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The antitrust laws have become the weapon of choice for defendants facing patent infringement claims. The two most
common antitrust counterclaims brought by infringement defendants are known as Walker Process claims and Handgards or
sham litigation claims. Through sheer repetition and a philosophical change in the judiciary, motions to dismiss these
counterclaims have become more difficult to win as courts have somewhat overlooked the stringent requirements of these
causes of action. More claims now proceed through discovery and in some cases to a jury.1 As a result, patent holders should
generally expect to face these expensive and potentially destructive antitrust claims brought as defensive measures against
their patent infringement cases. *96 Further, some courts appear willing to consider novel antitrust theories, such as fraud on
a standard-setting body, that expand the limited antitrust doctrines available in the patent context to include conduct that
would normally be analyzed under the doctrine of patent misuse.2 Moreover, the Federal Trade Commission (“FTC”) is
considering enacting a rule that would subject companies to antitrust liability for failing to disclose patents and even pending
patent applications to standard-setting bodies to which they belong.3 These novel antitrust counterclaims pose serious
litigation risks. The mere threat of treble damages, coupled with the loss of patent rights, obviously raises the stakes for
patent holders pursuing infringement claims.
Legitimate patent holders should take some solace in the fact that these claims generally remain difficult to prove. This article
attempts to outline the elements of Walker Process and Handgards or sham litigation claims and to explain the grounds on
which these claims may be attacked in motions to dismiss and/or at the summary judgment stage. The article then addresses
the recent Xerox4 case and its implications for antitrust plaintiffs and their attempts to expand the limited circumstances under
which the Federal Circuit permits antitrust to infringe on patent rights.
I. Patent Infringement Claims Based on Fraudulently Procured Patents: Walker Process
In 1965, the Supreme Court decided Walker Process Equipment, Inc. v. Food Machinery & Chemical Corp.5 Walker
Process’s holding merely applied basic antitrust analysis for Sherman Act Section 2 claims to firms that have enforced

patents obtained through fraud on the Patent Office.6 To the extent there were questions about the applicability of the antitrust
laws to conduct by patent holders, nowhere in Walker Process did the Court suggest that conduct directly related to legally
acquired patent rights could be subject to treble damages under the antitrust laws.
Notwithstanding inventive claims brought by antitrust plaintiffs, the antitrust liability doctrine of Walker Process is a simple
concept. An entity that defrauds the Patent and Trademark Office (PTO) should not be afforded the Constitutional protections
of Article I, Section 8, and the patent laws in general.7 If those *97 protections are lifted, the entity’s conduct may then, quite
properly, be scrutinized under the antitrust laws. This is precisely why Walker Process and its progeny require the antitrust
plaintiff to show fraud on the PTO as well as all the regular requirements for bringing a Sherman Act Section 2 claim.
As a broad framework, Walker Process operates through two elements. First, a claimant must plead and prove that the
patent(s)-in-suit were obtained through fraud on the PTO.8 Second, a claimant must also meet the requirements for bringing a
claim under Section 2 of the Sherman Act.9
The fraud-on-the-PTO element10 requires a party to plead and prove that the patentee: 1) knowingly and willfully made a
fraudulent omission or misrepresentation; 2) with clear intent to deceive the patent examiner; and 3) that the
misrepresentation or omission was the “efficient, inducing, and proximate cause, or the determining ground” of the issuance
of the patent, i.e., “the patent would not have issued but for the misrepresentation or omission.”11 There are sub-elements here
that a defendant may use to attack an antitrust claim. For example, Walker Process fraud requires “independent and clear
evidence of deceptive intent [related to misrepresentations or omissions from a patent application] together with a clear
showing of reliance, i.e., that the patent would not have issued but for the misrepresentation or omission.”12
In analyzing fraud relating to omissions, Nobelpharma held that failure to cite prior art to the PTO will support antitrust
liability only “in limited circumstances.”13 These circumstances must include evidence of fraudulent intent: “[a] mere failure
to cite a reference to the PTO will not suffice.”14 Claims of misrepresentation require similar proof. “[T]he fact
misrepresented must be ‘the efficient, inducing, and proximate cause, or the determining ground’ of the action taken in
reliance thereon.”15
*98 The materiality element required to establish a Walker Process claim is also critical .16 The Federal Circuit rejected the
argument that a presumption of materiality existed merely for withheld prior art. The court held “[t]here is no presumption
that information not filed by an applicant was material simply because patentability ensued.”17 The court also rejected the
notion that deceit ought to be presumed from the fact that omissions occurred:
Deceptive intent is not inferred simply because information was in existence that was not presented to the
examiner; and indeed, it is notable that in the usual course of patent prosecution many choices are made,
recognizing the complexity of inventions, the virtually unlimited sources of information, and the burdens
of patent examination.18
These Walker Process fraud issues relating to materiality and the intent to defraud may be raised effectively as defensive
arguments.19 Further, as with all fraud claims, Rule 9(b) of the Federal Rules of Civil Procedure requires particularity in a
plaintiff’s fraud pleadings.20
Assuming a plaintiff can raise sufficient fact questions to survive motions to dismiss and summary judgment on the Walker
Process fraud elements, the antitrust plaintiff must also meet the traditional elements of an antitrust claim under Section 2 of
the Sherman Act.
The most common Section 2 basis for a Walker Process claim is an attempt-to-monopolize theory. This is generally the case
because the unlawfully acquired patents are being used to gain monopoly power and the unlawful patent holder has not yet
acquired monopoly power in a relevant market. The absence of monopoly power in a relevant market is fatal to a traditional
Section 2 monopolization claim.21
*99 Although extremely unsuccessful before the courts,22 antitrust plaintiffs continue to raise Walker Process claims as an
offensive litigation tactic. The threat of treble damages and the protracted and costly litigation of antitrust claims lead many
executives to reassess the benefits of protracted legal action. Because these claims allege unlawful use of intellectual property
rights and remain extremely difficult to plead and prove, those companies attempting to protect their lawfully acquired
intellectual property should not succumb to settlement pressure brought through Section 2 counterclaims.

II. Invalid Patents and Handgards
The Federal Circuit views sham litigation and Walker Process claims as distinct and separate means for defeating
Noerr-Pennington immunity and successfully raising counterclaims against patent infringement suits.23 Handgards, Inc. v.
Ethicon, Inc. is recognized as the first case to address sham litigation in the patent context.24 The case involved the
defendant’s assertion of invalid patents *100 against its competitor (Handgards) that impaired Handgards’ relations with
potential customers, aborted a proposed joint venture, and left Handgards unable to obtain outside financing necessary to
remain competitively viable.25 The court recognized that such conduct may implicate the antitrust laws because the conduct
effectively eliminated competition in a relevant market.26 As a result, the use of the courts, or other governmental agencies to
enforce invalid patents, either alone or with other related conduct that tends to eliminate competition in a relevant market,
became known as a Handgards or sham litigation claim.
It is critical to note that Handgards also involved conduct associated with invalid patents. To date, “[n]o court has ever held
that the antitrust laws require a patent holder to forfeit the exclusionary power inherent in his patent the instant his patent
monopoly affords him monopoly power over a relevant product market.”27 As a result, there is no recognized antitrust claim
that arises from anticompetitive conduct that is grounded solely on enforcing valid patents.28 Consequently, a sham litigation
claim requires proof similar to the proof required for a Walker Process claim. There must be some inquiry into the validity of
the patents at issue.29
A sham litigation claim is an exception to Noerr-Pennington immunity that requires a plaintiff to plead and prove that (1) the
infringement suit was objectively baseless at the time the lawsuit was filed.30 Only if this element is pled and proven does the
Court move to the second element requiring proof that the suit was (2) motivated by a subjective intent to abuse the litigation
process to interfere with the business of a competitor, rather than to obtain judicial relief.31 The Supreme Court first adopted
this two-part test in Professional Real Estate Investors or “PRE.”32 Such a claim is not limited to the antitrust context.33
*101 A plaintiff asserting a sham litigation claim must first prove that the suit was objectively baseless.34 “A lawsuit is
objectively baseless only if ‘no reasonable litigant could realistically expect success on the merits.” ’35 If an objective party
could determine that the suit was “reasonably calculated to elicit a favorable outcome,” an antitrust claim based on sham
litigation fails.36 An objective review of legally reasonable litigation precludes any inquiry into the subjective economic
circumstances or motivations the antitrust defendant may have had in bringing the suit.37
In patent infringement cases, courts recognize that a ruling of non-infringement “does not necessitate a finding that the
lawsuit was objectively baseless.”38 In fact, the Supreme Court requires an inquiry into the reasonableness of the antitrust
defendant’s litigation when filed.39 As a result, courts “must resist the understandable temptation to engage in post hoc
reasoning by concluding that an ultimately unsuccessful action must have been unreasonable or without foundation.”40 This is
particularly true where a court’s ruling on claim construction results in the loss of the antitrust defendant’s infringement
case.41
Only if an antitrust plaintiff makes a preliminary showing of baselessness, should a court examine the litigant’s subjective
motivation for bringing the infringement suit. Under this second prong of PRE, the claimant must present evidence that “the
baseless lawsuit conceals ‘an attempt to interfere directly with *102 the business relationships of a competitor.” ’42 Because
of the difficulty of proving the first prong of PRE, courts rarely reach issues related to the subjective intent of the party
bringing the infringement case.
III. Attempted Monopolization
Assuming an antitrust plaintiff can present material issues of fact to show fraud on the PTO or that defendant filed an
objectively baseless suit coupled with improper subjective motivation for bringing the claim, an antitrust plaintiff must plead
and prove the remaining elements of a Section 2 claim. Because firms do not generally have market power without valid
patents, most of these counterclaims will involve attempted monopolization.
An attempted monopolization claim under Section 2 requires proof (1) of a relevant market; (2) that defendant has engaged in
predatory or otherwise anticompetitive conduct; (3) that defendant specifically intended to acquire monopoly power within

the market; and (4) that defendant has reached a dangerous probability that the attempt would be successful in achieving a
monopoly in the relevant market.43
The dangerous probability requirement offers the best opportunity to dismiss the case before trial because this element may
not be inferred solely from the complained-of acts.44 Rather the analysis also requires an inquiry into the relevant product and
geographic markets and the defendant’s economic power in those markets.45 Such an analysis in a patent case would consider
the antitrust defendant’s economic power apart from the asserted patents.
Assessing the antitrust defendant’s likelihood of achieving monopoly power in a relevant market is usually accomplished by
analyzing the defendant’s market share and considering evidence of entry barriers.46 If the defendant already enjoys
significant market power, it is likely that the defendant’s conduct, if undeterred, will result in actual monopolization.47 On the
other hand, low market share is *103 probably an indication that the defendant is not, and may never be, dangerously close to
achieving monopoly power.48
But even a high degree of market share is not necessarily determinative. Courts also look to overall competitive conditions
within the industry. For example, proof that the market remains highly competitive despite defendant’s large market share
tends to negate the dangerous probability element.49 Moreover, a defendant’s high market share may be offset by low barriers
to entry.50 This analysis becomes more convoluted when the use of a patent (valid or invalid) may itself confer market power.
A court should consider the nature of the relevant market as well as the available substitutes and entry barriers to determine
whether the use of the patent alone may confer a dangerous probability of achieving monopoly power.51
IV. Xerox: The Safety Zone for the Use of Valid Patents
The Supreme Court recently let stand one of the most important Federal Circuit cases in recent memory.52 Xerox delineated
the narrow circumstances under which a purported patent holder may be held liable under antitrust law for the exercise of its
patent rights.53
In Xerox, the plaintiffs accused Xerox of violating the Sherman Act for its refusal to sell its patented parts to independent
service organizations (“ISOs”) that were competing to service and to maintain Xerox copiers. The plaintiffs alleged Xerox’s
conduct would eliminate ISOs as competitors in the relevant service *104 markets because they were being denied access to
necessary patented parts. Xerox counterclaimed for patent infringement and contested the antitrust allegations, claiming an
unfettered right to license, or not to license, its patented parts.54
The district court dismissed the antitrust claims, holding that “a patent. . .holder’s unilateral refusal to sell or license its
patented invention. . .is not unlawful exclusionary conduct under the antitrust laws, even if the refusal to deal impacts
competition in more than one market.”55 The court also held “the right holder’s intent in refusing to deal and any other alleged
exclusionary acts committed by the right holder are irrelevant to antitrust law.”56
On review, the Federal Circuit first reconfirmed its exclusive appellate jurisdiction over the restrictions antitrust law places
on a patentee’s exercise of its patent rights.57 The Federal Circuit then identified the narrow situations when the acquisition or
enforcement of patent rights could result in antitrust liability.58 The court held that antitrust laws cannot restrict a patentee’s
rights unless the alleged infringer proves one of three conditions: (1)” that the asserted patent was obtained through knowing
and willful fraud within the meaning of Walker Process Equip., Inc. v. Food Mach. & Chem. Corp.”59; (2)” that the
infringement suit was a mere sham to cover what is actually no more than an attempt to interfere directly with the business
relationships of a competitor”60; or (3) illegal tying. The court stated:
In the absence of any indication of illegal tying, fraud on the Patent and Trademark Office, or sham
litigation, the patent holder may enforce the statutory right to exclude others from making, using, or
selling the claimed invention free from liability under the antitrust laws. We therefore will not inquire
into his subjective motivation for exerting his statutory rights, even though his refusal to sell or license
his patented invention may have an anticompetitive effect. . . .61
The Federal Circuit found no more reason to inquire into the “subjective motivation of Xerox in refusing to sell or license its
patented works than [it] found in evaluating the subjective motivation of the patentee in bringing suit to enforce the same
right.”62 It is this reasoning that underscores the importance of this *105 decision. The plaintiffs in Xerox were prepared to

show that the refusal to sell or license was driven by anticompetitive goals. The court chose to protect the patent rights of
Xerox despite any anticompetitive conduct that may have been proven.
This decision, therefore, essentially immunizes a patentee from antitrust liability unless, as explained above, it can be shown
that (1) the patent was obtained by fraud on the Patent & Trademark Office; (2) the suit by the patentee was “sham” as
defined by PRE63 or (3) the patent was used as a “tie” to extend market power beyond the patent grant.
While plaintiffs undoubtedly will continue to raise antitrust claims based on anticompetitive conduct, Xerox would appear to
foreclose antitrust relief based on the enforcement of valid patents - unless the conduct involves a tying claim.64 Recent cases,
however, demonstrate that district courts and the Federal Trade Commission continue to struggle with the application of
antitrust laws in the patent context.65
For example, in Wang Laboratories, Inc. v. Mitsubishi Electronics America, Inc., the Federal Circuit held that Wang’s
conduct in attempting to gain market recognition for its patented single in-line memory module (“SIMM”) design granted
Mitsubishi an implied license to manufacture and to sell the patented products.66
Beginning in September of 1983, Wang sought to patent its related SIMM design. These efforts resulted in two such patents
issuing in 1987 and 1988. Prior to filing the first of the applications, a panel of Wang employees, including the inventor of
the subject patents, introduced Wang’s SIMM technology to the computer industry press. The panel indicated that Wang
would fight at the Joint Electron Device Engineering Council (JEDEC), the industry’s standard-setting organization, to
ensure that its SIMM technology would become the memory module standard. The panel further revealed that Wang did not
intend to produce SIMMs; rather, Wang would encourage others to manufacture the modules and then purchase them for use
in its products. One panelist stated that Wang was not seeking patent rights in the SIMM design. Finally, the panel indicated
that Wang’s ultimate goal was to generate a large market for SIMMs and then take advantage of the volume-related cost
reduction.67
Wang’s dreams apparently came true. Its SIMM design was adopted at JEDEC as the industry standard, several
manufacturers began mass-producing and *106 marketing SIMMs, a large market developed for the modules, and Wang
became a high volume purchaser. Mitsubishi was one of the manufacturers that Wang approached to produce SIMMs. During
negotiations, Wang even suggested to Mitsubishi that it modify its SIMM design to comport with Wang’s technology.68
Through all of this Wang never revealed the existence of its patent applications relating to the SIMM design it was so
fervently promoting within the industry. Then, in December of 1989, Wang accused Mitsubishi of patent infringement. In its
defense, Mitsubishi asserted that Wang’s conduct created an implied license.69
The Federal Circuit agreed with Mitsubishi, holding that not only did Wang grant Mitsubishi a right to use the SIMM
invention, but Mitsubishi supplied valuable consideration to Wang.70 The court reasoned that “Wang received exactly the
remuneration it desired: Wang’s design is an industry standard, and the benefits of a large market and lower prices for
SIMMs redound to this day.”71
Although Wang did not turn on antitrust analysis, plaintiffs continue to cite the case as an example of conduct that may raise
antitrust concerns in a patent context.72 The case could be interpreted to stand for the proposition that a patent-holder’s lawful
monopoly may be limited or waived by virtue of its efforts to gain market share for its patented product while keeping secret
its property rights in the product.73 Read in light of Xerox, however, Wang merely relies on the remedies available in patent
law to address misuse of valid patents. Courts should not allow antitrust law and its ever-vigilant practitioners to expand
antitrust into an area of law that has developed its own remedies to deal with conduct affecting the use of valid patents.
Another example arose in the FTC’s action against Dell Computer. A majority of the commission ordered that Dell could not
enforce its patents against members of a standard-setting organization due to its misrepresentations to the organization.74 Dell
was a member of the Video Electronics Standards Association (“VESA”). VESA, like many standard-setting associations,
has a policy that requires its members to certify that they have disclosed any potentially conflicting patent rights. VESA
asked its members, including Dell, to certify whether they had *107 any patents, trademarks or copyrights that may
potentially conflict with the VL-BUS standard. According to the majority opinion, Dell certified that it had no such
conflicting intellectual property rights.75 The commission determined that VESA adopted its standard based in part on Dell’s
certification that it had no conflicting intellectual property rights.76

After the standard was adopted, Dell sought to enforce its patent against VESA members who planned to follow the adopted
standard. The FTC instituted an enforcement action against Dell, alleging that Dell’s attempt to enforce its patents, having
failed to disclose them to a standards-setting body in which it participated, violated the FTC Act. The Commission found that
Dell failed to act in good faith and that its failure to disclose was “not inadvertent.” The Commission further found that
VESA would have incorporated a different technology into the VESA standard had Dell properly disclosed its intellectual
property.77
Therefore, the majority ordered that Dell was prohibited from enforcing its patent against those using the VL-BUS standard
adopted by VESA.78 The commission further ordered that Dell be prohibited from enforcing patent rights in the future where
it intentionally fails to disclose those rights upon request of any standard-setting organization during the standard-setting
process.79
In a lengthy dissent, Commissioner Mary L. Azcuenaga first noted that “[t]he sole act for which Dell is charged with a
violation of law is that Dell’s voting representative, in voting to adopt the standard, signed a certification that to the best of
his knowledge, the proposed standard did not infringe on any relevant intellectual property.”80 Azcuenaga reasoned that in a
routine antitrust analysis, the majority should have first answered two key questions: (1) whether Dell intentionally misled
the standards-setting organization into adopting the standard that was covered by its patent and (2) whether as a result of the
adoption of this standard Dell obtained market power through its knowing and intentional misleading of the standard-setting
organization.81
Dell is a poorly reasoned decision because, among other reasons, no allegations in the complaint show that Dell intentionally
or knowingly misled the standard-setting organization. Further, no allegation or facts exist to show that Dell obtained or
threatened market power in the relevant market. The dissent points out that the commission essentially ignored the factual
questions of intent and knowledge in effect imposing a strict liability standard on Dell. Nothing in the *108 complaint alleges
that Dell’s voting representative was aware of the patent or the potential infringement at the time the vote on the standard was
taken. The commission essentially imposed liability based on constructive knowledge or unsubstantiated inferences that the
Dell representative must have known of the patent because some people at Dell did know of the patent. The commission’s
actions effectively imposed a duty of disclosure on Dell far beyond what the standard-setting organization required in its
patent disclosure policy. The dissent correctly recognizes the biggest concern to be that the commission’s decision forces
companies to place their intellectual property at risk merely by participating in the standard-setting process.82
Another serious problem with the commission’s decision is that it fails to address whether Dell acquired or extended its
market power. Nothing in the analysis suggests that Dell acquired power to control prices and output in a relevant antitrust
market.83 Instead, the majority asserts that the standard itself confers market power after the industry standard becomes
widely accepted.84 This statement demonstrates the majority’s failure to address traditional antitrust analysis because
computer producers could readily switch to designs that did not incorporate Dell’s technology. The fact that other technology
may have been slower or less productive does not translate into higher prices or restricted output for consumers or any other
harm to competition or consumers.85
The majority of public commentary on this decision agrees with the dissent.86 Industry and standard-setting participants worry
that large firms with extensive patent portfolios would put themselves at significant risk by participating in standards setting
organizations after this decision.87 The dissent and numerous legal scholars, trade associations and standard-setting
organizations, including JEDEC, criticized the Dell majority decision on these and other grounds.88
Conclusion
Walker Process and Handgards or sham litigation claims remain extremely difficult to plead and to prove. Antitrust
defendants should focus on the limits set *109 by Xerox, the elements of fraud on the patent office for Walker Process, and
the elements of objective baselessness for sham litigation claims as first line defenses. The remaining elements of Section 2
also offer significant potential opportunities for dismissal.
Practitioners should also remind courts that Federal Circuit law controls in issues related to antitrust’s imposition on patent
rights. Xerox correctly rewards innovators by imposing antitrust liability only when the conduct in question is based on an
invalid patent claim or improperly seeks to expand on otherwise valid patent rights. Its limitations on imposing antitrust
liability in the patent context are well reasoned and flow from the long-standing observance of the interplay between the two

doctrines. Notwithstanding the commentary of some noted antitrust scholars and practitioners,89 Xerox correctly draws the
lines between the two disciplines.90 The patent laws offer ample protections for misconduct related to valid patents.91 The
antitrust laws should - and after Xerox, they do - respect the long-standing protections afforded to intellectual property by
Article I, section 8, and the patent laws.92
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