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“My brother became a patent troll ﬁé@%@ .

and he now lives under one of
those billion-dollar fancy
suspension bridges.”

PATENT TROLLS ARE A PROBLEM IN THE U.S.

Patent trolls hijack ideas and extort money
from those who do the real work.
Today the Administration is taking action to protect innovators
and ensure the highest-quality patents in our system.

WH.GOV/PATENTTROLLE JUNE 4, 2018

el
Look OUT FOR THE
i PATENT TROLL!
PATENT TROLL :
 ANonpraciicng Eniify

/;

Y ARUT 7 4 Adae oy
HBAUC S07Y (47 Aogss

patents,




This Study

Start with the most litigious non-practicing
entities of 2003-2009
ldentify all of these NPEs’ cases

— 25 years’ worth (though many were newer)

Match cases with NonNPE litigation

— Roughly in the same time proportion over 25 years

— |Identified all of the NonNPE cases asserting the
relevant patents

Last case filing 12/31/2009 (very few still open)



Summary

NonNPE NPE
* 1313 Cases * 917 Cases
— ~1185 Final Consolidated Cases — ~760 Final Consolidated Cases
* 90.1% unconsolidated — 82.8% unconsolidated
* 792 Patents 352 Patents
— 536 initial applications — 176 initial applications
* 68% of application « 50% of applications

— Max 9 from one application — Max 41 from one application



Layer 1: Enforcers

NonNPE - All Patents

SJ Pendin
Asserted Summary at :
But Not Judgment Dismissal
Tested, Denied, 3.16% J
83.57% 4.68% o

Held All
Invalid,
3.29%

Held

Partially valid
Invalid, 4.42%
0.88%

NPE - All Patents

Summary
Held All  Judgment
. Denied,
Invalid,

7.39%

8.24%

Asserted Held Held SJ Pending
But Not Partiall ) at
Tested, Invalidv Valid, Dismissal,
76.14% + 114%  343%

3.98%




Layer 2: Assighees

Assignee Type

1 Acquired patents/Licensing
3 Failed Startup

4 Former product company
5 Individual Inventor Co.

6 Univ/Gov’t/NGO

7 Startup — preproduct

8 Product company

9 Individual

10 Undetermined

12 IP Sub. of Product Co.
Total

NonNPE
0.13%
0.76%
0.63%
3.92%
2.53%
0.00%
74.21%
16.06%
0.25%
1.52%
100.00%

NPE
8.24%
1.99%
0.00%

14.20%
1.14%
1.42%

42.90%

29.26%
0.00%
0.85%

100.00%



Company Characteristics

Company Status NonNPE NPE

Total Companies 650 248

Public 38.00% 15.32%
Public Subsidiary 13.54% 6.85%
Venture Funded 21.08% 14.92%
Defunct 13.99% 10.30%
Acquired 23.08% 26.21%

*Company/patent case pairs



nonNPE*

Market Value at Filing
Venture Funding
Sales

Employees

*all S in millions

NPE*

Market Value at Filing
Venture Funding
Sales

Employees

*all S in millions

N
160
100
458
490

14

37

78
149

Company Size

Mean
$16,132
$107
$12,058
26,372

Mean
$7,418
$20
$3,576
4,674

Median
$3,053
$28
S147
682

Median
$1,942
$7.5
S1.5
13

Max
$270,847
$1,463
$147,359
434,246

Max
$62,034
§72
$79,029
172,438

StDev
$37,638
$317
$26,721
70,552

StDev
$16,077
521
$12,057
20,575



Layer 3: Technology

Top NonNPE Classes Top NPE Classes

Class NonNPE NPE Class NonNPE NPE
514 Drug 4.17%  0.28%|379 Telephonic Comm. 2.40%  17.05%
362 Illumination 4.17% 0.28%|360 Mag. Info. Storage 0.00% 8.24%
343 [TCICUSICR EEE A e 705  rin. Bus. Meth. 1.01%  6.82%
424  Drug 3.54% 0.00%|348 Television 3.66% 6.53%
349 Liquid Crystal 2.53% 0.00%|709  Data Process. Trans. 1.89% 4.55%
379 Telephonic Comm. 2.40% 17.05%| 358 Facsimile Proc. 0.25% 4.55%
210 Liquid Purif. 2.02% 0.00%|715 Display Pres. 0.38% 3.41%
340 Comm.: Electrical 1.89% 0.57%|725 Interact. Vid. Dist. 0.38% 2.84%
709 Data Process. Trans. 1.89% 4.55%|701 Locat. Data. Proc. 0.25% 2.56%
606 Surgery 1.64% 0.28%|707 DB Data Proc. 0.13% 2.56%
546 Organic Comp. 1.64% 0.00%|310 Elec. Generat. 0.25% 2.56%
435 MolecularBio. 1.64% 0.00%(463 Games 0.13% 2.27%
345 Comp. Graphics 0.85%|455 Telecomm. 0.63%

Total 30.40% Total 11.36%

NonNPE technology classes are much more diffuse —only 32% in the top 12 compared to 66%.
Despite lack of pharma patents in NPE top 12, NonNPE and NPE have roughly same percent.



Outcomes by Technology

NonNPE - Computer Architecture
Challenges

Denied,

9.93%

All Claims
Invalid, 4.64% 2.65%

All Valid,

NPE - Computer Architecture

All Claims
Invalid,
9.47%
Any Claim _J/

Invalid, 7.95%

Challenges
Denied,
11.26%

All valid,
0.76%

NonNPE - Electronic Commerce

No Challenge,
100.00%

NPE - Electronic Commerce

No
Chall
Challenge, Da:eneizges
56.00% ,

32.00%
All Claims

Invalid,
4.00%




Outcomes by Technology

NonNPE - Optics NPE - Optics Challenges
Challenges No Denied,
No Challenge, Denied, Challenge 13.33%
85.71% 8.79% 73.33% ’
Invalid, 1.10% . i
‘|||||““|||||||l’ | Claims
All Valid, Invalid,
4.40% 13.33%
NonNPE - Electronic Circuits NPE - Electronic Circuits
. No Challenges
No;?a;lg?;ge, AII_CIalms Challenge, Denied,
A8% Invalid, 3.23% 86.67% 13.33%

All valid,
8.06%

Challenges
Denied,
3.23%




Regression Findings - Plaintiffs

e Patents obtained by failed startups have the
worst outcomes
— None in the dataset were venture backed

e Patents obtained by individuals fare worse
than patents obtained by inventor owned
companies

e Type of plaintiff is no longer significant once
type of patentee and technology is considered



Regression Findings - Technology

* Some technologies are sensitive to the types
of patentees and plaintiffs and some are not

— Optics, surface transportation, medical
instruments have same chance of invalidation
regardless of patentee or plaintiff type

— Cryptography, computer architecture, electric
circuits are more sensitive to patentee and
plaintiff type



Layer Interaction - Entit

(1) (2) (3) (4)
claim claim claim claim invalid
invalid invalid invalid
Plaintiff Type
. , (hequi red) 3,927 2.117
icensing cquire (0.004) (0.207)
filed Start 54,19 3.183
at-e artup (0.000) (0.370)
. cor ouned C 1.041 0.353
nventor Owne o. (0.937) (0.218)
Initial Assignee Type
iled Start 19.66"** 17.24%
atie artup (0.000) (0.000)
: or Owmed C 1.888 1.454
nventor Owne 0. (0.316) (0.638)
cout NGO 3.068 3.009
ovt or (0.206) (0.301)
Startun - duet 3.141 2.197
artup = preproduc (0.362) (0.658)
ndividual 5.466"** 3,477
patviaua (0.000) (0.007)
IP Affiliate of 0.203 0.508
Product Co. (0.173) (0.641)
Observations 5295 5538 4615 4382

Pseudo R? 0.333 0.353 0.326 0.363



Layer Interaction - Technology

(2) (3)
claim claim claim claim invalid
invalid invalid invalid

Microbiology, Isolated 0.377 0.147
& Recombinant Protein (0.267) (0.064)
Chemical & Materials 0.475 0.243
Engineering (0.368) (0.098)
c c h S t 0.0448" 0.0152™"

ryptography, security (0.019) (0.003)
c c Net K 0.327 0.113"

omputer Networks (0.231) (0.038)
Comp. Architecture, 0.112* 0.0479"
Software & Info. Sec. (0.007) (0.000)
Digital C 0.398 0.0910

tgitas tomm. (0.377) (0.057)
Electrical Circuits & 0.0310™" 0.0188™
Systems (0.002) (0.004)
—_— 0.0158"* 0.0123**"
ptics (0.000) (0.000)
Surf Tran fat 0.0432*" 0.0362™
urface ansportation (0.005) (0.004)
Electronic Commer 0.0352" 0.0169™

ectronic Lommerce (0.028) (0.008)
Medical and Surgical 0.0220™" 0.0135™
Instruments (0.008) (0.0006)
Observations 5295 5538 4615 4382

Pseudo R? 0.333 0.353 0.326 0.363



