . .”); Enfish, LLC v. Microsoft Corp., 822 F.3d 1327,1334–
36 (Fed. Cir. 2016) (finding claims directed to a self-referential table to be patent-eligible); DDR Holdings, 773 F.3d at 
1256–57 (Fed. Cir. 2014) (finding claims directed to solving problem of retaining website visitors to be “necessarily 
rooted in computer technology in order to overcome a problem specifically arising in the realm of computer 
networks.”).   
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101(c) SOLE ELIGIBILITY STANDARD 
The eligibility of a claimed invention under subsections (a) and (b) 
shall be determined without regard as to the requirements or 
conditions of sections 102, 103, and 112 of this Title, the manner in 
which the claimed invention was made or discovered, or the claimed 
invention’s inventive concept.13 
 

 The AIPLA proposes the following statute:  
 

(a) Eligible Subject Matter.—Whoever invents or discovers any useful 
process, machine, manufacture, composition of matter, or any useful 
improvement thereof, shall be entitled to a patent therefor, subject only 
to the conditions and requirements set forth in this title. 
(b) Sole Exceptions to Subject Matter Eligibility.—A claimed 
invention is ineligible under subsection (a) only if the claimed 
invention as a whole exists in nature independent of and prior to any 
human activity, or can be performed solely in the human mind. 
(c) Sole Eligibility Standard.—The eligibility of a claimed invention 
under subsections (a) and (b) shall be determined without regard to 
the requirements or conditions of sections 102, 103, and 112 of this 
title, the manner in which the claimed invention was made or 
discovered, or whether the claimed invention includes an inventive 
concept.14 
 

 Finally, the ABA-IPL Section proposes the following statute: 
 

(a)  Eligible Subject Matter. —Whoever invents or discovers any 
useful process, machine, manufacture, or composition of matter, or any 
useful improvement thereof, shall be entitled to obtain a patent on such 
invention or discovery, absent a finding that one or more conditions or 
requirements under this title have not been met. 
(b) Exception.—A claim for a useful process, machine, manufacture, or 
composition of matter, or any useful improvement thereof, may be 
denied eligibility under this section 101 on the ground that the scope 
of the exclusive rights under such a claim would preempt the use by 
others of all practical applications of a law of nature, natural 
phenomenon, or abstract idea. Patent eligibility under this section shall 
not be negated when a practical application of a law of nature, natural 
phenomenon, or abstract idea is the subject matter of the claims upon 

                                                
13  Proposed Amendments to Patent Eligible Subject Matter Under 25 U.S.C. § 101, February 7, 2017, available at 
http://www.ipo.org/wp-content/uploads/2017/02/20170207_IPO-101-TF-Proposed-Amendments-and-Report.pdf. 

14  AIPLA Legislative Proposal and Report on Patent Eligible Subject Matter, May 12, 2017, available at 
http://www.aipla.org/resources2/reports/2017AIPLADirect/Documents/AIPLA%20Report%20on%20101%20Refo
rm-5-19-17-Errata.pdf. 
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consideration of those claims as a whole, whereby each and every 
limitation of the claims shall be fully considered and none ignored. 
Eligibility under this section 101 shall not be negated based on 
considerations of patentability as defined in Sections 102, 103 and 112, 
including whether the claims in whole or in part define an inventive 
concept.15 

Section 101(a) of all three proposals retain certain important underpinnings of 
current § 101 jurisprudence.  For example, all three proposals identify the same four 
patent-eligible subject matter categories (i.e., process, machine, manufacture, and 
composition of matter) and permit patents on improvements of those categories.  Similarly, 
all proposals maintain the utility requirement of §101 that requires that an invention be 
“useful.”   

 
In contrast to present day § 101, however, the three proposals eliminate the 

requirement that the invention be “new.”  By striking the word “new,” the proposals 
confirm that questions regarding novelty are wholly inappropriate in the context of 
assessing patent eligible subject matter, and instead are reserved to other sections of the 
Patent Act, such as § 102. To foreclose any ambiguity, all three proposals go a step further 
to (1) explicitly abrogate the second step of the two-step Alice framework that searches for 
an “inventive concept” that provides “something more”; and (2) forbid the use of any 
considerations of patentability found in other sections of the Patent Act—namely, Sections 
102, 103, and 112.16  This change would revert § 101 to its prior role as a coarse filter for 
patentability, and relegate the heavy lifting on patentability to other substantive sections 
of the Patent Act. 

 
The three proposals also replace the discretionary language of § 101 stating that 

patent applicants “may obtain a patent” subject to the requirements and conditions of 
patentability in the Patent Act, with compulsory language stating that patent applicants 
“shall be entitled to” a patent upon meeting those requirements and conditions.  In other 
words, the proposals dispel any suggestion that the courts or the Patent Office have any 
discretion in granting or upholding patents when all statutory requirements and 
conditions are satisfied.  Likewise, all three proposals clarify that the conditions and 
requirements of patentability as set forth in the patent statute are the only conditions and 
requirements of patentability, thereby barring the courts from crafting new judicial 
exceptions to patent eligibility beyond those explicitly provided by statute.17  

 
All three proposals require that claimed inventions be examined as a whole, thereby 

prohibiting the courts or the Patent Office from distilling what the invention is “directed 
to,” rather than focusing on the claim language.  This change also ensures that claim 

                                                
15  Supplemental Comments Related to Patent Subject Matter Eligibility, March 28, 2017, available at 
https://www.americanbar.org/content/dam/aba/administrative/intellectual_property_law/advocacy/advocacy-
20170328-comments.authcheckdam.pdf. 

16 See IPO § 101(c), AIPLA § 101 (c), and ABA-IPL Section § 101(b). 

17 See IPO § 101(a), AIPLA § 101 (a), and ABA-IPL Section § 101(a). 
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limitations are not ignored and that individual limitations are not dissected as narrow 
examples of abstract ideas.  These changes attempt to abrogate the Supreme Court’s 
language in Mayo, which had suggested that claim steps “when viewed as a whole, [could] 
add nothing significant beyond the sum of their parts taken separately.”18  

 
While all three proposals share the common goal of restoring the scope of subject 

matter eligibility to that originally reflected in Patent Act of 1952, they differ in a number 
of key areas. For example, the IPO recommends modifying the language of § 101 to include 
a requirement that the “claimed invention” be examined.  This brings § 101 in harmony 
with §§ 102, 103, and 112, which deal with the evaluation of the “claimed invention,” but 
the actual impact of this change is somewhat unclear since current § 101 jurisprudence 
arguably already focuses on the claims.19 

 
Moreover, while all three proposals recognize certain exceptions to patent eligible 

subject matter that comport in some respects to the judicially created rule against patents 
on laws of nature, natural phenomenon, or abstract ideas, they differ in implementation.  
For example, the IPO and the AIPLA proposals propose two—and only two—exceptions to 
patent eligible subject matter: the claimed invention as a whole (1) exists in nature 
independently of and prior to human activity, or (2) exists (or can be performed) solely in 
the human mind.20  On the other hand, the ABA-IPL Section proposal focuses on 
preemption to preclude patents that “would preempt the use by others of all practical 
applications of a law of nature, natural phenomenon, or abstract idea.”21  Critics of the IPO 
and AIPLA proposals may argue that the proposals turn patent eligibility into a draftsman’s 
art.  Under those proposals, a patent draftsman could draft claims reciting some basic 
human activity to make them patent-eligible, regardless of the true scope of the invention.  
The ABA-IPL Section proposal’s focus on “all practical applications” of patent ineligible 
concepts appears to address this concern of elevating the form of the claim over its 
substance.  

 
Similar to the prohibition in § 103 of considering the manner in which an invention 

was made to determine non-obviousness, both the IPO and AIPLA proposals prohibit 
considering the manner in which the claimed invention was made or discovered to 
determine patent eligibility.  This may prevent courts and the Patent Office from finding 
patent claims ineligible based on their subjective belief regarding the patent worthiness of 
an invention or discovery. 

 
In contrast to the other two proposals, the IPO proposal requires that exceptions to 

patent eligible subject matter be evaluated from the perspective of a person of ordinary 

                                                
18 Mayo, 132 S. Ct. at 1298. 

19 See e.g., Dealertrack, Inc. v. Huber, 674 F.3d 1315, 1334 (Fed. Cir. 2012) (cautioning that “[i]n considering patent 
eligibility under § 101, one must focus on the claims.  This is because a claim may ‘preempt’ only that which the claims 
encompass, not what is disclosed but left unclaimed.”). 

20 See IPO § 101(b), AIPLA § 101 (b). 

21 ABA-IPL Section § 101(b) 
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skill in the art.  Although this change would likely require expert testimony in patent 
disputes and thereby add complexity, it may prevent the judge or jury from second 
guessing the testimony of a qualified person of ordinary skill in the art.  However, the 
likelihood of competing expert opinions may preclude early and cost-effective resolutions 
of patent disputes at the pleading stage for patents that arguably fall within the recognized 
exceptions.    

 
II. Conclusion 

The proposed legislation from three prominent IP organizations highlights the 
concern many in the patent community have regarding the implications of the Supreme 
Court’s decision in Alice.  Although it may be unlikely that a change to Section 101 will come 
independent of any broader patent reform measure, the similarities and differences 
between the three proposals highlight the areas where there may be agreement in the 
patent community and other areas where further debate may be necessary.   
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Recent Committee Events 

An International Perspective on the FRAND Licensing Commitment  
September 15, 2017 

On September15, 2017, the Intellectual Property Committee of the ABA’s Antitrust 
Section hosted a panel discussion entitled “An International Perspective on the FRAND 
Licensing Commitment.”  Moderated by Brian Jones (McDermott Will & Emery, Chicago), 
the panel featured speakers Zoe Butler (Powell Gilbert, London), Mark McCarty (Alston 
& Bird, Atlanta), David Giardina (Sidley Austin, Chicago), and Mike Lasinski (284 
Partners, Ann Arbor).  
 
The panel discussed their perspectives on the growing body of international and 
domestic guidance on FRAND licensing, especially in light of recent high-profile rulings 
and areas of emerging importance such as autonomous vehicles and the Internet of 
Things.  The panel discussed the responsibilities of licensors and licensees to engage in 
the licensing process, methods for determining reasonable royalty rates for FRAND-
encumbered patents globally and in particular jurisdictions; the meaning of the non-
discrimination commitment; and the pros and cons for various domestic and 
international venues for asserting SEPs.  The panels also addressed questions from 
participants.    
 
For more information on this program, including an audio recording, visit the Connect 
portal on the ABA Antitrust Section’s website.   
 

Recent Developments Involving Standard-Development 
Organization Intellectual Property Rights Policies and Related 
Issues 
October 19, 2017 

On October 19, 2017, the Intellectual Property Committee of the ABA’s Antitrust Section 
hosted a panel discussion entitled “Recent Developments Involving Standard-
Development Organization Intellectual Property Rights Policies and Related Issues.”  
Moderated by Koren Wong-Ervin (Qualcomm Inc.) and Tad Lipsky (former Federal 
Trade Commission and Latham & Watkins), the panel featured speakers Dr. Kirti Gupta 
(Qualcomm Inc.), Dr. Keith Mallinson (Wiseharbor), Paul Nikolich (YAS Broadband 
Friends LLC), and Tim Pohlmann (IPlytics).  
 
The discussion was focused on recent, controversial amendments to the IEEE’s 
intellectual property rights policy and several studies spurred by those amendments 
regarding the effects of those changes.  The panel also discussed whether breaches of the 
new IEEE provisions can form the basis of foreign competition law violations.   
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For more information on this program, including an audio recording, visit the Connect 
portal on the ABA Antitrust Section’s website.   
 

The Nuts and Bolts of Reverse Payments 
October 24, 2017 

On October 24, 2017, the Intellectual Property Committee of the ABA’s Antitrust Section 
hosted an educational program entitled “The Nuts and Bolts of Reverse Payments.”  The 
program focused on the fundamentals of and key developments in reverse payments, 
starting with an overview of the law before and after Actavis.  The speakers also 
discussed recent cases such as Wellbutrin, Lidoderm, and Effexor/Lipitor, cases that have 
gone to trial such as Nexium and Provigil, and the economics considerations of reverse 
payments.  The speakers also responded to participant questions.   
 
The discussion was moderated by Kellie Marie Kemp (Wilson Sonsini Goodrich & Rosati, 
Washington, DC) and featured speakers Peter Kohn (Faruqi & Faruqi, Jenkintown, 
Pennsylvania), Kara Lee Monahan, and Richard Mortimer (Analysis Group, Boston).  
 
For more information on this program, including an audio recording, visit the Connect 
portal on the ABA Antitrust Section’s website.   
 

* * * * 

Recordings of ABA programs are available on the Section website: 
http://www.americanbar.org/groups/antitrust_law/committees/committee_program_audio.html  
 
Visit the IP committee Connect page at:  http://connect.abaantitrust.org/committees1/ 

viewcommunities/groupdetails/?CommunityKey=cefbd05f-6dd2-45d2-845a-2ce480dc3ba4 
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not necessarily those of the American Bar Association, the Section of Antitrust Law, or the 
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