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I t has been about 60 years since Congress enacted
sweeping changes to patent law. However, a re-
cent interest in legal harmony with foreign nations
and a recognition of the economic importance of
intellectual property has provided an impetus for
Congress to seek change once more. Therefore,
starting in 2005, various patent reform bills were
introduced to Congress in an attempt to accom-
modate these foreign and economic interests. As of
2010, though, none of the proposed bills had made
it out of Congress and to the President’s desk for
signature. The debate is in full swing again in 2011
with the introduction and passage of the America
Invents Act in the Senate and the introduction of a
similar America Invents Act in the House of Rep-
resentatives. These bills represent a series of com-
promises on big issues such as a first-to-file system
and post-grant procedures, while also providing a
variety of administrative changes to the US Patent
and Trademark Office (PTO) itself. While there
currently appears to be significant momentum to-
ward enacting patent reform, a review of previous
patent reform attempts shows that comprise can be
exceedingly difficult for such broad reform.There-
fore, the debate continues in 2011 when it will
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once again be determined whether this will be the year
for patent reform.

This article starts by providing a brief history of vari-
ous patent reform legislative initiatives that have been
introduced over the years and how they have fared in
Congress. A detailed description of the current patent
reform bills as of 2011, S.23 and H.R.. 1249, is then pro-
vided with respect to the various legislative initiatives
currently being considered. The article then concludes
with a description of the current state of patent reform
and possible outcomes for reform initiatives.

It should be noted that as of this writing, the Sen-
ate has passed S.23 and the House has introduced H.R.
1249 for consideration. Therefore, it is possible that by
the time this article is published H.R. 1249 may have
been amended and/or passed thereby moving S.23 and
H.R. 1249 towards reconciliation.

History of Patent Reform

Progress toward the creation of patent reform bills
began as early as April 2001. At that time, a series of
Senate hearings was held regarding a variety of issues
ranging from “business patent methods” to “market
power” to “patent quality” and involved testimony
from leaders in industry, academics, and professional
organizations.! Further, in 2003 and 2004, two major
studies were completed by the Federal Trade Com-
mission (FTC)2 and National Academy of Sciences
(NAS)3, respectively, detailing the important features
of the patent system and their relation to the economy.

On June 8, 2005, Representative Lamar Smith
introduced a House version of the Patent Reform
Act of 2005 proposing many of the recommenda-
tions made by the FTC and NAS.4 A very similar
Senate version, the Patent Reform Act of 2006, was
later introduced by Senator Orrin Hatch on June 3,
2006.5 While neither of these bills made it out of their
respective committees, the debate over patent reform
was just getting started.

On April 18,2007, Reepresentative Howard L. Berman
introduced the Patent Reform Act of 2007 to the House
Committee of the Judiciary.® On the very same day, Sen-
ator Patrick J. Leahy introduced a similar bill to the Sen-
ate.” Both of these bills broadly resembled the previous
bills and for the most part represented a continuation of
the debate. These bills, however, fared better than their
predecessors by each being reported out of committee
and placed on their respective floors. While the Senate
bill did not get voted on, the House bill passed and was
reported to the Senate. The House bill was not voted on
in the Senate, however, as Democratic Chairman Leahy
and ranking R epublican Senator Arlen Spector could not
come to agreement over highly contentious language

regarding the calculation of damages in patent litigation
suits.

The debate continued into 2009 when three sepa-
rate versions of the Patent Reform Act of 2009 were
introduced in the 111th Congress. Two bills, the House
of Representatives bill, H.R. 1260, and the Senate bill,
S. 515, were introduced on March 3, 2009, by Repre-
sentative Conyers and Senator Leahy, respectively. Fur-
ther, on March 17, 2009, Senator John Kyl entered the
fray by introducing a second Senate bill, S. 610, to the
Senate Judiciary Committee. S. 515 was the only bill
to receive significant attention, but after multiple Man-
ager’s Amendments, it was never voted on after being
moved to the Senate floor.

One major area of change proposed by
current reform efforts relates to post-
issuance patent revocation proceedings.

In early 2011, The America Invents Act (S.23),a close
replica of amended S. 515, was introduced to the Sen-
ate floor and passed only two months later, on March 8,
2011. Just over a month later, the House introduced its
own America Invents Act (H.R. 1249) with minimal,
but important, changes with respect to S. 515. As of this
writing, H.R. 1249 is still pending on the House floor
awaiting a vote.

Proposed Legislative Initiatives

What follows is a description of current US patent
law and how S. 23 and H.R. 1249 will alter that law.
These changes range from major reform to technical
modifications and additions to the US Code.

As this topic has been discussed extensively, this
article attempts to serve as a quick reference while also
providing a more thorough discussion of each initiative.
In doing so, the article is arranged such that the major
and more contentious initiatives are discussed first, fol-
lowed by the more technical amendments. A combined
quick-reference chart of all the changes is provided in
Appendix A.

Post-Issuance Review Proceedings

One major area of change proposed by current
reform efforts relates to post-issuance patent revoca-
tion proceedings. Post-issuance proceedings involve the
options available to challenge the validity of a granted
patent. Two options, already included in the current sys-
tem, include an ex parte and an infer partes reexamination
proceeding for post-issuance review of patent validity in
the USPTO.A third option, proposed by S.23 and H.R.
1249, is the aptly named post-grant review proceeding.
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To initiate any one of these revocation procedures, the
challenger must first present a citation of prior art to
question the patent claims’ patentability.

Citation of Prior Art

While a citation of prior art can be done by any per-
son at any time after issuance, it is often done at the
initiation of a post-issuance proceeding. Further, in the
current system, a person can cite only “prior art consist-
ing of patents or printed publications which that person
believes to have a bearing on the patentability of any
claim of a particular patent.”’s

S. 23 and H.R. 1249 expand upon the current lan-
guage by allowing written statements from the patent
owner who took a certain position on the scope of the
claims in proceedings before a Federal Court or the
USPTO.?

Ex Parte and Inter Partes Reexamination

US patent law currently provides two procedures
for reviewing the validity of patents once they have
been granted: ex parte and infer partes reexamination.!0
Both proceedings are handled in the Central Exami-
nation Unit of the USPTO by hand-picked primary
examiners who work in teams of three. Further, in both
methods of reexamination the patent does not enjoy a
presumption of validity and the challenger may establish
unpatentability by a preponderance-of-the-evidence
standard.

An ex parte reexamination can be filed at any time
during the enforceable life of the patent by the Direc-
tor of the USPTO or third parties wishing to challenge
the validity of the patent based on their citation of prior
art. Being an ex parte reexamination, however, the third-
party challengers are not allowed to participate in the
proceeding.

An inter partes reexamination also can be filed at any
time during the enforceable life of the patent, but it
allows for third-party requesters to participate through-
out the examination and appeal stages of the pro-
ceeding as an alternative to litigation. The infer partes
proceeding can have an estoppel effect at a later trial
by preventing third-party requesters from raising issues
that they raised or could have raised at the reexamina-
tion proceeding.!!

S.23 and H.R. 1249 provide that both reexamination
proceedings will be heard before an administrative pat-
ent judge of the Patent Trial and Appeals Board rather
than a primary examiner.!2 Both bills also rename infer
partes reexamination “infer parties review.” Further, both
S. 23 and H.R. 1249 raise the threshold for initiating
an inter partes examination from a “substantial new ques-
tion of patentability” to “a reasonable likelihood that the

petitioner would prevail with respect to at least one of
the claims.”3 In addition, S. 23 provides that a petition
for an infer partes review cannot be instituted until the
later of nine months after the grant of a patent or the
termination of a post-grant review proceeding.!* H.R.
1249, however, delays the window in which a petition
for inter partes review can be instituted to one year after
the grant of a patent or the termination of a post-grant
review proceeding. Although the estoppel effect of an infer
partes review was originally removed in previous legis-
lative attempts, both bills retain the litigation estoppel
effect of issues that were raised or could have been raised
during an infer partes review and also provides a similar
estoppel effect for proceedings before the USPTO.!5 In
addition, both bills provide that a petitioner may request
the cancellation of one or more claims only on a ground
that could be raised under 35 U.S.C. §§ 102 and 103
and only on the basis of prior art consisting of patents
and printed publications.

Due to the current recession and the exorbitant
cost and delays of patent litigation in the United
States, inter partes reexamination is quickly becom-
ing an inexpensive and more expedient alternative
to invalidating the claims of a patent. Some argue,
however, that the retention of the “could have raised”
estoppel language provides a chilling effect on the use
of inter partes reexaminations because parties are afraid
of losing the ability to argue various issues in court
based on an unknown determination of what “could
have been raised” during the reexamination. This risk
can be mitigated, though, by performing a thorough
prior art search prior to filing the infer partes reexami-
nation.

Post-Grant Review Proceedings

Another inexpensive way to question the validity of a
patent while avoiding litigation is through a post-grant
review proceeding. This procedure is common to for-
eign patent systems and allows for a third party to chal-
lenge a patent after its issuance. Both S. 23 and H.R.
1249 propose to establish a US version of a post-grant
review proceeding.!6

While seemingly similar to a reexamination, a
post-grant review proceeding provides some key dif-
ferences. Unlike reexamination, S. 23 stipulates that
a third-party challenger has only nine months after
the issuance of a patent to petition for review unless
the patent owner later consents. H.R. 1249 provides
a longer window of one year after issuance of a pat-
ent to petition for review, however. Under both bills,
the Director of the USPTO must determine that the
written request for review, along with any evidence,
demonstrates that it is more likely than not that at
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least one of the claims challenged in the petition is (1)
unpatentable or (2) raises a “novel or unsettled legal
question that is important to other patents or patent
applications.”!7 Additionally, the petitioner may not
assert invalidity in a proceeding before the USPTO
on grounds that reasonably could have been raised
during the post-grant review.

Further, a post-grant review petition can be based
on 35 US.C. §§ 101, 112, and 102/103 issues not
limited to patents and printed publications, whereas
requests for reexamination are limited to patents and
printed publications. As with reexamination, the chal-
lenger has the burden of proving a proposition of
unpatentability by a preponderance-of-the-evidence
standard.

Both S. 23 and H.R. 1249 propose to
establish a US version of a post-grant
review proceeding.

Post-grant review proceedings are seen by some
as another step on the path to harmonizing US pat-
ent law with the rest of the world. Further, it is hoped
that it will be used to provide higher quality patents
while also providing a cheaper alternative to litiga-
tion.!8 There are worries, however, that a possible flood
of post-grant review requests would not only cause a
significant increase in the pendency of review but also
provide an outlet for the harassment of competitors.!?
Therefore, both bills include provisions providing sanc-
tions for using infter partes review and post-grant reviews
as a way to cause unnecessary delay or to increase the
cost of a proceeding.

First Inventor to File

Another major proposed initiative involves the shift
from a first-to-invent system to a first-inventor-to-file
system. Changing to a first-inventor-to-file system is
seen by many as one of the more significant changes
proposed in the current patent reform. For at least the
past 40 years, the United States has withstood propos-
als to switch to a first-to-file system and has main-
tained its first-to-invent system.20 In holding to this
ideal, the United States is the only nation to use this
system.

In a first-to-invent system, when two or more inde-
pendent inventors are seeking patent protection on the
same invention, the patent will be given to whoever was
the first inventor between the two. An interference pro-
ceeding, held at the USPTO, is the mechanism used to
legally determine the first inventor when a dispute arises
between inventors.2! This relatively complex proceeding

provides an outlet for an earlier inventor to make sure
that he does not lose his invention because he could not
file as quickly as another inventor. Interference proceed-
ings are seldom used in real practice, however, and can
often be very complex.2

Both S.23 and H.R. 1249 provide a switch to a first-
inventor-to-file system that will remove the need for
interferences, thereby making it far less burdensome to
determine who should be awarded a patent. In a first-
inventor-to-file system, the first inventor to file their
invention at the USPTO is awarded potential patent rights.

It should be noted that derivation proceedings before
the Patent Trial and Appeal Board are provided to prevent
an individual from copying another’s invention and then
rushing to file first at the USPTO.23 A petition to initiate
this proceeding must be filed within one year after the
first publication of a claim to the invention and must set
forth with particularity how the earlier applicant derived
the claimed invention.2

Proponents of a first-inventor-to-file system typically
include larger foreign and domestic companies. They
argue that a first-inventor-to-file system is basically
already in effect and that a change to the first-inventor-
to-file will negatively affect very few, while providing
the benefit of harmonizing the law with foreign pat-
ent systems.25 Further, a first-inventor-to-file system
provides the added benefit of removing the complex
interference proceedings required to determine prior
inventorship. Also, an inventor who is encouraged to
disclose his invention as quickly as possible benefits the
public by providing a quicker dissemination into the
public warehouse of knowledge.

Opponents of a first-inventor-to-file system typi-
cally include independent inventors, small businesses,
and universities. They submit that as smaller entities
they are not equipped with the resources of a larger
entity, thereby preventing them from winning a race to
USPTO against these larger entities.26 Further, it is often
argued that the quality of patents inherently decreases
when inventors are rushing to the USPTO to ensure
entitlement to a patent on their invention.?? It should
be noted that an amendment to remove any first-to-file
provisions in both S. 23 and H.R. 1249 was proposed
but defeated for both bills.

Grace Period

In tandem with the switch to a first-inventor-to-
file system, patent reform would modify the grace
period currently afforded to inventors. US patent law
currently affords inventors an absolute one-year grace
period measured prior to the earliest US filing date in
which to file their inventions with the patent office.28
Disclosure arises out of earlier identical prior patents
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or publications by the inventor or third parties. It can
also arise out of a public use or sale of the invention in
the United States. If the inventor does not file within
this one-year grace period, his rights to a patent are
forfeited. However, if a reference related to the inven-
tion is disclosed within this one-year grace period but
before the patent application was filed, an inventor can
predate such a disclosure by proving that he invented
the subject matter before the reference date. This policy
is designed to give inventors some time to determine
the value of inventions while also forcing an eventual
disclosure to the public through the publication of pat-
ent applications.

An amendment to remove any
first-to-file provisions in both S. 23
and H.R. 1249 was proposed but
defeated for both bills.

Both S. 23 and H.R. 1249 would change the grace
period by making it apply only to patent applicants
themselves. Therefore, disclosures made by appli-
cant inventors before the disclosure by a third party
and within the grace period, measured one year prior
to the applicant’s earliest filing date anywhere in the
world, would not act as a bar to patentability. Only
disclosures made by third parties prior to an inventor’s
filing date or disclosures made by inventors and their
associates more than one year prior to the earliest filing
date anywhere in the world can prevent an inventor
from getting a patent.?? Further, both bills change the
definition of disclosures to encompass any disclosure
made anywhere in the world rather than just in the
United States.

Interestingly, these changes with respect to the lan-
guage included in S. 23 create a potential grace period
loop-hole in that S. 23 refers only to “disclosures” such
that the grace period could be interpreted as apply-
ing only to disclosures rather than also including other
commercialization activities such as non-public sales or
offers for sale, which are considered prior art under
current law. Therefore, under this interpretation, a
non-public sale or offer for sale by the inventor one
day prior to filing for a patent could act as a bar to
patentability. H.R. 1249 originally contained the same
loop-hole but was fixed via a Manager’s Amendment
by limiting the prior art to patents, printed publica-
tions, or that which is “otherwise disclosed to the
public.” Accordingly, a non-public sale or offer for sale
would no longer be considered prior art. The Manag-
er’s Amendment further defines that “disclosed to the

public” shall be construed via the public accessibility
criteria employed by the courts in addressing whether
a disclosure constitutes a printed publication and fur-
ther states that the public accessibility criteria shall be
used regardless of the manner in which the disclosure
resulted in the subject matter disclosed being known
or used.

As noted, these changes in the definition of what con-
stitutes prior art represents a shift to a first-inventor-to-
file system and are designed to encourage faster disclosure
to the public while also providing closer legal harmony
with foreign patent systems.

Marking

Current US patent law encourages patent owners to
mark their products covered by a patent with the word
“patent” or the abbreviation “pat.” together with the
number of the patent.30 Marking is encouraged so that
the public is put on notice as to the exclusive property
rights relating to manufactured products. Failure to
mark a product can prevent a patentee from recover-
ing in an infringement action unless it can be proven
that the infringer was notified of the infringement and
continued to infringe.3!

False marking arises when a party affixes a patent
number to a product with the intent to deceive the
public because the patent does not actually cover
the product or is expired.?? Further, current US
patent law allows any person to sue, on behalf of
the government, the patent holder by alleging false
marking even if that person has not directly suffered
harm or injury due to the false marking. Recent
decisions have held that a party suing for false
marking can receive a share of up to $500 per falsely
marked product, making such lawsuits potentially
highly lucrative. As a result, there has been a recent
surge in false marking claims brought against patent
owners whose products contain an expired patent
number. These claims are often brought by entities
having no connection to the manufactured product
but that are merely looking to take advantage of
the law.

To address this issue, both S. 23 and H.R. 1249
provide that only parties who have suffered a com-
petitive injury as a result of false marking may file
a civil action to recover damages rather than allow-
ing any party to file a civil action on behalf of the
government.33 The bills ensure that this provision
applies to the deluge of false marking cases that
have recently flooded courts by providing that the
new law will apply to all cases, without exception,
pending on or after the date on which they are
enacted.’* It should be noted that both bills also
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provide that a “virtual marking” of manufactured
product affixing the word “patent” or the abbrevia-
tion “pat.” along with an internet address that asso-
ciates the patented article with the number of the
patent, provides notice to the public.3s H.R. 1249
provides additional protection by absolving paten-
tees from liability for false marking that occurs (1)
during the three-year period beginning on the date
on which the patent at issue expires and (2) if the
word “expired” is placed before patent markings on
the product.

Prior User Rights

Prior user rights are one of the few legislative
provisions for which S. 23 and H.R. 1249 differ
significantly in their legislative scope. Generally,
prior user rights come about via the patent system
as a defense against patent infringement when the
accused infringer invented the claimed invention
prior to the patentee but failed to seek patent pro-
tection. In most instances, prior user rights do not
exist under US law. However, The American Inven-
tors Protection Act of 1999 established a first inven-
tor defense to protect the prior user rights of an
earlier inventor under certain conditions but limited
the defense to patents of'a “method of doing or con-
ducting business.”36

S. 23 proposes to enhance the first inventor defense
by also providing protection to affiliates of an inventor.
In other words, the defense may be asserted by an indi-
vidual inventor “as well as any other entity that controls,
is controlled by, or is under common control with such
person.’37

H.R. 1249 broadens the scope of the currently prior
user rights law by making it apply to any type of inven-
tion rather than just methods of doing or conducting
business but limits this expanded scope by having it
apply only to those inventions used commercially in the
United States for at least one year before the effective
filing date of the patent at issue.38

Proponents of prior user rights reform, such as the
financial services and biotechnology industries, argue
that an inventor or company should be able to enjoy
the fruits of their labor as long as their invention was
discovered independent of the patentee. Some argue
that this type of protection allows for continued inno-
vation in the technology area between large companies
rather than creates a chilling eftect on research through
fear of an infringement allegation. This will in turn ben-
efit the public by increasing competition and further
innovation between firms.

Opponents argue that the proposed modifications
reduce the value of patents while providing an incentive

to keep inventions secret, which runs counter to one
of the main goals of the patent system to disseminate
useful innovation to the public.?

Supplemental Examinations/
Inequitable Conduct

Another contentious issue of patent law is finding
a proper standard for determining inequitable con-
duct. Under current US law, inequitable conduct is
determined by the courts when a patent applicant
breaches his duty of candor, good faith, and disclosure
to the USPTO with intent to deceive while apply-
ing for a patent.0 To determine a breach of duty, the
courts apply a two-prong approach of analyzing and
weighing against each other the (1) level of materi-
ality of the withheld information and (2) intent to
mislead the USPTO.4! Most importantly, a determi-
nation of inequitable conduct can render an entire
patent unenforceable.

Both bills aim to reduce the inequitable conduct
assertions as well as assertions that a patent applicant
failed to comply with the duty of disclosure to the
USPTO by providing supplemental examinations.
Through these proceedings, an applicant may request
supplemental examination of a patent to consider,
reconsider, or correct information believed to be rel-
evant to the patent.#? If a substantial new question
of patentability is raised by one or more items in the
request, a reexamination of the patent will be initiated
by the USPTO, and the applicant’s patent may not be
held unentorceable based on the submitted informa-
tion once it is determined that it has no effect on pat-
entability.43 Further, the submitted information cannot
be used as the basis for an inequitable conduct claim
later in court. It should be noted that supplemental
examinations do not prohibit the USPTO from inves-
tigating and issuing sanctions for misconduct in con-
nection with any matters or proceedings before the
USPTO.

While many argue that inequitable conduct is used
too frequently in litigation by accused infringers to
distract a court from the main issues of infringement,
the new supplemental examination proposal attempts
to provide a way for parties to mitigate the number of
patents that might be asserted by an opposing party for
an inequitable conduct claim.

Third-Party Submissions During Prosecution
Another proposed legislative initiative inspired by
the desire for higher-quality patents relates to third-
party pre-grant submissions. Unlike post-grant review
proceedings and reexamination, which take place after
a patent has been granted, third-party submissions
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are made while a patent application is pending after
publication. Under current US law, a submission by
a member of the public can be in the form only of
patents or publications that are relevant to a pend-
ing published application.* This submission cannot
include any pre-grant protest or opposition statement
concerning the cited patents or publications.*> Fur-
ther, a submission must be filed within two months
from the date of publication of the application or
prior to a mailing of the notice of allowance of the
application, whichever is earlier.46

S. 23 and H.R. 1249 proposes significant modifi-
cations to the current submission rules.*’ First, any
submission must now include a concise description of
the relevance of any submitted document. Second, the
submission must be made in writing before the earlier
of (1) the notice of allowance or (2) the later of either
six months after the date the application is published
or the date of the first rejection.

The goal of such legislation is to provide the
USPTO with as much relevant information as pos-
sible so that higher-quality patents can be issued.
The eligibility of submissions cannot be so extensive,
however, that it provides a flood of information to an
already backlogged patenting process. Therefore, an
attempt is made to balance these concerns by pro-
posing limits on the timing and nature of permitted
submissions.

Tax Liability

Both bills provide tax strategy provisions stating that
“any strategy for reducing, avoiding, or deferring tax
liability, whether known or unknown at the time of the
invention or application for a patent, shall be deemed
insufficient to differentiate a claimed invention from the
prior art.”#8 In other words, the USPTO will not give
patentable weight to strategies for reducing, avoiding, or
deferring tax liability.

To ensure protection to tax-related inventions, how-
ever, exclusions were included in both bills to protect
parts of an invention that are a method, apparatus,
computer program product, or system used solely for
preparing a tax or information return or other tax
filing. H.R. 1249 provides additional exclusions for
inventions used solely for financial management to the
extent that they are severable from any tax strategy or
do not limit the use of any tax strategy by a taxpayer
or tax advisor.

Best Mode

Best mode requires that an inventor disclose the
best way of carrying out his invention.* To meet this
requirement, an inventor must (1) possess a best mode

for practicing his invention at the time of filing and
(2) sufficiently disclose the best mode such that one
of ordinary skill in the art could practice the inven-
tion. Currently, failure to properly disclose the best
mode can prevent a patent from being granted by the
USPTO and can also invalidate a granted patent during
litigation.50

Proponents argue that a best mode requirement is
essential for public disclosure and proper use of the
invention. Some argue, however, that it has become an
increasingly costly and distracting satellite issue in liti-
gation that detracts from the main issues of infringe-
ment.5! Both bills eliminate the use of best mode as
a way to invalidate a granted patent during litigation
and prevent best mode from being used to initiate a
post-grant review proceeding but retain it as a require-
ment that must be met when initially applying for a
patent at the USPTO.52 As with other proposed initia-
tives, this change provides some partial legal harmony
by further aligning the US patent system with the rest
of the world.

USPTO-Related Changes

Current legislative initiatives also address changes
and additions to rules and regulations relating to the
USPTO. As discussed below, these changes will have
a large impact on the day-to-day operations of the
USPTO.

USPTO Fee Setting

The USPTO is granted the ability to establish regu-
lations not inconsistent with the law.33 This does not
provide for ultimate authority, however, as certain areas
of the law and rulemaking are left to Congressional
oversight and judicial decision. Therefore, the courts can
determine what is within or not within the USPTO’s
regulatory authority.3

Both bills introduce legislation that explicitly
moves the adjustment of fees set by statute within
the province of USPTO regulatory authority. The
legislation provides the USPTO with the authority
to set or adjust by rule any fee established or charged
by the office provided that the fees are in the aggre-
gate set to recover estimated USPTO costs.5> The
fee-setting legislation also increases the appeal of fil-
ing new applications electronically with the USPTO
by adding $400 to any application that is not filed
electronically.5¢ The USPTO is also seeking to add
a 15 percent surcharge to statutory fees. It should
be noted that H.R. 1249 provides a four-year sun-
set period at which point the USPTO will lose its
ability to set fees unless reinstated via Congressional
action.
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APPENDIX A: THE CHANGES PROPOSED IN S. 23 AND H.R. 1249

S.23

H.R. 1249

Art

Citation of Prior

Increases the types of permissible prior art available for
citation.

Similar to S. 23.

Inter Partes

Raises the threshold for initiating an inter partes to a

Similar to S. 23 except that a petition for an

“more likely than not that at least one of the claims
challenged in the petition is unpatentable” or (2) raises
a “novel or unsettled legal question that is important
to other patents or patent applications.” Additionally,
the petitioner may not assert invalidity in a proceeding
before the USPTO on grounds that reasonably could
have been raised during the post-grant review.

Review reasonable likelihood that the petitioner would prevail | infer partes reexamination cannot be instituted
with respect to at least one of the claims. A petition for | until the later of one year after the grant of a
an infer partes reexamination cannot be instituted until | patent or the termination of a post-grant review
the later of nine months after the grant of a patent or | proceeding.
the termination of a post-grant review proceeding.
Post-Grant Provides nine months after the issuance of a patent Similar to S. 23 except that it provides one year
Proceeding to petition for review. Must demonstrate that it is (1) after the issuance of a patent to petition for

review.

First-Inventor-
to-File

Provides a shift from a “first-to-invent” system to a
“first-to-file” system. Removes interference proceedings.

Similar to S. 23.

Grace Period

The current grace period would only apply to
applicants themselves. Changes disclosure to include
public use or sale anywhere in the world.

Similar to S. 23.

of submitted documents.

Marking Only parties who have suffered a competitive injury Similar to S. 23 except that it provides additional
as a result of false marking may file a civil action to protection absolving patentees from liability for
recover damages. Products can now be virtually marked | false marking that occurs (1) during the three
with an internet address associating the patented article | year period beginning on the date on which
with the patent number. the patent at issue expires and (2) if the word

“expired” is placed before patent markings on
the product.

Prior User Extends the current “first inventor defense” to affiliates | Similar to S. 23 except that it broadens the

Rights of the inventor. scope of the currently prior user rights law by

making it apply to any type of invention rather
than just methods of doing or conducting
business but limits this expanded scope by
having it apply only to those inventions used
commercially in the United States for at least
one year before the effective filing date of the
patent at issue.

Supplemental Applicant may request supplemental examination of a | Similar to S. 23.

Examinations / patent to consider, reconsider, or correct information

Inequitable believed to be relevant to the patent. If a substantial

Conduct new question of patentability is raised by one or more
items in the request, a reexamination of the patent will
be initiated and the applicant’s patent may not be held
unenforceable based on the submitted information
once considered.

3rd Party Increases the types of permissible submissions. Similar to S. 23.

Submissions Submissions must include a description of the relevance
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Federal Circuit
Judges

Tax Liability Any strategy for reducing, avoiding, or deferring tax Similar to S.23 except that it provides additional
liability, shall be deemed insufficient to differentiate a exclusions for inventions used solely for
claimed invention from the prior art. financial management to the extent that they
Includes exclusions to protect parts of an invention are severable from any tax strategy or do not
used solely for preparing a tax or information return or | limit the use of any tax strategy by a taxpayer or
other tax filing. tax advisor.

Best Mode Maintains best mode as a requirement in prosecution. | Similar to S. 23.

Eliminates best mode as a way to invalidate a patent in
litigation and ensures best mode cannot be used as a
basis to initiate a post-grant review proceeding.

USPTO Fee Gives the USPTO authority over the setting and Similar to S. 23.

Setting adjusting of fees provided that the fees are in the
aggregate set to recover estimated USPTO costs.

USPTO Fee Establishes a revolving fund containing fees collected Similar to S.23.

Diversion by the USPTO that can be used to fund USPTO
operations.

USPTO Venue | Modifies where the USPTO is subject to venue when | Similar to S. 23.
it is party to a suit.

Residency of Repeals the residency requirement of Federal Circuit Not included.

judges. Provides facilities and administrative support
services where judges reside.

Conditions for
Patentability

Creates a loop-hole allowing public use or sale by the
inventor prior to the date of application for a patent
to act as a bar to patentabilty.

Removes 35 U.S.C. § 102 (¢), (d), and (f) from US code.

Similar to S.23 except that the loop-hole
created by S. 23 is fixed by stating that the
USPTO shall use public accessibility criteria
employed by the courts in addressing whether a
disclosure constitutes a printed publication.

Patent Trial and

Establishes a Patent Trial and Appeal Board to replace

Similar to S.23

Appeal Board the Board of Patent Appeals and Interferences.
Willful The failure of an infringer to obtain or present the Similar to S. 23.
Infringement advice of counsel with respect to an allegedly infringed

patent may not be used to prove willful infringement
or intended to induce infringement

USPTO Fee Diversion

As of 1990, approximately 80 percent of USPTO
costs are funded through user fees from obtaining
and maintaining patents and trademarks.57 It was not
long, however, before Congress realized that it could
divert money obtained from USPTO revenue to
make up for shortfalls in other programs. As such, it
is estimated that from 1992 to 2004 as much as $750
million has been diverted from the USPTO to fund
other government operations.58 Further, the Con-
solidated Appropriations Act of 2010 allows for the
diversion of fees that exceed USPTO fee collection
estimates.>?

Although expected to be a highly contentious
issue, both bills propose establishing a revolv-
ing fund containing fees collected by the USPTO
that can be used to fund USPTO operations. This

provision ensures that the USPTO will have more
revenue to tackle the ever increasing backlog of
applications and provides increased revenue allow-
ing for upgrades to the antiquated IT infrastruc-
ture at the USPTO as well as the hiring of more
examiners.®0

USPTO Venue

A technical modification proposed by S. 23
and H.R. 1249 is to change the venue in suits
where the USPTO is a party. Currently, when the
USPTO is a party in a suit it is subject to venue in
the US District Court for the District of Colum-
bia.6! Therefore, both bills modify the venue stat-
ute to make the USPTO subject to venue in the
US District Court for the Eastern District of
Virginia when it is a party to a suit.62
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Residency of Federal Circuit Judges

Under current US law known as the Baldwin
Rule, Federal Circuit judges are required to live
within 50 miles of the District of Columbia.6> While
the House chose not to include a provision with
respect to the residency of Federal Circuit judges
in H.R. 1249, S. 23 repeals the Baldwin Rule but
contrary to previous legislative attempts does not
include provisions that the Administrative Office of
the United States will provide “appropriate facili-
ties and administrative support services” where the
judges actually reside or in the closest district to
where the judge resides.t4

The motivation behind such changes is to increase
the pool of available judges that could serve on the
Federal Circuit. Some judges are reluctant to move,
and it is thought that this change will not only provide
an incentive to consider a term on the Federal Cir-
cuit but also provide for a better selection of qualified
judges to deal with the complexity common to patent
law issues.

Opponents to the residency requirement argue that
the Federal Circuit, and subsequently patent law in gen-
eral, would not be better served by these changes. In a
letter addressed to the Patent Reform Legislation Group,
Federal Circuit Chief Judge Paul Michel stated that the
“courtis greatly assisted [by the residency requirement] . ..
because most days judges can and do meet face-to-face
to discuss cases, just by walking down the hall” and that
“these face-to-face contacts contribute greatly to more
consistent and clear rulings.”’65

Conditions for Patentability

Patent reform also seeks to change the conditions for
patentability by updating the law to reflect current prac-
tice and usage. These conditions are defined in § 102 of
the Patent Act and describe various ways in which an
inventor can be denied patent eligibility.

Section 102(b) states that a person shall be entitled to
a patent unless “the invention was patented or described
in a printed publication in this or a foreign country,
more than one year prior to the date of application for
patent in the United States.”

S. 23 amended this language to recite, in part, that
“a disclosure made less than one year before the effec-
tive filing date of a claimed invention shall not be
prior art to the claimed invention if” § 102(c) states
that a person shall be entitled to a patent unless “he
has abandoned the invention.”’6¢ Abandonment only
comes about when “the inventor intend|s] to abandon
the invention,”®” and in making such a determination,
“[any] reasonable doubt should be resolved in favor of
the inventor.”68

Section 102(d) prevents patent eligibility if (1) a
person filed for a patent in a foreign office more than
12 months before filing in the US and (2) it a pat-
ent was granted in a foreign office before filing in
the US.69

Section 102(f) understandably prevents an inventor
from obtaining patent protection if he did not invent
the subject matter sought to be patented.”°

Section 102(e) prevents patent eligibility if there
exists a US patent or US published application that
was filed before the applicant’s application.”! Section
102(g) prevents patent eligibility if, before the appli-
cant’s invention, the invention was made in the United
States by another inventor who did not abandon, sup-
press, or conceal the invention.’? Both sections rely
on the often criticized Hilmer Doctrine, which states
that, regardless of priority provisions under § 11973
and/or the Paris Convention,’ a US patent appli-
cation that eventually issues is effective as prior art
only as of its US filing date regardless of any foreign
priority date.”s

Both bills propose to modify the definition of prior
art by deleting paragraphs (c), (d), and (f) of § 102 from
the US Code. The driving force behind these changes
is that paragraphs (c) and (d) are seldom used or cited’s
and paragraph (f) is covered elsewhere in Code.”” Fur-
ther, both bills propose the elimination of the Hilmer
Doctrine so that the definition of prior art of a US
patent application that eventually issues is the priority
date rather than the US filing date.”8 As with other pro-
posed legislative initiatives, these changes provide legal
harmony by further aligning the US patent system with
the rest of the world.

Patent Trial and Appeal Board

A technical change to current US patent law is
the establishment of the Patent Trial and Appeal
Board. Currently, appeals of examiners decisions,
appeals of decisions from reexamination, and inter-
terences are all heard by the Board of Patent Appeals
and Interferences. However, because interferences
would no longer be required in a first-inventor-
to-file system, both bills propose to establish a Pat-
ent Trial and Appeal Board in place of the Board
of Patent Appeals and Interferences.” This board
will consist of administrative patent judges and will
hear appeals of examiners and appeals from reex-
amination proceedings as well as conduct post-grant
review proceedings.

Damages, Willful Infringement, and Venue
Although one of the original driving forces
towards the creation of patent reform, previous
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proposed changes with respect to damages, willful
infringement, and litigant venue were not included in
S.23 and H.R. 1249 as the Court of Appeals for the
Federal Circuit (CAFC) has been extremely active in
issuing a variety of case law addressing these issues
over the past six years of failed legislative patent
reform attempts.80

It should be noted, however, that both S. 23 and
H.R. 1249 retain provisions stating that the failure of
an infringer to obtain or present the advice of counsel
with respect to an allegedly infringed patent may not
be used to prove willful infringement or an intent to
induce infringement.

Conclusion

The America Invents Act of S. 23 and H.R. 1249
represent some of the most sweeping changes in US
patent law since the Patent Act of 1952. Many of the
changes, such as switching to a first-inventor-to-file sys-
tem and post-grant review, are designed to harmonize
US patent law with foreign patent systems, whereas other
changes, such as USPTO fee setting and fee diversion, are
designed to provide equitable solutions to long-standing
administrative problems in the patent system itself. Over-
all, however, the impetus for providing sweeping changes
Is to encourage innovation while also stimulating the
economy.

‘While some of the more controversial provisions, such
as damages, have been removed from current reform
efforts, many believe that as in years past, patent reform
does not have enough momentum or support to pass
when a compromise must be reached on such a broad
range of patent reform issues. Further, the US economy is
just starting to show signs of recovering from one of the
worst recessions in history, and many wonder if now is
the best time to be meddling with changes to the current
system.

Some, however, ascribe the recent economic stagna-
tion as the very reason why patent reform should be
enacted. The USPTO is one of the few government
entities that operates solely on office fees, and it is
therefore argued that patent reform can stimulate the
economy through innovative incentives while costing
nothing to the taxpayer.

Whether The America Invents Act will ever make it
out of the 112th Congress and to the President’s desk
for signature is always a question up for debate. With the
passage of S. 23 and H.R. 1249 pending on the House
floor, however, enactment of patent reform legislation
has never been closer. Therefore, the debate over patent
reform continues into its sixth year and one is left to
wonder once again whether this year will be the year
for patent reform.
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