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------------------------------ ) 

COMMENTS OF ACACIA RESEARCH CORPORATION 

Acacia Research Corporation ("Acacia" or "Company"), acting through counsel and in 
accordance with the Commission's Notice and Request For Public Comment in the captioned 
Project1

, hereby submits its comments, which (a) provide background information on Acacia and 
(b) set forth the Company's views regarding the scope and content of the information being 
sought by the Commission, including explaining the impact of and authority for the scope of the 
potential information requests as set out in the Notice, outlining the privileged nature of much of 
the requested information, and instructing as to the confidential nature of requested 
information? 

I. ACACIA'S BACKGROUND 

Acacia is headquartered in Newport Beach, California, with subsidiary offices in Plano and 
Houston, Texas, and Woodcliff Lake, New Jersey. Through its subsidiaries, Acacia employs 
people engaged in the business of sourcing, securing, analyzing and ultimately licensing patented 
inventions. Acacia is a publicly traded company and accordingly, is transparent through its 
public disclosures filed with the Securities and Exchange Commission and is accountable to its 
shareholders. 

Acacia empowers inventors and patent owners, financially rewarding them for the use of their 
patented technologies. The Company has successfully negotiated licensing agreements to permit 
practice under the licensed patents covering technologies used in a wide variety of industries. 
Acacia partners with inventors and patent owners, including small and major corporations, 
universities and research labs and individuals seeking to monetize patents through the licensing 
process. Patent licensing can be an effective and efficient way to maximize the profit potential of 
a patent for the benefit of inventors and entities investing in research and development. A patent 
license agreement grants a third-party user of the invention (an infringer) permission to practice 
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the patented invention in exchange for remuneration. Patent licensing is especially suitable for 
patents that are owned by the "patent-disenfranchised." The patent-disenfranchised are owners of 
patents that have not successfully converted their patented invention into a profitable product or 
service, and, therefore, are not generating profits from their patents. The patent-disenfranchised 
include owners ofthe following sorts of patented inventions: 

• Inventions that were so far ahead of the technology curve that there was no 
existing environment that could have supported the patented products or services 
at the time they were introduced to market; 

• Inventions that can only be deployed in very capital-intensive industries, such as 
semiconductor fabrication, energy, or medical sectors, but whose owners do not 
have massive amounts of capital; and 

• Inventions that for one reason or another, including the shifting of cost-effective 
manufacturing overseas, are no longer being practiced by the patent owner. 

Through patent licensing, Acacia enables patent holders to generate income on their patented 
inventions. The Company's licensing agreements allow revenue sharing with inventors/owners 
so that they are rewarded for their innovation that led to the issuance of patents covering such 
innovations. 

Acacia's business model is based on best practices. At Acacia, there are four fundamental steps 
in the patent licensing process. First, it discovers a potentially valuable patent portfolio. This 
occurs when Acacia reaches out to patent holders who may be disenfranchised, or when patent 
holders approach Acacia seeking help in monetizing their patents. 

Second, Acacia works with experts to evaluate the use of the patented invention in the relevant 
marketplace. Acacia conducts extensive due diligence of patent portfolio strength and value 
before acquisition. It has a professional staff of in-house patent attorneys, licensing executives, 
engineers, and business development executives. Acacia conducts its own exacting review of 
patents before partnering with the patent holder. Acacia rejects the vast majority of the potential 
patent portfolios it reviews. 

Third, Acacia assesses the patent portfolio's expected economic value. This step involves 
identifying possible infringers or potential licensees. 

Finally, for unauthorized users of the patented invention, Acacia will seek license arrangements 
with those unauthorized users but only after conducting due diligence to ensure that there is a 
reasonable and good faith basis to conclude that infringement has occurred or is occurring. 

Acacia does not send non-specific, blanket demand letters to alleged infringers of patents in its 
portfolios. It does not contact persons for licensing or file a patent infringement case without a 
reasonable, good faith basis to believe that the third parties are making, using, offering to sell, 
selling or importing the patented invention. 

In sum, Acacia uses best practices to acquire, license or enforce patent rights. The Company's 
business model allows disenfranchised inventors and patent owners access to the federal court 
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system, which is the only forum available to patent owners to formally seek compensation for 
infringement of their patent. This enables inventors and patent owners to recover their substantial 
investment in not only research and development, but also the expense in obtaining a patent from 
the U.S. Patent and Trademark Office and foreign patent agencies. 

II. 	 ACACIA'S COMMENTS ON FTC'S PROPOSED § 6(b) INVESTIGATION 
INFORMATION REQUESTS 

Acacia welcomes the FTC's study ofthis important issue. As the FTC will find, legitimate PAE 
activities stimulate innovation in the marketplace and provide a pro-competitive value to the 
American economy by allowing small, independent inventors (among others) to monetize their 
inventions through the licensing, production and sales of the patented product. Acacia does, 
however, have serious concerns with the scope and burden of the Notice's proposed information 
requests. 

A. 	 Estimated Burden And Costs Of Complying With The Proposed Requests. 

Disclosure sought by the FTC must be reasonable. See, e.g., United States v. Morton Salt Co., 
338 U.S. 632, 653 (1950). The Commission's estimated burden ofthe hours and costs to gather, 
review, process and provide the requested information is unrealistically low. If Acacia were the 
subject of a compulsory process order, the requests as proposed in the Notice would require 
Acacia to gather, review and produce approximately five years of data touching nearly every 
aspect of its business. As written, the requests, if not limited to a specific sector or market 
segment, would force Acacia to review almost all of the documents in its possession or control. 
The FTC's top end estimates of 400 hours and a cost of $19,597 per company is not realistic, 
particularly given the broad scope of the requests and the third-party confidentiality and 
attorney-client privilege and work product issues raised. 

Moreover, Acacia, in the normal course of its business, does not maintain the information sought 
by several of the proposed requests. Thus, any response would require extensive research and 
compilation of information. A complete response also would require Acacia to conduct very 
expensive searches for electronically stored information. The Notice also assumes that mid
management level personnel would handle 90% of the tasks involved in gathering and producing 
the information. However, the scope and nature of the requests would necessitate involving 
higher level personnel as well as legal counsel. The hours and costs actually required to respond 
to the requests proposed by the FTC in their current form would be orders of magnitude higher 
than the Commission's estimates. Imposing such burdens and costs is not proper under§ 6(b) of 
the Federal Trade Commission Act. 

To limit the burden and expense, Acacia proposes that the FTC's study be limited to a specific 
market segment. The FTC already proposes to limit its requests to manufacturers and other non
practicing entities and organizations asserting patents in the wireless communications sector. 
Information sought from patent acquisition entities ("P AEs") also should be limited to that 
sector. 

To further reduce the excessive burden and costs, Acacia suggests that the FTC limit the time 
period of the information sought. The proposed requests seek at least five years of information. 
Three years of data would provide the FTC with a significant amount of information for a period 
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before and after enactment of the America Invents Act, while also reducing the burden and cost 
on responders. 

B. Privileged Nature of Information 

Many, if not most, of the requests call for the production of attorney-client privileged and 
attorney work product materials. Providing the FTC with such information could constitute a 
waiver of an applicable privilege. If Acacia receives a request it would not agree to voluntarily 
waive any privilege. Requiring it to do so would unfairly prejudice Acacia, those patent owners 
who rely on Acacia to protect the rights they were granted, and would put them at a competitive 
and legal disadvantage. Therefore, respondents should not be required to provide information 
that would, by such provision, constitute a waiver of the privilege. 

C. Confidentiality 

Acacia has major concerns that the proposed information requests will require respondents to 
produce information that they are contractually required to maintain as confidential. Acacia, for 
example, is a party to numerous non-disclosure agreements (NDAs) that it enters into with third
parties in the normal course to discuss potential patent acquisitions, licensing and other 
transactions. Third-parties share their confidential business, financial and technical information 
with Acacia or its related entities in reliance on NDAs. Acacia and its related entities are legally 
bound to comply with the terms and conditions of the NDAs. Acacia proposes that the FTC 
exclude from its requests third-parties' information that is subject to confidentiality restrictions. 

D. Recipients of the Requests 

Finally, the Notice indicates that the FTC's proposed § 6(b) study will direct information 
requests to PAEs' asserting patents in a variety of sectors, as well as a group of other entities 
asserting patents specifically in the wireless communications sector, including manufacturers and 
other nonpracticing entities and organizations engaged in licensing. Acacia suggests that the 
proposed study, as set forth in the request for comments, would be one-sided and underinclusive. 
By not obtaining information from any inventors, the FTC will not receive a complete picture as 
to how P AEs support inventors and innovation. The ability of inventors to monetize their 
investment in research is an important element that should not be ignored. Acacia thus proposes 
that inventors in the wireless communications sector be included in the investigation. 

CONCLUSION 

While Acacia welcomes the FTC study, the Commission has underestimated the burden and 
costs to be imposed on potential respondents by the proposed requests in the Notice. 
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Respectfully Submitted, 

ACACIA RESEARCH CORPORATION 

By: Is/ Nicholas W. Allard 
Nicholas W. Allard 
Paul C. Besozzi 
Kevin M. Bell 
Richard J. Oparil 
PATTON BOGGS LLP 
2550 M St., NW 
Washington, DC 20037 
(202) 457-6000 

Counsel for Acacia Research Corporation 

5 



