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Defeating the Trolls: Prior Use a Viable Defense to Infringement Allegations

By Peter Nieves

Your client is a company that was
founded 10 years ago. After many years of
investing time and resources, the company
is enjoying profits when, out of the blue, a
cease-and-desist letter arrives. The
letter claims the company's core technol-
ogy infringes a patent filed only four years
ago; however, your client has been using
this technology for eight years. If your cli-
ent obeys the cease-and-desist etter, the
company's profitability will decrease. If
your client licenses the patent, the com-
pany may appear less appealing to poten-
tial investors and purchasers. Anxious and
unclear about the potential impact of the
patent, your client approaches you for op-
tions.

This is not an unusual situation. In
fact, it has become more common with the
increase in non-practicing entities over
the years (aso referred to as patent trolls).
Fortunately, there are additional options
available for your client.

Signed into law Sept 16, 2011, the
America Invents Act (AIA) enhances pro-
tections previously contained in 35 USC §
273 and known as "Defense to infringement
based on prior commercial use." As first in-

troduced in 1999, the provision alowed a
prior user a defense to patent infringement
where the accused infringer used an accused
business method more than one year prior
to the earliest priority date of a potentially
infringed patent.

Intending to enhance protection
availabe for non-patented inventions
and trade secrets (i.e., to provide protec-
tion for more than just business methods),
the AIA broadened this defense to include
not only business methods, but aso subject
matter consisting of a process, or consist-
ing of a machine, manufacture, or compo-
sition of matter used in a manufacturing
or other commercial process. If successful,
the defense generally resuts in a finding of
non-infringement.

Several questions must be answered
before asserting the expanded prior user
rights defense.

* Was the asserted patent issues on or
after Sept. 16, 2011? If yes, then the de-
fense can be used.

* Does the client fit the description for
a prior user rights defense? Those who
can use this defense include a person
who performed or directed performance
of the commercial use; or an entity that

controls, is controtled by, or is under
common contro with such person.

* Did the person/entity asserting the de-
fense, acting in good faith, commer-
cially use the subject matter of the pat-
ent infringement claim in the United
States, either in connection with an
internal commercial use or an actual
arm's ength sae or other arm's ength
commercial transfer of a useful end re-
sult of such commercial use?

* Did the commercial use occur at least
one year before the earlier of: The ef-
fective filing date of the claimed inven-
tion; and the date on which the claimed
invention was disclosed to the public in
a manner that qualified as an exception
from prior art.

The person asserting a prior user
rights defense under this section must es-
tablish the defense under the "cear and
convincing" evidentiary standard, which
is relatively high. As a resut, companies
that may need to reply on the defense
should maintain strong evidence of the
history of technologies. Examples of such
evidence may include internal specifica-
tion sheets, white papers, records of first
commercial use, notarized and dated en-
gineering notebooks, and internal memos
regarding technologies and processes used
by the company.

There are drawbacks to using the de-
fense. If the accused infringer is found li-
able for patent infringement and cannot

demonstrate a reasonable basis for assert-
ing the prior user rights defense, the court
may award the plaintiff its attorney fees.
As a resut, this defense should only be
used where there is a strong case for use.

Of course, there are exceptions to the
prior user rights defense, which should
be reviewed in detail. In short form, the
exceptions include: an accused infringer
not being alowed to derive subject matter
of defense from the actual patent owner,
there being increased power to university
patents, and there being a limita-
tion to transfer of the prior user
rights defense.

The prior user
rights defense is an im-
portant toot in de-
fending patent in-
fringement claims.
Not only can it be
used effectively during a
lawsuit, but aso, when
responding to pre-

litigation accusations
of patent infringement. The defense is
not without its exceptions and drawbacks,
however, and therefore, an accused in-
fringer should discuss the prior user rights
defense with experienced counsel before
asserting it.

Peter Nieves is a shareholder with Sheehan
Phinney Bass + Green. He practices within
the patent law, and intellectual property and
technology groups of Sheehan.
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