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STATEMENT OF RELATED CASES
No other appeal in or from the present administrative proceedings has
previously been before this or any other appellate court. The government is not aware
of any related cases within the meaning of Federal Circuit Rule 47.5(b). Another
appeal, New Vision Gaming and Development v. SG Gaming, Nos. 2020-1399, 2020-1400,

raises some of the same constitutional challenges as this case.
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INTRODUCTION

The Patent Trial and Appeal Board (Board or PTAB) found Mobility Workx’s
challenged patent claims to be unpatentable after an inter partes review in which
Mobility Workx’s arguments focused solely on the patentability of its claims. Mobility
Workx now appeals to this Court, raising numerous issues that it never asserted
before the Board. Mobility Workx has forfeited all of its new challenges in this case,
and this Court should not reach them.

If this Court nevertheless considers Mobility Workx’s forfeited arguments, it
should hold that Mobility Workx’s structural due process challenge is wholly without
merit. Mobility Workx misapprehends the facts underlying that challenge, a
consequence of its failure to develop the record on this issue before the agency.
Mobility Workx asserts that individual Administrative Patent Judges (AP]s) have
incentives to institute trials in order to increase PTAB funding and their own
paychecks. This is incorrect. Congress—not APJs, or even the U.S. Patent and
Trademark Office (USPTO) Director—controls the USPTO’s ability to spend
collected fees through the legislative appropriations process. And there is no
connection between AP] compensation and fees collected or refunded by the
USPTO. APJ] compensation, which is capped by statute and regulation, is wholly
untethered to the number of petitions filed, granted, or denied under the Leahy-Smith
America Invents Act of 2011 (AIA). Mobility Workx’s argument to the contrary rests

on a number of misconceptions regarding APJs’ performance reviews and work
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opportunities. There is simply no “structural bias” somehow tainting APJs’ institution
decisions in AIA proceedings.

Mobility Workx’s remaining constitutional and APA challenges—regarding the
Appointments Clause, the delegation of institution decisions to APJs, and the Takings
Clause—are foreclosed by Circuit precedent.

STATEMENT OF JURISDICTION

The PTAB issued its final written decision on December 2, 2019. Appellant
filed a timely notice of appeal on January 31, 2020. Appx403-400; see 35 U.S.C. § 142;
37 C.F.R. § 90.3(a). This Court has jurisdiction under 35 U.S.C. § 319 and 28 U.S.C.
§ 1295(2)(4)(A).

STATEMENT OF THE ISSUES

1. Whether appellant forfeited its constitutional and APA challenges by failing
to raise them before the Board.

2. Whether the USPTO’s multilayered funding arrangements involving
Congressional appropriations introduce “structural bias” into administrative patent
judges’ decision making in violation of the Due Process Clause.

3. Whether this Court has already rejected appellant’s challenges regarding the
Appointments Clause, the Director’s delegation of institution decisions to the Board,

and the Takings Clause.
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STATEMENT OF THE CASE

A.  Statutory And Regulatory Background

1. Congressional Control Over The USPTO’s Funding.

The USPTO is a “fee-funded agency.” This nomenclature is shorthand for a
complex arrangement in which Congress annually appropriates funds to the USPTO
based on annual USPTO fee collection estimates, but the USPTO repays these
appropriated sums using fees it collects for its services. This statutory arrangement
results in a $0 net appropriation. See, e.g., Pub. L. No. 116-93, div. B, 133 Stat. 2317,
2389 (2019).

By statute, fees collected by the USPTO are “available to the Director to carry
out the activities of the Patent and Trademark Office,” “[t]o the extent and in the
amounts provided in advance in appropriations Acts.” 35 U.S.C. § 42(c)(1). Thus, if
the USPTO collects fees prior to receiving an appropriation or in excess of an existing
appropriation, it cannot spend those funds until Congress authorizes it to do so
through an appropriation. Id. Money collected under Title 35, including excess fees,
“may only be used for expenses of the Office relating to the processing of patent
applications and for other activities, services, and materials relating to patents and to
cover a proportionate share of the administrative costs of the Office.” Id.

§ 42(c)(3)(A). Additionally, in connection with the President’s submission of annual

budget requests, the Secretary of Commerce must submit in advance to Congress
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“any proposed disposition of surplus fees by the Office,” id. § 42(e)(4), which
Congress is free to reject.

In fact, Congress has not always appropriated to the USPTO all of the fees it
collects. See, e.g., Pub. L. No. 111-117, 123 Stat. 3034, 3116 (2009) (appropriating $1.8
billion to the USPTO and providing no authority to spend any additional fees
collected). There is over a billion dollars in fees credited to USPTO accounts in the
Treasury that the USPTO has collected but Congress has not authorized it to spend.
USPTO, FY 2019 Performance and Accountability Report 26, https:/ /go.usa.gov/x7xD7
(last visited Nov. 6, 2020). Congress may appropriate fees collected by the USPTO to
other parts of the government. Figueroa v. United States, 466 F.3d 1023, 1027, 1032-33
(Fed. Cir. 2000).

In recent years, Congress has appropriated funds to the USPTO in amounts
equal to the expected fees. See, e.g., 133 Stat. at 2389-90. As USPTO collects fees, it
repays its appropriated funds. Id. If the USPTO collects less revenue from fees than
expected, its appropriation is reduced to match the fees collected. Id. In the last few
years, Congress has appropriated to USPTO all the money it collects as fees so that
no additional appropriation is required for USPTO to spend this money. Compare id.
(fiscal year 2020 appropriation providing that fees collected “shall remain available
until expended”), with 123 Stat. at 3116 (fiscal year 2010 appropriation setting a
maximum appropriation with no authority to spend additional funds that USPTO

might collect). The handling of USPTO fees is addressed annually by Congress in the
4
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appropriations process and can change from year to year. See 133 Stat. at 2389-90;
123 Stat. at 3116.

Traditionally, Congress has set fees for USPTO services by statute, subject to
adjustments for inflation carried out by the agency. See, e.g., 35 U.S.C. § 41 (2002). In
the AIA, Congress granted the USPTO Director temporary authority to set and adjust
tees by regulation. AIA, Pub. L. No. 112-29, § 10(a)(1), 125 Stat. 284, 316 (2011).
This authority currently expires in 2026, unless reauthorized. SUCCESS Act, Pub. L.
No. 115-273, § 4, 132 Stat. 4158, 4159 (2018). Congress has also given the Director
ongoing authority to set specific fees, including the fees for inter partes review. 35
U.S.C. § 311(a)).

When using its temporary fee-setting authority, a variety of requirements apply.

The Director can set or adjust fees “only to recover the aggregate estimated costs to
the Office.” AIA § 10(a)(2). Prior to adjusting fees under the AIA, the Director must
consult with the relevant Public Advisory Committee. Id. § 10(d). He must also
publish the proposed fees and his rationales and allow for public comment. Id.
§ 10(e). The USPTO must report on this process to Congress, 74. § 10(e)(1)(C),
which can, of course, adjust fees by statute. Fees cannot take effect for 45 days,
providing Congress with the opportunity to enact a law “disapproving such fee.” Id.
§ 10(e)(4).

The USPTO reviews fees biennially. See, e.g., Setting and Adjusting Patent Fees

During Fiscal Year 2020, 85 Fed. Reg. 46,932 (Aug. 3, 2020). The USPTO can adjust
5
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tees to compensate when the volume of a particular type of filing is lower than
expected. Appx4169.! The USPTO currently charges the petitioner in an inter partes
or post-grant review a fee to consider a petition to institute, and a separate fee to
conduct the trial if a review is instituted. See 85 Fed. Reg. at 46,944.

The use of fees to defray agency costs is common in the federal government.
More than twenty-five federal agencies receive a portion, if not all, of their operating
costs through user fees and other annual assessments. See Administrative Conference
of the U.S., Sourcebook of United States Excecutive Agencies 119-20 (1st ed. 2012),
https://go.usa.gov/x7kh5; see also U.S. Gen. Accounting Office, GAO/AIMD-98-11,
Federal User Fees: Budgetary Treatment, Status, and Emerging Management Issues (Dec. 1997),
https://go.usa.gov/x7xDH (GAO/AIMD-98-11). For example, the Nuclear
Regulatory Commission, the Federal Energy Regulatory Commission, the National
Credit Union Administration, the Federal Reserve Board, the Federal Housing
Finance Agency, the National Indian Gaming Commission, the Federal Deposit

Insurance Corporation, the Securities and Exchange Commission, and the Federal

! This and other appendix citations relevant to Mobility Workx’s constitutional
challenge are to portions of the record that are the subject of a pending motion for
judicial notice filed by Mobility Workx. As explained below, this Court should decline
to reach this issue in light of Mobility Workx’s failure to raise it before the agency.

We nevertheless address Mobility Workx’s arguments and citations in the event that
the Court reaches them.
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Communications Commission all recover at least a portion of their operating costs by

levying assessments on the entities they regulate.”

2. The Patent Trial And Appeal Board.

In the AIA, Congress created inter partes review, post-grant review, and
covered business method (CBM) review proceedings. See 35 U.S.C. §§ 6(b)(4), 311,
321; AIA § 18.° These proceedings are conducted before the new Patent Trial and
Appeal Board. In addition to AIA proceedings, the PTAB conducts trials in

derivation proceedings, hears appeals from adverse examiner decisions in patent

Z See 12 U.S.C. § 2250 (annual assessment by Farm Credit Administration
covers cost of administering programs); 42 U.S.C. § 2214 (Nuclear Regulatory
Commission budget offset by annual charges); 12 U.S.C. § 16 (Office of the
Comptroller of the Currency funded by annual assessments on national banks and
tederal savings associations); 12 U.S.C. § 1755 (National Credit Union Administration
funded by assessment of annual fees); 12 U.S.C. § 243 (Federal Reserve Board
imposes semi-annual assessments on Federal Reserve banks to pay salaries and other
expenses); 12 U.S.C. § 4516 (Federal Housing Finance Agency funded by annual
assessments); 25 U.S.C. § 2717 (National Indian Gaming Commission funded entirely
by fees collected from certain gaming operations); 12 U.S.C. § 1817(b)(2)(A) (Federal
Deposit Insurance Corporation assesses fees to fund its deposit insurance program);
15 US.C. §§ 77£(b), 78m(e), 78n(g), 78ee(i) (requiring the Securities and Exchange
Commission to collect fees to offset certain appropriations); 42 U.S.C. § 7178(f)
(requiring the Federal Energy Regulatory Commission to collect fees to offset
appropriations); Consolidated Appropriations Act, 2016, Pub. L. No. 114-113, 129
Stat. 2242, 2449 (2015) (all Federal Communications Commission appropriations
offset by regulatory fees).

3 Under Section 18 of the AIA, the transitional program for post-grant review
of CBM patents sunset on September 16, 2020. AIA § 18(a). Although the program
has sunset, existing CBM proceedings, based on petitions and related fees filed before
September 16, 2020, are still pending.
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applications and reexamination proceedings, and renders decisions in interferences.
35 US.C. § 6(b)(1)-(3).

AIA proceedings, including inter partes review, have two stages. First, the
Board?* decides whether to institute proceedings. This decision is “final and
nonappealable.” See 35 U.S.C. §§ 314(d), 324(e). If the agency decides to institute
proceedings, the Board’s final written decision as to patentability is subject to judicial
review in this Court. See zd. §§ 318(a), 319, 328(a), 329.

Inter partes review is one of many USPTO services for which the Director
currently sets fees. Fees for post-grant review, inter partes review, and CBM review
are set by the Director in light of the “aggregate costs” of these proceedings. 35
U.S.C. § 311(a) (““The Director shall establish, by regulation, fees to be paid by the
person requesting the review, in such amounts as the Director determines to be
reasonable, considering the aggregate costs of the post-grant review.”); id § 321(a)
(same).

b. The PTAB is made up of four statutory members and the administrative
patent judges (APJs). APJs “shall be persons of competent legal knowledge and
scientific ability.” 35 U.S.C. 8 6(a). APJs have both technical and legal training,

including extensive patent legal experience prior to their appointment on the Board.

* By regulation, the Director has delegated the authority to “institute”
proceedings to the Board. See 37 C.F.R. {§ 42.108 (inter partes), 42.208 (post-grant),
42.300(a) (making CBM review subject to the post-grant review regulations, including
§ 42.208); zd. § 42.4(a).
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USPTO, New to PTAB, https://go.usa.gov/x7gqr (last visited Oct. 26, 2020). Many
also have served as USPTO examiners or judicial law clerks. Id.

AP] compensation is capped by statute and regulation. 35 U.S.C. § 3(b)(6); 5
C.FR. § 530.203(a). APJ base salaries are subject to a statutory cap. 35 U.S.C.

§ 3(b)(0) (stating “[t|lhe Director may fix the rate of basic pay for the administrative
patent judges . . . at not greater than the rate of basic pay payable for level 111 of the
Executive Schedule”). Because of the level of expertise typical for an APJ, most APJs
receive the maximum salary allowed by law. Appx3881-3887. Although an APJ also
may receive a bonus, i.e., a performance award, even if they already are at the base
salary cap, the aggregate total of base salary and any bonus is further subject to a
regulatory cap. 5 C.F.R. § 530.203(a) (limiting total compensation to level I of the
Executive Schedule); Office of Personnel Mgmt., Pay ¢ L eave,
https://go.usa.gov/x7ks8 (last visited Nov. 6, 2020) (presenting a salary table for
levels IIT and I of the Executive Schedule); Appx3622-3667. These caps are not
affected by the outcome of cases before the Board.

APJs are subject to annual performance reviews. Their evaluations are based
on their performance in four areas (known as critical elements): the quality of their
decisions, the quantity of their decisional output in a variety of proceedings (i.e.,
“Production,” discussed below), their support of the mission of the Board, and their
interactions with stakeholders (both internal and external). Appx3626-3646. APJs

with “fully successful” or higher performance reviews are eligible for performance

9
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award bonuses of up to $10,000, which represent less than 6% of most APJs’ pay.
Appx3881-3887. An outstanding performance rating is reserved for “rare” instances
of “high-quality performance” that “substantially exceed fully successful standards.”
Appx3644; Appx4061. A commendable performance rating reflects “unusually good”
performance. Appx3644; Appx4061.

APJ compensation, whether it be base salary, bonus, or a combination, does
not depend on outcomes of AIA institution decisions. 35 U.S.C. § 3(b)(6); 5 C.F.R.

§ 530.203; see also, e.g., Appx3626-3667; Appx4036-4063; Appx3622-3625. An APJ is
paid the same amount regardless of the number of AIA trials instituted by the Board
or by the particular APJ.

Of the APJ’s total performance review score, 35% is based on “Production,”
which corresponds to the APJ’s work authoring decisions in AIA proceedings and
other matters decided by the Board, such as ex parte appeals, derivation proceedings,
and interference proceedings. Appx3642; Appx4042-4043. Production scores do not
translate directly from the sheer number of decisions an APJ authors; rather, each
decision is assigned a number of “decisional units” based on the type of decision and
the complexity of the particular case. Appx3630-3632; Appx3814; Appx3843-3845;
Appx4042-4046; Appx4080-4084. APJs receive decisional units for both institution
decisions and final decisions. See, e.g., Appx4042. The number of decisional units
does not depend on the outcome of the case. See, e.g., Appx3844; Appx4042-40406;

Appx 4080-4084. Because “Production” is only one of four critical elements on

10
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which APJ performance ratings are based, an APJ’s Production score does not by
itself determine his or her overall performance rating. Appx4065-4066; Appx3643;
Appx40060.

B. Factual And Procedural History

Appellant Mobility Workx owns U.S. Patent Number 8,213,417, which claims
“la] system for communicating between a mobile node and a communication
network.” Appx06. Appellee Unified Patents petitioned for inter partes review of this
patent. Appx74-132.

In December 2018, exercising authority delegated from the Director, the Board
instituted inter partes review of the *417 patent. Appx185-218. The parties
proceeded to the trial phase. On December 2, 2019, the Board ultimately concluded
that some of the challenged claims were unpatentable. Appx2. In its filings before
the Board, Mobility Workx argued that its patent claims were valid, but did not raise
any constitutional or APA challenges to the Board. Appx152-175; Appx234-270;
Appx303-324. Nor did Mobility Workx raise these issues at oral argument. See
Appx357-399.

Mobility Workx filed a timely notice of appeal on January 31, 2020. Appx403-
406. In that notice, Mobility Workx for the first time asserted an Appointments

Clause challenge and a challenge to the Director’s delegation of institution decisions

to the PTAB. Appx405.

11
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In addition to these newly raised issues, in its opening brief in this Court,
Mobility Workx argued for the first time that the Board’s funding mechanism creates
a structural due process violation and that subjecting its patent to inter partes review
amounted to an unconstitutional taking. This Court certified the constitutional
questions to the Attorney General pursuant to Fed. R. Civ. P. 44(a) and 28 U.S.C.

§ 2403(a). Mobility Workx also moved for this Court to take judicial notice of over
1,200 pages of material in support of that claim, none of which was part of the record
below. The government and Unified Patents opposed the motion. This Court
deferred consideration of the motion to the merits panel. See Order (Oct. 30, 2020).

SUMMARY OF ARGUMENT

Mobility Workx devotes only a fraction of its briefing in this case to any
argument relating to the patentability of its claims. Instead, Mobility Workx focuses
on alleged constitutional defects in the administrative proceeding that it never raised
before the agency.

As an initial matter, in failing to raise such objections during the administrative
proceeding, Mobility Workx forfeited these challenges. Waiting until appeal to bring
these challenges deprived the agency of any opportunity to address any alleged
constitutional defects. This consideration is particularly weighty with respect to
Mobility Workx’s structural due process claim, which turns on numerous
misunderstandings of the Board’s funding mechanism and AP] compensation. These

are questions to which the agency should have had an opportunity to apply its

12
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expertise and ensure that the record is sufficiently developed to permit this Court to
conduct the constitutional analysis.

If it reaches these constitutional issues, this Court should reject the claim that
APJs have an impermissible structural bias in favor of institution, a contention that
turns on Mobility Workx’s misunderstanding of both due process principles and the
USPTO’s compensation practices. Institutional interests give rise to structural due
process concerns only where money paid as result of a decisionmaker’s adjudicative
decision flows directly into a fund that the decisionmaker “directly control[s]” in his
executive role. Delaware Riverkeeper Network v. FERC, 895 F.3d 102, 112 (D.C. Cir.
2018), overruled on other grounds by Allegheny Def. Project ». FERC, 964 F.3d 1 (D.C. Cir.
2020) (en banc). Where—as here—an agency’s funds are subject to congressional
appropriations, the necessary direct control is absent. Indeed, unlike agency
adjudicators in other administrative arrangements deemed consistent with due process
principles, APJs do not control even appropriations requests sent to Congress or make
decisions regarding allocation of appropriated funds within the agency as a whole.
Thus, to the extent that there could be any link between the USPTO’s institutional
budgetary interests and APJs’ review of petitions to institute AIA proceedings, it
would be far too remote to support Mobility Workx’s claim of structural bias.

Nor do APJs have any personal pecuniary temptation to favor institution;
Mobility Workx’s allegations to the contrary turn on an inaccurate portrayal of AP]

compensation based on the incomplete set of documents it has asked this Court to

13
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add to the record here. APJ] compensation is capped by statute and regulation, and
does not depend in any way on the outcome of institution proceedings. AP]
performance reviews, and the small bonus pay that may follow from such reviews,
take into account both the quality and quantity of an APJ’s decisional output as part
of a holistic review of the APJ’s performance. In that process, the agency does not
accord any greater value to decisions granting institution than it does to those denying
institution. Nor is there any even potential incentive to institute AIA proceedings to
generate more opportunities to issue decisions; the PTAB has more than enough
cases to give APJs as many writing assignments as they desire.

Finally, Mobility Workx’s remaining claims have been recently rejected by this
Court in other cases and the outcome should be the same here. See Caterpillar Paving
Prods. Inc. v. Wirtgen Am., Inc., 957 F.3d 1342, 1343 (Fed. Cir. 2020) (rejecting
Appointment Clause challenge to Board decision issued after Arthrex); Ethicon Endo-
Surgery, Inc. v. Covidien LP, 812 F.3d 1023, 1035 (Fed. Cir. 20106) (rejecting challenge to
the Director’s delegation of institution decisions to the Board); Celgene Corp. v. Peter,
931 F.3d 1342, 1358-63 (Fed. Cir. 2019), cert. denied, No. 19-1074, 2020 WL 3405867

(U.S. June 22, 2020) (rejecting takings challenge to inter partes review).

14
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ARGUMENT
I. Standard of Review

This Court reviews constitutional challenges to acts of Congress and questions
of statutory interpretation de novo. See Demko v. United States, 216 F.3d 1049, 1052
(Fed. Cir. 2000).

II1. Mobility Workx Forfeited Its Constitutional and APA Challenges
By Failing To Raise Them Before The Agency.

1. This Court should decline to consider the challenges to the PTAB that
Mobility Workx raises for the first time on appeal. “[A]s a general rule . . . courts
should not topple over administrative decisions unless the administrative body not
only has erred, but has erred against objection made at the time appropriate under its practice.”
Woodford v. Ngo, 548 U.S. 81, 90 (2006) (alteration and emphasis in original) (quotation
marks omitted). Thus, the “general rule” is that “a federal appellate court does not
consider an issue not passed upon below,” although courts maintain “discretion to
decide when to deviate from that general rule.” Arthrex, Inc. v. Smith & Nephew, Inc.,
941 F.3d 1320, 1326 (Fed. Cir. 2019) (quotation marks omitted).

As this Court explained, such a rule “gives [the] agency an opportunity to
correct its own mistakes . . . before it is haled into federal court,” and “it promotes
judicial efficiency, as [c]laims generally can be resolved much more quickly and
economically in proceedings before [the] agency than in litigation in federal court.” Iz

re DBC, 545 F.3d 1373, 1378-79 (Fed. Cir. 2008) (alterations in original) (quoting

15
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Woodford, 548 U.S. at 89). “When a party raises arguments on appeal that it did not
raise to the Board, they deprive[] the court of the benefit of the [Board’s] informed
judgment.” Acoustic Tech., Inc. v. Itron Networked Sols., Inc., 949 F.3d 1360, 1364 (Fed.
Cir. 2020) (alterations in original) (quoting I re Nul asive, Inc., 842 F.3d 1376, 1380
(Fed. Cir. 2016)). The PTAB’s “expertise” in its own procedures and the statutes it
regularly applies can “be brought to bear” on even constitutional challenges to those
statutes. Elgin v. Department of Treasury, 567 U.S. 1, 23 (2012) (quoting Thunder Basin
Coal Co. v. Reich, 510 U.S. 200, 214-15 (1994)). Additionally, “exhaustion simplities the
court’s task by providing it with a factual record developed by the agency.” Committee
of Blind Vendors of D.C. v. District of Columbia, 28 F.3d 130, 133 (D.C. Cir. 1994). Thus,
while this Court has discretion to consider a constitutional challenge raised for the
first time on appeal from the PTAB, it does not do so unless the appellant shows that
the situation was “exceptional.” DBC, 545 F.3d at 1379-80.

Having failed to raise its constitutional and APA challenges before the Board,
Mobility Workx is not entitled to raise them on appeal. Before the PTAB, it filed
multiple substantive briefs and participated in an oral hearing. Neither in these filings
nor at the hearing did it raise these challenges. Appx152-175; Appx234-270);
Appx303-324; Appx357-399. Only after its merits arguments repeatedly failed to
persuade the Board did Mobility Workx assert any constitutional defect in the

proceedings.

16
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In such circumstances, permitting Mobility Workx to raise these arguments
“for the first time on appeal would encourage what Justice Scalia has referred to as
sandbagging.” DBC, 545 F.3d at 1380. This occurs when a litigant “suggest([s] or
permit[s], for strategic reasons, that the trial court pursue a certain course, and later—
if the outcome is unfavorable—claim(s] that the course followed was reversible
error.” Id. (quoting Freytag v. Commissioner, 501 U.S. 868, 895 (1991) (Scalia, .,
concurring in part and concurring in the judgment)).

Requiring a litigant to raise all its objections to “preserve]] its right to appeal the
issue,” prevents such gamesmanship, even if the agency does not “correct|] the
[alleged] problem, or even acknowledge[] that the problem existed.” DBC, 545 F.3d
at 1379. And the Board has addressed constitutional challenges in other cases. See,
e.g., Regents of the Unip. of Minn. v. LST Corp., 926 F.3d 1327, 1330-31 (Fed. Cir. 2019)
(affirming PT'AB decisions addressing state sovereign immunity); TopGolf Int’), Inc. .
Amit Agarwal, No. IPR2017-00928, Paper 40, at 80 (P.T.A.B. June 13, 2018)
(addressing retroactive application of IPR); Apple Inc. v. 1 0ip-Pal.com, Inc., No.
IPR2016-01198, 2018 WL 6729050, at *3-4 (P.T.A.B. Dec. 21, 2018) (addressing due
process). Mobility Workx identifies 7o reason why it could not have raised its
challenges during Board proceedings, let alone the type of exceptional circumstance
that would warrant an exercise of this Court’s discretion to reach these forfeited

challenges.
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2. Mobility Workx’s structural due process challenge involves numerous
allegations regarding the USPTO’s funding structure, the functioning of the PTAB,
and the roles and relationships between its members. These are precisely the type of
“threshold questions that may accompany a constitutional claim” to which the agency
should have an opportunity to “apply its expertise.” Elgn, 567 U.S. at 22-23.
Mobility Workx’s assertion that the performance review process creates incentives for
administrative patent judges to institute proceedings implicates similar threshold
issues. The PTAB is, of course, extremely familiar with its own performance appraisal
system, and is best positioned to address in the first instance Mobility Workx’s
assertion that the rating system influences its members’ judicial decision making,.

By failing to raise these issues before the PTAB, Mobility Workx denied the
PTAB the opportunity to bring its knowledge and experience to bear in addressing
these claims. Moreover, the agency had no chance to ensure that the record before
this Court accurately reflects the agency’s practices. Rather, Mobility Workx’s due
process claim turns on factual inferences it asks this Court to draw from the
incomplete set of records attached to its motion for judicial notice. It submits these
documents in support of an argument in a “fact-specific question that agency
expertise is best suited to consider in the first instance.” Malladi Drugs & Pharm., 1.¢d.
v. Tandy, 552 F.3d 885, 891 (D.C. Cir. 2009). Mobility Workx’s complete failure to
raise its due process claim in any way before the agency makes this an especially

unsuitable case in which to permit a party to circumvent the general rule that this
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Court’s “review of the [PTAB]’s decision is confined to the four corners of that
record.” In re Nulasive, Inc., 842 F.3d at 1380 (quoting I re Watts, 354 F.3d 1362,
1367 (Fed. Cir. 2004)).

Similar concerns are present regarding Mobility Workx’s takings challenge and
its challenge to the delegation of institution decisions to APJs. And this Court should
likewise decline Mobility Workx’s request to reach its forfeited Appointments Clause
challenge, which Mobility Workx failed to raise before the Board even though this
Court issued the Arthrex decision while its case was before the Board. Mobility
Workx does not argue that this case is somehow “exceptional” under DBC, 545 F.3d
at 1379-80. Mobility Workx simply chose not to raise these arguments until after the
Board ruled against it. In these circumstances, this Court should decline to exercise

its discretion to excuse forfeiture of these claims.

III. The PTAB’s Funding Mechanism Is Consistent With The Due
Process Clause.

Mobility Workx contends that the funding mechanisms supporting the PTAB’s
work unconstitutionally bias administrative patent judges in favor of institution, thus
violating the neutrality requirement of the Fifth Amendment’s Due Process Clause.
Mobility Workx asks this Court to vacate the Board’s final written decision cancelling
its patent claims—not because of any actual bias of the AP]Js who issued this decision,

but because of what Mobility Workx claims is an inherent structural bias in all
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USPTO proceedings instituted by APJs. If the Court reaches this argument, it should
reject it as meritless.
A.  Institutional Pecuniary Interests Introduce Unconstitutional

Structural Bias Only In Rare Circumstances Not Present
Here.

1. The Due Process Clause prohibits procedures that “offer a possible
temptation to the average man as a judge . . . which might lead him not to hold the
balance nice, clear, and true.” Tumey v. Ohio, 273 U.S. 510, 532 (1927). A procedure
offers this kind of unconstitutional temptation if it provides the decisionmaker with a
“direct, personal, substantial pecuniary interest” in the outcome of the proceeding. Id.
at 523. Unconstitutional bias may also exist where a decisionmaker with institutional
responsibilities has a “strong” motivation to rule in a way that would aid the
institution. Id. at 533; see also Ward v. V'illage of Monroeville, 409 U.S. 57, 60 (1972).
These principles “appl[y] with equal force to . .. administrative adjudicators.” Gibson
v. Berryhill, 411 U.S. 564, 579 (1973). Those asserting a disqualifying interest bear the
burden of establishing one. See Schweiker v. McClure, 456 U.S. 188, 195-96 (1982).

A trio of Supreme Court cases guides the analysis of a claim of structural bias
due to official motivations. In Tumey, the first case in which the Court recognized a
structural bias claim, a statute gave a mayor authority to try, without a jury, individuals
accused of unlawfully possessing liquor. See 273 U.S. at 516-17. The mayor-judge was
entitled to compensation beyond his regular salary if he convicted the defendant, and

the funds for this extra compensation came from the criminal fines he imposed. Id. at
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520. Portions of the criminal fines were also deposited in the village’s general treasury
tund, which he presided over as chief executive officer. See 7d. at 533. The Supreme
Court concluded that Tumey was denied due process in this proceeding because the
mayor had “a direct, personal, substantial pecuniary interest in reaching a conclusion
against him in his case,” 7d. at 523, as well as a strong “official motive to convict and
to graduate the fine to help the financial needs of the village,” 7. at 535.

One year later, in Dugan v. Ohbio, 277 U.S. 61 (1928), the Supreme Court clarified
when official motivations could create unconstitutional bias. There, the Court ruled
that a mayor who, acting alone, had “no executive, but only judicial, duties” was not
impermissibly tempted to convict a defendant and impose criminal fines. Id. at 65.
The Court acknowledged that the mayor’s fixed salary was paid out of the general
tund into which the criminal fines he imposed were deposited, but nonetheless
concluded that his relationship to the general fund was too “remote” to create an
unconstitutional temptation. Id. The Court reasoned that the mayor, “as one of five
members of the city commission” controlling city funds, had an insufficient
connection to the general fund or the “financial policy of the city” to create a strong
enough motivation to favor a particular outcome in the proceedings over which he
presided. Id.

In Ward, the Court addressed yet another mayor’s court. In contrast with
Dugan, the mayor in Ward exercised both judicial and executive responsibilities by

himself, and was responsible for the village’s financial affairs. 409 U.S. at 58. The
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mayor had to “account|] annually to the [village] council” for the village’s budget, and
“la] major part of village income” was “derived from the fines, forfeitures, costs, and
tees imposed by him in his mayor’s court.” Id. The Supreme Court found a due

(113

process violation, concluding that an unconstitutional ““possible temptation’” may also
exist when the mayor’s executive responsibilities for village finances may make him
partisan to maintain the high level of contribution from the mayor’s court.” Id. at 60.

Under these cases, the “mere fact that an administrative or adjudicative body
derives a financial benefit from fines or penalties that it imposes is not in general a
violation of due process.” Van Harken v. City of Chicago, 103 F.3d 1346, 1353 (7th Cir.
1997). The fact that an official’s decisions add to his institution’s coffers is not
sufficient to establish a structural due process problem unless money paid as result of
a decisionmaker’s adjudicative decision flow directly into a fund that the
decisionmaker “directly control[s]” in his executive role. See Delaware Riverkeeper
Network v. FERC, 895 F.3d 102, 112 (D.C. Cir. 2018). Even these factors may not be
enough to create a due process violation, especially where any “financial motivations”
are “attenuate[d]” by, e.g., the ability to seek funding “to recoup losses” through other
means, such as “raising fees.” See Alpha Epsilon Phi Tan Chapter Hous. Ass’n v. City of
Berkeley, 114 F.3d 840, 847 (9th Cir. 1997) (White, J.). The “Supreme Court has
jealously protected the due process requirement of impartiality when the

decisionmakers stood to gain substantial, personal pecuniary benefits from their

adjudicative decisions.” Doolin Sec. Sav. Bank v. FDIC, 53 F.3d 1395, 1406 (4th Cir.
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1995). But, as Dugan shows, the same “stringent” standards do not apply to
allegations of institutional bias. _A/pha Epsilon, 114 F.3d at 845. Thus, Ward remains
the only case in which the Supreme Court has upheld claims that purely “/nstitutional
pecuniary interests rendered the adjudicator unconstitutionally biased.” Doolin Sec.
Sav. Bank, 53 F.3d at 1406 (emphasis added).

2. Where Congress is responsible for budget decisions and appropriations, the
necessary direct control is absent. See Delaware Riverkeeper, 895 F.3d at 112. In
particular, the courts of appeals that have considered the application of this line of
cases to federal agencies have rejected structural similar due process challenges.

The D.C. Circuit, for example, recently rejected the argument that FERC’s
funding structure, by which fees paid for approved pipelines fund FERC’s activities
pursuant to an appropriations statute, “incentiviz|es] the Commission to approve new
pipelines in order to secure additional sources for its future funding.” Delaware
Riverkeeper, 895 F.3d at 106. The D.C. Circuit concluded that “FERC’s funding
structure is clearly constitutional,” reasoning that “the Commission’s budget, like the
mayor’s salary in Dugan, is fixed by a distinct legislative body.” Id. at 112. Indeed, the
D.C. Circuit considered that case to be “easier” than Dugan in part because “whereas
the mayor in Dugan sat on the five-member body that fixed his salary and exercised
control over incoming fines, FERC commissioners enjoy no comparable degree of
influence over Congress.” Id. (citation omitted); see also 42 U.S.C. § 7171 (vesting

FERC’s powers in the commissioners).
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The D.C. Circuit rejected the argument that approving more pipelines would
enable the FERC to seek additional funding from Congtress. It reasoned that “similar
theoretical concerns existed in Dugar” and “the Court deemed it dispositive that (1)
the mayor’s salary was not directly linked to individual fines and (ii) the mayor did not
directly control the revenue generated by those fines.” Delaware Riverkeeper, 895 F.3d
at 112. The Fifth Circuit similarly rejected the argument that Congress might adjust
an agency’s funding based on its workload, concluding that any resulting pecuniary
interest would be “so remote, trifling and insignificant that it may fairly be supposed
to be incapable of affecting the judgment or influencing the conduct of an individual”
hearing officer. United States v. Benitez-1"illafuerte, 186 F.3d 651, 660 (5th Cir. 1999)
(quotation marks omitted).

The Fourth Circuit rejected a claim of bias against FDIC’s assessment of
premiums for deposit insurance. Plaintiffs in that case argued that FDIC had an
incentive to categorize savings institutions as higher risk so they would have to pay
the FDIC higher deposit insurance premiums, thereby replenishing the agency’s
deposit insurance fund. Doolin Sec. Sav. Bank, 53 F.3d at 1405-06. The Fourth Circuit
reasoned that “[tlhe FDIC’s interest in maintaining the fund appears no greater than
the interests of many agencies that adjudicate penalty or fee determinations in their
own administrative proceedings” and “such an interest does not render all agencies

incapable of adjudicating disputes within their own proceedings given the strong
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public interest in effective, efficient, and expert decisionmaking in the administrative
setting.” Id. at 1407.

This Court has also rejected a similar structural due process challenge to
another administrative mechanism by which a third party may ask the USPTO to
reconsider the patentability of an issued patent. In Patlex: Corp. v. Mossinghoff, 771 F.2d
480 (Fed. Cir. 1985), this Court considered a structural due process challenge to
reexamination decisions. At the time, the regulation provided that the party seeking
reexamination should pay the full fee, but that, “[i]f the Commissioner decides not to
institute a reexamination proceeding, a refund of $1,200.00 will be made to the
requester of the proceeding.” Id. at 487 (quoting 37 C.F.R. § 1.26(c) (1985)).
Appellants asserted that “this procedure unlawfully weights the PTO’s initial decision
in favor of granting reexamination, because only if reexamination is granted will the
PTO avoid refunding $1,200 of the $1,500 fee for reexamination.” Id. This Court
rejected that argument, finding that there was a “clear distinction from the Tumey and
Ward cases, since in those cases the fines were discretionary and were levied at the
initiative of those benefiting from the income.” Id.

3. Viewed against this backdrop, it is clear that the PTAB’s funding structure
does not give rise to an impermissible temptation for APJs to institute proceedings.
As was the case in Delaware Riverkeeper, “Congress sets” the USPTO’s budget and “it is

a criminal offense for agency officials to spend even one penny more” than Congtress

appropriates. Delaware Riverkeeper, 895 F.3d at 112 (citing 31 U.S.C. {§ 1341(a)(1)(A),
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1350). If the USPTO collects fees beyond its congressional authorizations, Congress
may—but does not have to—appropriate the additional money to the USPTO. See,
e.g., Figueroa v. United States, 466 F.3d 1023, 1027 (Fed. Cir. 20006); 123 Stat. at 3116
(setting a maximum appropriation with no authority to spend additional funds that
USPTO might collect); 35 U.S.C. § 42(c)(2) (funds are available to the USPTO only
“[tJo the extent and in the amounts provided in appropriations Acts”); Pub. L. No.
108-7, 117 Stat. 11, 72 (2003) (appropriating a maximum of $1,015,229,000 out of
tiscal year 2003 fees, and providing authority to spend a specified amount of surplus
tees collected in prior years); see also USPTO, Performance and Accountability Report for
Fiscal Year 2004, at 60, https://go.usa.gov/x748D (last visited Oct. 26, 2020)
(discussing unappropriated fees in fiscal year 2004).

Indeed, there are funds in the USPTO accounts within the Treasury that
USPTO collected in the form of fees but is unable to spend because Congress has not
appropriated that revenue and the funds cannot currently be reprogrammed. USPTO,
FY 2019 Performance and Accountability Report 26, https:/ /go.usa.gov/x7xD7 (last visited
Nov. 6, 2020). And although Congress has chosen at present to segregate those funds
trom Treasury’s general fund and credit them to the USPTO, see 35 U.S.C. § 42(b),
Congress is neither required to appropriate these funds to the USPTO nor obliged to
maintain this statutory regime. Congress remains in ultimate control of the

government’s use of these funds and any others the USPTO collects. Congress may
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also place conditions on USPTQO’s ability to spend any additional funds. See, eg., 133
Stat. at 2389-90 (reprogramming requirements).

Moreover, just as was true of the ex parte reexamination proceeding at issue in
Patlex, tees for the institution and trial stages pay the costs of the service provided.
Patlexc Corp., 771 F.2d at 487. As in Patlex, these are not discretionary fees levied at the
initiative of those benefiting from the income; rather they reflect the costs of services
the agency provides. I4. Congress has by statute created the USPTO’s fee-for-service
model, and Congress, by statute, controls the USPTO’s appropriations. 35 U.S.C.

§ 42(c)(1). While the Director currently has the authority to set fees, subject to
Congressional approval, rather than Congress setting them directly as it did at the time
of Patlex, the PTAB does not have discretion regarding whether to charge a fee for
any particular petition or trial.

4. The involvement of Congress in appropriating funds distinguishes this case
from those in which a structural due process problem has been identified, and is alone
enough to decide this case. But the gulf between this case and Ward is particularly
wide because APJs lack control over not just USPTO’s congressionally controlled
budget, but even over the President’s budgetary proposal to Congtress.

In Dugan, the Supreme Court considered the mayor’s relationship “to the fund
contributed to by his fines as judge, or to the executive or financial policy of the city”
to be “remote” where the mayor was one of five members of a commission that

“exercises all the legislative power of the city, and together with the [city] manager
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exercises all its executive powers.” Dugan, 277 U.S. at 63, 65. In Delaware Riverkeeper,
the D.C. Circuit concluded that “FERC’s funding structure is cleatly constitutional”
and the case was “easier” than Dugan in part because “whereas the mayor in Dugan sat
on the five-member body that fixed his salary and exercised control over incoming
tines, FERC commissioners”—in whom the powers of the Commission are vested, see
42 U.S.C. § 7171—"enjoy no comparable degree of influence over Congress.” 895
F.3d at 112 (citation omitted).

The APJs’ control over the fees they collect is remote even by comparison to
Delaware Riverkeeper, let alone Dugan. Like FERC commissioners, APJs certainly do
not have the type of influence over the governmental body deciding how to allocate
the collected funds—Congress—that existed in Dugan. But unlike FERC
commissioners, APJs do not have authority over budgetary matters on behalf of the
USPTO. ¢f 42 US.C. § 7171(j) (requiring the Secretary of Energy to include “the
amount requested by the Commission in its budgetary presentation to the Secretary
and the Office of Management and Budget”). Rather, the Director, not the APJs, has
responsibility for USPTO’s budgetary request to the Office of Management and
Budget, in consultation with the USPTO Public Advisory Committees. See 35 U.S.C.
§§ 3(a)(2)(B), 5(d)(1). The Chief Judge, the Deputy Chief Judge, and the Vice Chief
Judges are responsible for “prepar|ing] budget requests” for the Director and
“le]xecut[ing] the operating budget,” Appx4005; see also Appx4103; Appx4109, but are

not represented on the Public Advisory Committees and do not have final control
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even over the Director’s submission to the Department of Commerce. USPTO,
Patent Public Advisory Committee Members Biographical Information,
https://go.usa.gov/x78Hg (last visited Oct. 26, 2020) (listing members); USPTO,
Trademark Public Advisory Committee Members, https:/ /go.usa.gov/x78Hj (last visited
Oct. 26, 2020) (same). Their role in budgetary matters is far more attenuated than
that played by the mayor in Dugan or the FERC Commissioners in Delaware
Riperkeeper.

Indeed, not even the Director has the type of budgetary responsibilities present
in Dugan, where the mayor had a one-fifth role in the legislative body controlling town
finances. Once the Director completes the review process regarding the USPTO
budgetary request, the Director submits that proposal first to the Department of
Commerce and Public Advisory Committees and then to the Office of Management
and Budget. 35 U.S.C. § 1; 35 U.S.C. § 3(a)(2)(B); Office of Privacy & Open Gov't,
Dep’t of Commerce, Under Secretary of Commerce for Intellectual Property and Director of the
United States Patent and Trademark Office, DOO 10-4, § 3.01(e)(5) (Sept. 28, 2012),
https://go.usa.gov/x72gh (DOO 10-4). Additional review occurs at both steps.
DOO 10-4 § 3.01(e)(5); Exec. Office of the President, OMB, Cireular No. A-11
Preparation, Submission, and Execution of the Budget § 10.4 (July 2020),
https://go.usa.gov/x78He. The President is ultimately responsible for transmitting

the President’s Budget to Congress. See 31 U.S.C. § 1105(a). Itis then up to Congress
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how much money to appropriate for the USPTO’s use under any conditions
Congtresses chooses to impose.

Even after Congress has determined how and at what level to fund the
USPTO, control over how to divide up the appropriated funds within the office is
vested in the Director (subject to any conditions Congress imposes). See 35 U.S.C.

8§ 1(a), 3(a)(1); see also, e.g. 133 Stat. at 2389-90 (limiting spending on official reception
and representation expenses to $900 and directing $2,000,000 to the Office of the
Inspector General). Mobility Workx cites nothing to support its suggestion (Br. 34)
that APJs, rather than Congress and the Director, control such decisions, and thus
determine what portion of funds appropriated to the USPTO will be used for the
PTAB. Rather, Mobility Workx cites documents indicating only that PTAB
leadership makes an initial budgetary proposal and then executes the budget allocated
to the PTAB within the congressionally and Director-controlled budget. Appx4005;
see also Appx4301; Appx4109.

Mobility Workx suggests (Br. 35) that PTAB’s budget is determined by the fees
it collects, but this is incorrect. Congtress sets the USPTO’s budget as a whole, and in
the absence of any congressional direction regarding allocation of appropriated funds
to particular entities within the USPTO, the Director has statutory authority to make
all budgetary decisions within the USPTO, including decisions about allocating funds
to entities within the USPTO, such as the PTAB. See 35 U.S.C. § 1(a) (empowering

the USPTO to “exercise independent control of its budget allocations and
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expenditures”); 35 U.S.C. § 3(a)(1) (vesting all “powers and duties” of the USPTO in
the Director). Any direct link between the fees collected as a result of institution
decisions and the PTAB’s budget is thus entirely absent. Cf. Tumey, 273 U.S. at 533;
Ward, 409 U.S. at 60-61.

Indeed, even the incomplete documentation of USPTO finances that Mobility
Workx belatedly seeks to introduce into the record make clear that the current fee
regime gives APJs no incentive to institute more AIA reviews to aid the agency’s
bottom line even indirectly. While Congress has in recent years limited the USPTO’s
budget to the fees it collects, see, e.g., 133 Stat. at 2389-90, Congress has never required
individual components within the USPTO to be cost-neutral. Accordingly, some fees
are set artificially low to foster innovation. Appx4162. Fees for inter partes review
are “considerably lower than the FY 2019 actual unit cost.” 85 Fed. Reg. at 46,946.
The current inter partes review fees were set to “reduce the subsidization,” but did
not eliminate it, Appx4208, as the USPTO seeks to “better understand the long-term
impact of SAS on post-institution costs.” 85 Fed. Reg. at 46,946. Mobility Workx
does not even attempt to explain how APJs could have a financial incentive to
institute proceedings conducted at a loss.

Moreover, the Director can seek to adjust fees to compensate when the volume
of a particular type of filing is lower than expected, Appx4169, further reducing any
tinancial incentive to institute proceedings to cover costs. Apha Epsilon, 114 F.3d at

847 (reasoning that a housing Board’s “authority to raise fees for the next year should
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it fall below budget in any particular year” “further attenuates the financial
motivations of the Board”). In any event, as this Court reasoned in Patlex, fees for
service that are tied to the cost of proceedings do not raise the same concerns as the
tines at issue in Tumey and Ward. Patlex Corp., 771 F.2d at 487.

Mobility Workx apparently assumes (Br. 35-37) that the more proceedings the
Board institutes, the greater its ability to seek large appropriations from Congress in
the future. But, as the D.C. Circuit explained, such “long-term incentives” do not
establish a due process violation. Delaware Riverkeeper, 895 F.3d at 112. Indeed,
“similar theoretical concerns existed in Dzugan.” Id. The Fifth Circuit likewise rejected
this type of argument in concluding that, although “INS’s congressional funding
depends to some extent on its statistical workload in apprehending and deporting
illegal aliens,” any resulting pecuniary interest would be “so remote, trifling and
insignificant that it may fairly be supposed to be incapable of affecting the judgment
or of influencing the conduct of an individual” hearing officer. Benitez-1"illafuerte, 186
F.3d at 660 (quotation marks omitted).

5. Mobility Workx asserts (Br. 32-37) that there is something inherently suspect
in an agency official having both administrative or policy-making functions and
judicial functions. This is incorrect. Not every dual role raises constitutional
concerns. The very cases relied on by Mobility Workx establish that the concern is
present only where an official holds a particular type of “dual role—the sole source of

essential court funds and an appropriator of them.” Caliste v. Cantrell, 937 F.3d 525, 532
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(5th Cir. 2019) (emphasis added); see also Hirsh v. Justices of Supreme Court of State of Cal.,
67 F.3d 708, 714 (9th Cir. 1995) (noting that the Supreme Court has rejected the
argument that the combination of “investigative and adjudicative functions”
“necessarily creates an unacceptable risk of bias” (discussing Withrow v. Larkin, 421
U.S. 35, 47 (1975))); Alpha Epsilon, 114 F.3d at 842, 847 (considering it “less than
optimal” that the Board was both adjudicator and “executor of its finances”—
meaning that the Board was entirely “responsible for its own funding,” which it
obtained through fees and fines—but rejecting due process challenge). Courts
examining mayors’ courts have thus examined “the particular combination of
executive powers vested in the mayor.” DePiero v. City of Macedonia, 180 F.3d 770, 777,
781-82 (6th Cir. 1999) (finding a structural due process problem where the mayor
“holds a degree of executive power comparable to the mayor[] in Ward,” including
“accountability for . . . the fiscal health of the municipality”). There is nothing
problematic about agency leadership setting policy both through adjudication and
through rulemaking.> See, e.g., Security & Exch. Comne’n v. Chenery Corp., 332 U.S. 194,

203 (1947) (noting that the Commission can proceed by rulemaking or adjudication);

> Mobility Workx’s argument (Br. 36) that designating decisions as precedential
is somehow at odds with a judicial role is particularly surprising. The judges of many
courts, including this one, determine whether their decisions will be precedential.
Fed. Cir. IOP 10, § 6. Identifying decisions as precedential is wholly consistent with
the judicial function. In any event, the Director has authority over which decisions
are designated precedential. USPTO, PI'AB Standard Operating Procedure 2 (Revision 10):
Precedential Opinion Panel to Decide Issues of Excceptional Importance Involving Policy or Procedure
1, https://go.usa.gov/x7kuX (last visited Nov. 4, 2020).
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NIRB . Bell Aerospace Co. Div. of Textron Inc., 416 U.S. 267, 294 (1974) (National
Labor Relations Board may proceed by rulemaking or adjudication).

The other cases on which Mobility Workx relies involve situations in which a
government entity’s budget depended directly on the fees collected, rather than being
subject to separate legislative appropriations, and where the decisionmaker directly
controlled the resulting funds, unlike the situation here. See Cazn v. White, 937 F.3d
4406, 449, 454 (5th Cir. 2019) (finding a structural due process problem where fines
and fees levied by judges went into a fund “over which the Judges exercise total
control” and can be “earmarked for specific purposes” and also “goes to support the
salaries of each Judges’ staff,” meaning that reductions in fine collections cause
reductions in the judges’ staff and staff salaries (quotation marks omitted)), cerz. denied,
140 S. Ct. 1120 (2020); Caliste, 937 F.3d at 526 (finding a structural due process
problem where money from magistrate’s bail decisions went into fund for court
expenses “[a]nd the magistrate is a member of the committee that allocates those
tunds”); Esso Standard Oil Co. v. Lopez-Freytes, 522 F.3d 136, 147-48 (1st Cir. 2008)
(finding due process problem where fine that would be twice the size of Board’s
annual operating budget would be deposited into fund over which Board “has
complete discretion,” where there were also indications of actual bias); Rose v. 1/lage of
Peninsula, 875 F. Supp. 442, 448, 450 (N.D. Ohio 1995) (traffic fine imposed by a
mayor whose executive authority was identical to that in Ward and was delineated in

“the same statutes as those that defined the village mayor’s authority in Ward”).
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Mobility Workx’s broad theory of structural bias could jeopardize many
government programs for which Congress has established a user-fee system. The
benefit of increasing the number of users on whom an agency could impose a fee
could, under Mobility Workx’s reasoning, render that agency unconstitutionally biased
in decisions that could change the number of users or the size of the fees. More than
twenty-five federal agencies receive a portion, if not all, of their operating costs
through user fees and other annual assessments. See Admin. Conference of the U.S,,
Sourcebook of United States Executive Agencies, supra at 119-20.

Given the obvious and legitimate congressional interests in establishing such
funding mechanisms, it is unsurprising that this Court rejected a challenge to this type
of arrangement in Pat/ex and neither the Supreme Court nor other circuits have
concluded that such a generalized budgetary concern is the type of interest that
creates unconstitutional bias. See Dugan, 277 U.S. at 65; Delaware Riverkeeper, 895 F.3d
at 112; Doolin, 53 F.3d at 1407; Northern Mariana Islands v. Kaipat, 94 F.3d 574, 580-
81(9th Cir. 1996); Van Harken, 103 F.3d at 1353. Indeed, as the Fourth Circuit has
explained, not only would such a finding “seriously undermine the ability of agencies
in general to adjudicate disputes that affect their official policies,” but it would also
conflict with the presumption that government officials in these agencies perform
their duties consistent with statutory requirements. Doolin, 53 F.3d at 1407. The
court observed that although “all agencies inherently have some level of ‘institutional

bias,” ... such an interest does not render ... agencies incapable of adjudicating
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disputes within their own proceedings given the strong public interest in effective,
efficient, and expert decisionmaking in the administrative setting.” Id. To accept
plaintiffs’ institutional bias claim there, the court concluded, would “abrogate the
presumption of honesty and integrity of administrators who serve as adjudicators.”
Id. (citing Schweiker, 456 U.S. at 195, and Withrow, 421 U.S. at 47).

Thus, any interest that agencies have in maintaining a sufficiently large group of
tee-paying entities is too remote an interest to overcome this presumption and
support a finding of a “temptation” of constitutional dimensions. And the frequency
with which Congress has chosen to create user-fee funding mechanisms indicates
such mechanisms’ constitutionality. See Richardson v. Perales, 402 U.S. 389, 410 (1971)
(refusing to invalidate Social Security Administration hearing examiners’ role in both
gathering evidence and making conclusions, since such a decision would “bring down
too many procedures designed, and working well, for a governmental structure of
great and growing complexity”).

B. The APJs Do Not Have A Personal Pecuniary Interest In
Their Institution Decisions.

Faced with the lack of any plausible claim of institutional interests strong
enough to create a structural due process problem, Mobility Workx attempts to argue
(Br. 37-40) that AP]J salaries create an incentive for APJs to institute proceedings.

This contention is without foundation.

36



Case: 20-1441  Document: 54 Page: 50 Filed: 11/09/2020

To raise due process concerns, the adjudicator’s interest must be “direct,
personal, substantial, [and] pecuniary.” Aetna Life Ins. Co. v. Lavoie, 475 U.S. 813, 826
(1986) (quotation marks omitted). Courts have found that decisionmakers have a
constitutionally problematic personal stake in the outcome of a decision where they
have a significant financial interest in the outcome of a particular case. The mayor in
Tumey, for example, was paid when he convicted a defendant but not when he
acquitted. Tumey, 273 U.S. at 523. A financial interest that is “highly speculative and
contingent,” by contrast, does not give rise to a due process violation. Aetna Life, 475
U.S. at 826 (holding that no due process problem was present where state court
justices who were putative class members in a pending class action decided a case that
would affect the viability of the class action, although the judge who filed the class
action could not decide the controlling case).

In this case, APJs have no financial stake in the outcome of their institution
decisions. An APJ’s salary is simply not linked to the fees collected for AIA trials that
he or she institutes. As discussed above, AP] salaries (with or without performance
award bonuses) are capped by statute and regulation, 35 U.S.C. § 3(b)(6); 5 C.F.R. §
530.203, and most AP]Js already receive the maximum base salary allowed, Appx3881-
3887.° As in Dugan, where the Court relied on the fact that the mayor “receive[d] a

salary in any event, whether he convicts or acquits,” Dugan, 277 U.S. at 65, AP]

6 See https://go.usa.gov/x78x4 (2019 executive pay table).
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compensation does not depend on whether or not proceedings are instituted in any or
all cases. APJ salaries are “not directly linked” in any way to individual fines or fees.
Delaware Riverkeeper, 895 F.3d at 112.

To be sure, there are benefits to working at a well-funded agency, but “this
kind of interest is too contingent and speculative and insubstantial to constitute the
direct stake in the outcome of a case that is constitutionally infirm,” especially where
any interest depends on the legislature continuing a particular funding model in future
years. Kazpat, 94 F.3d at 581. The Ninth Circuit thus found that no due process
concerns were raised by depositing fines imposed by judges into a fund to build a new
courthouse, although judges “are only human” and “will no doubt welcome
courthouse facilities that are more comfortable, efficient and secure.” I4.

Mobility Workx’s argument appears to rest on the fact that APJs with average
and above average performance reviews can qualify for performance award bonuses
of up to $10,000, and that currently one factor in the performance review is the
number of “decisional units” the APJ has earned. See, e.g., Appx3631-3632. The
number of decisional units an APJ earns is based upon the number of decisions
authored in the various jurisdictions of the Board. As discussed in more detail above,
however, the total number of decisional units an AP] may earn over a year does not
depend on the outcomes of those decisions. In particular, as applicable here, the
number of decisional units earned by an AP] does not depend on whether an AIA

trial is instituted (or not instituted) via the decision authored by the AP]. APJ
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performance reviews are entirely neutral as to decision outcomes. See, ¢.g., Appx36206-
3667; 4036-4063; Appx3622-3625. Furthermore, the number of decisional units
earned overall is but one factor that is evaluated together with, znter alia, an AP]’s
ability to produce high quality decisions in a timely manner and conduct themselves
and their proceedings appropriately. Appx3626-3643.

Mobility Workx apparently believes that APJs need to grant petitions and
institute AIA trials in order to ensure a steady pipeline of work so that they can
remain employed, issue decisions, and earn decisional units. Br. 39. This is incorrect.
The PTAB has more than enough work, including substantial numbers of both AIA
cases (in which APJs make decisions on institution) and other Board cases (in which
no decision on institution is involved, such as ex parte appeals). The Board received
over 6,700 ex parte appeals in fiscal year 2020, and currently has a significant backlog
of over 7,500 such appeals.” Additionally, ATA (inter partes review, post-grant review,
and CBM) petition filings increased slightly in fiscal year 2020* compared to fiscal year
2019” and decisions on those petitions—whether granting or denying institution—
earn APJs decisional units. There is no need for APJs to grant petitions and institute

AIA trials in order to ensure that they have sufficient work.

7 See USPTO, Appeal and Interference Statistics 3, 5 (Aug. 31, 2020),
https://go.usa.gov/x7thS.

8 See USPTO, Trial Statistics: IPR, PGR, CBM 5 (Sept. 2020),
https://go.usa.gov/x78aE (1,513 petitions).

? See USPTO, Trial Statisties: IPR, PGR, CBM, 5 (Sept. 2019),
https://go.usa.gov/x78as (1,464 petitions).
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Granting or denying institution in a particular case also does not affect a
particular APJ’s opportunities to author additional decisions. The PTAB continuously
assigns cases to APJs, as needed, and continually balances AP] workloads over time.
See USPTO, PTAB Standard Operating Procedure 1 (Revision 15): Assignment of Judges to
Panels 1 (last visited Oct. 22, 2020) (SOP 1).! When assigning new cases, PTAB
considers an APJ’s current caseload and availability in view of existing and potential
statutory due dates, as well as any other workload at the Board. SOP 1, at 1, 12. If an
APJ is “below his or her target participation level in AIA proceedings,” that judge is
given priority when assigning cases. SOP 1, at 12. An APJ may also request ex parte
appeal cases if he or she wishes to write additional decisions. SOP 1, at 5.
Additionally, APJs are expected to support the mission of the Board in other ways,
including by spending time on non-decision related activities, such as mentoring
newer members of the Board, participating on committees, preparing continuing legal
education material, and developing rules or policies. See Appx3623-3624. APJs may
also be detailed to other units within USPTO. APJs who are assigned a significant
amount of non-decision related activities can receive production goal adjustments.
Appx3623 (discussing production adjustments for special projects); see also Appx3623

(APJs must be given opportunity to explain if they have issued few decisions).

10 Available at https://go.usa.gov/x7Yq8.
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Even if the PTAB were to eliminate its backlog of ex parte appeals and if the
current load of AIA petitions were reduced, there would still be no basis for
concluding that APJs would have a financial incentive to institute proceedings. The
current performance evaluation criteria, which include the volume of decisions an AP]
has authored as one of several evaluation criteria, reflect the current situation in which
the PTAB is handling a large volume of AIA petitions and trying to reduce its backlog
of ex parte appeals. If, at some point in the future, it is no longer necessary for APJs
to produce such a high volume of decisions, USPTO could revise the performance
standards. USPTO has done so in the past. Compare Appx3631, with Appx3891 (older
form without numerical thresholds for top two ratings). There is no reason to
speculate that, in a hypothetical future where the Board has a lower volume of work,
the USPTO would give APJs artificially low performance reviews to APJs who were
contributing fully to the agency’s mission. And such speculation certainly could not
give rise to any inference that APJs currently have an unconstitutional temptation to
add to the PTAB’s current workload.

In any event, in addition to the quantity of authored decisions, APJs are also
evaluated on the quality of their written work. Their written decisions should be
“logically presented, soundly reasoned, [and] have accurate analysis.” Appx3627.
Thus, APJs who do their jobs incorrectly by instituting (or failing to institute) trials
based on considerations other than the facts and the law would have lower

performance ratings. Unnecessary, meritless AIA petitions would lack the necessary
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tactual findings and legally supported explanations for the decision outcome, as
required of APJs in their performance reviews. Appx3627; Appx4037-4038.

Even more puzzling is Mobility Workx’s assertion (Br. 40-42) that APJs lack
independence in a way that creates incentives to institute proceedings. Mobility
Workx’s argument apparently rests on the incorrect assumption that APJs are
reviewed by officials who face incentives to institute proceedings. AP]Js are typically
reviewed by Lead APJs, who have no more incentive to institute proceedings than
other APJs. Appx3635. As noted above, APJ reviews are based on a number of
specific factors and stated criteria, none of which includes the number of proceedings
an APJ institutes. The Chief Judge, Deputy Chief Judge, and Vice Chief Judges are in
part evaluated on the goal of reducing the PTAB’s backlog in ex parte appeals and
issuing timely decisions in AIA proceedings, Appx3904; Appx4032; Appx4110, goals

that would not be furthered by instituting unnecessary proceedings.!!

"' Indeed, the Boatrd precedent has implemented numerous procedures and
policies that provide additional bases to deny institution under certain circumstances,
even if the merits of a petition satisfy the statutory institution criteria, in order to
address fairness, balance, predictability, and other stakeholder concerns. See e.g.,
General Plastic Indus. Co. v. Kaisha, IPR2016-01357, 2017 WL 39177006, at *7 (P.T.A.B.
Sept. 6, 2017) (providing nonexclusive factors considered under § 314(a)); Apple, Inc. .
Fintiy, Inc., IPR2020-00019, 2020 WL 2126495, at *2 (P.T.A.B. Mar. 20, 2020) (same);
Advanced Bionics, ILC v. Med-E! Elektromedizinische Gerate GMBH, IPR2019-01469,
2020 WL 740292, at *3-4 (P.T.A.B. Feb. 13, 2020) (discussing two-part framework
considered under 35 U.S.C. § 325(d)). AIA petition institution rates have gone down
over the years. See USPTO, Trial Statistics (Sept. 2020), supra at 6.
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In any event, supervision by agency officials does not create the type of “direct,
personal, substantial, [and] pecuniary” interest that gives rise to a structural due
process problem. See Ward, 409 U.S. at 60 (quoting Tumey, 273 U.S. at 523)
(discussing general standard). Mobility Workx asserts that APJs are like “meter
maid[s] who ha[ve] to write so many tickets to help fund a city’s budget.” Br. 58.
Even if this comparison were remotely accurate, the Seventh Circuit rejected a
structural due process challenge where the hearing officers who presided over parking
tickets were “hired by, and can be fired at will by, the City’s Director of Revenue, who
may want to maximize the City’s ‘take’ from parking tickets.” 17an Harken, 103 F.3d
at 1352. Similarly, the Sixth Circuit rejected the argument that a state agency’s
adjudication of a permitting decision that was strongly supported by state leadership
presented a structural due process problem. Hammond v. Baldwin, 866 F.2d 172, 178
(6th Cir. 1989). The Sixth Circuit reasoned that “such a rule could lead to the
impossible consequence of disqualifying any branch or official of the state from
adjudicating any controversy in which the state has a pecuniary or policy interest.” Id.;
see also Marcello v. Bonds, 349 U.S. 302, 311 (1955) (rejecting as “without substance” a
due process challenge to immigration proceedings on the basis that the adjudicator
“was subject to the supervision and control of officials in the Immigration Service

charged with investigative and prosecuting functions”).
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IV. Mobility Workx’s Remaining Arguments Have Already Been
Rejected By This Court.

Mobility Workx also seeks a remand under Arthrex, challenges the Director’s
decision to delegate institution decisions to the Board on both due process and APA
grounds, and raises a takings challenge to the inter partes review statute. These
challenges are meritless and have already been rejected by this Court in other cases.

A. The Appointments Clause Challenge Is Foreclosed By
Caterpillar.

Mobility Workx may not receive a remand based on an asserted Appointments
Clause defect in the statutes governing the Board because the Board’s decision in this
case issued after this Court’s October 31, 2019 decision in Arthrex, and this Court has
held that APJs were constitutionally appointed as of that date.

In Arthrex, this Court ruled that APJs were principal officers under the statutes
as then configured, severed their Title 5 removal protections to render them inferior
officers, and remanded the case to be reheard by a different panel of APJs. 941 F.3d
at 1325. The Court explained that the remedy was appropriate because “the final
written decision on appeal issued while there was an Appointments Clause violation.”
Id.

In Caterpillar, this Court addressed a challenge to a Board decision issued
thereafter, holding that APJs “were constitutionally appointed as of the date that this
court issued its decision in Arthrex.” Caterpillar Paving Prods. Inc. v. Wirtgen Am., In.,

957 F.3d 1342, 1343 (Fed. Cir. 2020). This Court has declined to remand cases based
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on final written decisions that issued after October 31, 2019. 1d.; Document Sec. Sys.,
Inc. v. Nichia Corp., No. 2020-1383, 2020 WL 3168525 (Fed. Cir. June 12, 2020)
(nonprecedential). Although Mobility Workx fails to cite Caterpillar, it acknowledges
that, under Arthrex, “only patent holders for cases that were decided before the
October 31, 2019 Arthrex decision that did not file an appeal or raise the
Appointment issue in their appeal were eligible for a new trial.” Br. 56. Under
Aprthrex and Caterpillar, the Court should not remand when any Appointments Clause
defect in the statutes governing the APJs was rectified before the Board issued a final
written decision in this case.

If, despite Caterpillar and Mobility Workx’s waiver of this issue, this Court
nevertheless wishes to consider the Appointments Clause issue in this case, it should
defer doing so pending review of Arthrex in the Supreme Court. The government
acknowledges that this Court concluded in Ar#hrex that an Appointments Clause
defect existed in the statutes governing the Board, and it preserves for any further
review in this case its disagreement with that conclusion. The Supreme Court has
now granted the government’s petition for a writ of certiorari in Arthrex. See Arthrex,
Inc. v. Smith & Nephew, Inc., __S. Ct. __, Nos. 19-1434, 19-1452, 19-1458, 2020 WL
6037208, at *1 (U.S. Oct. 13, 2020).

It would be inefficient and burdensome for the Court, the parties, and the
agency to process a remand in this case before the Supreme Court issues a decision.

Thus, as it has in other cases, the Court should defer disposition on this ground until
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the Supreme Court acts. See, e.g., Order, Oren Techs., I.LC v. Proppant Express Invs.
LIC, No. 20-1146 (Fed. Cir. May 18, 2020) (staying appeal pending final resolution of
the Supreme Court’s review in Arthrex). And, because the Board has issued a blanket
order administratively staying remands under Arthrex pending Supreme Court review,
the proceedings would not move forward at the Board until after that review anyway.
See General Order in Cases Remanded Under Arthrex, Inc. v. Smith & Nephew, Inc., 941
F.3d 1320 (Fed. Cir. 2019), at 1-2 (P.T.A.B. May 1, 2020).

B. The Challenge To The Director’s Delegation Of Institution
Decisions To The Board Is Foreclosed By Ethicon Endo-

Surgery.

Mobility Workx asserts (Br. 45-48) that the delegation of institution decisions
to the Board raises due process concerns because APJs may prejudge the case before
seeing the full trial record and that it violates the APA by merging investigative and
prosecutorial functions.

This Court already rejected these arguments in Ethicon Endo-Surgery, Inc. v.
Covidien 1P, 812 F.3d 1023 (Fed. Cir. 2016), as Mobility Workx concedes, Br. 47. As
this Court explained, “[bJoth the decision to institute and the final decision are
adjudicatory decisions and do not involve combining investigative and/or
prosecutorial functions with an adjudicatory function.” 812 F.3d at 1030. Such
procedures are “directly analogous to a district court determining whether there is ‘a
likelihood of success on the merits’ and then later deciding the merits of a case.” 1d.

Far from being problematic, many courts encourage such arrangements for reasons of
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judicial efficiency. This Court’s internal operating procedures, for example, provide
that “[a] motions panel that decides to expedite an appeal may decide to reconstitute
itself as the merits panel.” Fed. Cir. IOP 3, q 1.!?

C. The Takings Challenge Is Foreclosed By Celgene.

Mobility Workx argues that the retroactive application of the IPR statute to its
challenged patent, which issued before that statute was enacted in 2012, is an
unconstitutional taking of its property rights without just compensation. Br. at 53-55.
This Court rejected this argument in Celgene Corp. v. Peter, 931 F.3d 1342, 1358-63
(Fed. Cir. 2019), cert. denied, No. 19-1074, 2020 WL 3405867 (U.S. June 22, 2020); see
also Christy, Inc. v. United States, 971 F.3d 1332, 1335-36 (Fed. Cir. 2020) (holding that
the “cancellation of patent claims in [an] inter partes review cannot be a taking under
the Fifth Amendment” (quoting Golden v. United States, 955 F.3d. 981, 989 n.7 (Fed.
Cir. 2020))). Mobility Workx fails to address Celgene. 'The law on this issue is settled

and Mobility Workx’s takings argument is foreclosed by governing precedent.

12 Available at https://go.usa.gov/x78cn.
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CONCLUSION

For the foregoing reasons, this Court should hold that Mobility Workx’s

constitutional challenges are either forfeited or meritless.
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