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Stay or Go! Tracking District Court Stays Pending Parallel
USPTO Post-Grant Review Proceedings

Recent data from the U.S. Patent and Trademark
Office’s (‘USPTO”) Patent Trial and Appeal Board
(“PTAB”) indicates that 80 percent of inter partes
review (“IPR”) and 90 percent of covered business
method (“CBM”) review proceedings are directed to
patents involved in parallel litigation in U.S. district
courts. With these parallel proceedings, it is common
for a petitioner to file a motion to stay the district court
litigation until the IPR or CBM review proceedings
have been completed. This Commentary discusses
IPRs, CBM reviews, the factors district courts con-
sider in granting or denying motions to stay, and other
relevant considerations important to both the patent

owner and petitioner.

An IPR is a proceeding that allows a third-party peti-
tioner, including a party accused of patent infringe-
ment, to challenge the patentability of one or more
issued patent claims on grounds that prior art patents
or printed publications anticipate or render obvious
the challenged claims. A similar proceeding, CBM
review, allows a petitioner to challenge the patent-
ability of one or more issued patent claims related
to financial products or services. The grounds avail-
able for challenging patent claims in CBM review are
broader than those available in IPR proceedings. In

CBM review proceedings, for instance, the petitioner
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may base anticipation or obviousness arguments on a
prior art system, rather than being limited to patents
and printed publications. Additionally, a CBM review
petitioner may challenge patent claims based on
indefiniteness under Section 112, or as being directed
to unpatentable subject matter under Section 101. IPR
and CBM review proceedings first became available

in September 2012.

Stays Pending IPR

Petitioners often commence IPR proceedings as
part of a patent litigation defense strategy, and IPR
proceedings frequently run concurrently with district
court proceedings. IPR petitioners routinely seek a
stay of the district court litigation pending the IPR
proceedings. To date, courts have granted approxi-
mately 71 percent of requests for a stay pending IPR
proceedings.! In creating IPR proceedings, Congress
did not provide any statutory test that district courts
must follow in making these determinations, but dis-
trict courts generally consider: () whether the stay
would unduly prejudice, or present a clear tactical
disadvantage to, the non-moving party; (ii) whether a
stay will simplify the issues and trial of the case; and
(i) whether discovery is complete and whether a trial

date has been set.2
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Undue Prejudice. The first factor courts typically consider is
whether a stay would cause the non-moving party to suffer
undue prejudice or allow the moving party to gain a clear
tactical advantage.® In analyzing this factor, courts ordinarily
examine: “(1) the timing of the request for review; (2) the timing
of the request for stay; (3) the status of the review proceed-

ing; and (4) the relationship of the parties.”

The timing and status of the IPR proceeding, along with the
timing of the motion to stay, are important considerations
under the undue prejudice factor. Courts are less likely to
find undue prejudice when the moving party petitions for IPR
shortly after receiving notice of the lawsuit and then moves
for a stay shortly after filing the IPR petitions.5 Under these
circumstances, “the delay caused by the [IPR] process, with-

out more, does not justify denial of a stay.”®

If a motion to stay follows too quickly after the IPR petition,
however, the court may find that the motion is premature
because the PTAB has not yet decided to institute an IPR pro-
ceeding.” Under these circumstances, the district court may
deny the stay, while allowing the party seeking the stay to
resubmit the motion if the PTAB institutes an IPR proceeding.®
In contrast, other courts have stayed the parallel litigation
even where the PTAB has not yet instituted an IPR proceed-
ing, reasoning that should the PTAB deny the IPR petition, the
stay will be short, and the delay will not prejudice the party

opposing the stay.®

Additionally, the relationship of the parties is important to the
undue prejudice factor. Courts are more likely to find that
there is undue prejudice where the parties are direct com-
petitors in a narrow field with few market participants.'® Where
the parties do not compete in a marketplace, courts find that
the non-moving party is not in danger of losing market share
or erosion of goodwill, and therefore, monetary damages may
compensate for the delay." Notably, where the plaintiff is a
nonpracticing patent owner, courts are less likely to find that
a stay will cause undue prejudice.”? Finally, if the patent owner
has not sought preliminary injunctive relief, it may be more
difficult to demonstrate that undue prejudice will result from

a stay pending IPR proceedings.'®

Simplifying Issues for Trial. The second factor courts con-
sider is whether a stay will simplify the issues for trial. When
“the scope of the issues in litigation substantially exceed
the scope of the issues on review, a stay is disfavored.”'®
For instance, where the litigation involves invalidity grounds
that the petitioner cannot raise in IPR proceedings, such
as indefiniteness or that the claims are directed to unpat-
entable subject matter, the simplification factor may weigh
against a stay.'® Similarly, where fewer than all of the asserted
patents, or fewer than all of the asserted patent claims, are
subject to IPR proceedings, a stay may be disfavored.” But
complete overlap of issues is not necessarily required for a
stay to be appropriate.”® If a high percentage of the asserted
patent claims are subject to IPR proceedings, a stay may
simplify issues.”® In addition, an IPR petitioner is estopped
from asserting in litigation invalidity grounds that it raised,
or reasonably could have raised, during the IPR proceed-
ing,2° which leads some courts to find that the second factor

weighs in favor of a stay.?'

Stage of Litigation. The third factor is whether discovery is
complete and whether a trial date is set.?> Motions to stay
are most often granted when the case is in the early stages
of litigation.?® “Staying a case in its early stages can be said
to advance judicial efficiency and maximize the likelihood
that neither the Court nor the parties expend their assets
addressing invalid claims.”?4 Thus, some courts hold that the
important question is, “what work remains on the part of the
court and the parties if the action proceeds?”?® Courts typi-
cally find this factor weighs against the grant of a stay when
the court and parties have devoted “substantial time and
resources” to discovery and the resolution of issues arising

in the litigation.2®

Stays Pending CBM Review

When analyzing a motion to stay pending CBM review pro-
ceedings, courts are statutorily required to consider the three
factors discussed above and also a fourth factor: “whether
a stay, or the denial thereof, will reduce the burden of litiga-
tion on the parties and on the court.”?” Courts have observed
that the congressional intent of the fourth factor is to “place

a very heavy thumb on the scale in favor of a stay being



granted.”?® Indeed, in the legislative history, Senator Charles
E. Schumer opined that “it is nearly impossible to imagine a
scenario in which a district court would not issue a stay” in
favor of concurrent CBM review proceedings.?® In practice to
date, however, the statutory mandate to consider the four fac-
tors has not substantially increased the rate at which courts
grant stays pending CBM review. While courts have granted
approximately 71 percent of requests for stays pending IPR,
they have granted about 70 percent of requests for stays
pending CBM review.3° And one district court has specifically
declined to read the legislative history to “imply a stay should

almost always be granted” in favor of a pending CBM review.'

An aspect unique to motions to stay pending CBM review
is that district court decisions granting or denying such
stays are subject to immediate interlocutory appeal.®2 On
appeal, the U.S. Court of Appeals for the Federal Circuit may
review the district court’s stay decision de novo.3% Congress
included interlocutory appeal in order to “ensure consistent
and rigorous application” of the four-factor test and to “help
ensure that requests to stay are consistently applied across
cases and across the various district courts.”® The Federal
Circuit recently reversed one district court decision denying
a stay pending CBM review.3®> While the appeal was pend-
ing, the Federal Circuit stayed the district court proceedings
pending disposition of the appeal.3® The Circuit Court heard
oral argument in March 2014 and issued its July opinion within

six months of the district court’s denial decision.

Conclusions

A court’s decision regarding a motion to stay pending IPR
or CBM review involves a heavily fact-based analysis and
implicates a district court’s “inherent power to control its own
docket.”¥” Thus, district courts themselves vary in their will-
ingness to grant stays pending IPR or CBM review. To illus-
trate, the Northern District of lllinois has granted 78 percent
of opposed motions to stay pending parallel review proceed-
ings before the PTAB, whereas the Eastern District of Texas
has granted about 20 percent of such motions. Consequently,
the likelihood of a stay depends upon the particular facts, as
well as the district court’s propensity to issue stays pending
PTAB review.

The Jones Day Post-Grant team has tracked the tenden-
cies for district courts and individual district court judges to
grant or deny stays based on parallel IPR and CBM review
proceedings since these proceedings became available in
September 2012. A patent owner or petitioner will find this
information helpful when responding to, or filing, a motion to
stay district court litigation based on a corresponding IPR or

CBM review.
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