PATENT REEXAMINATION DECISION MAKING

By Robert H. Resis, Esq.’

I. INTRODUCTION

The patent reexamination process was enacted on December 12, 1980.%2 It is
designed to resolve issues of patent validity of issued patents based on prior art patents

and/or printed publications.’

A request for reexamination need only raise a “substantial
new question of patentability” affecting at least one patent claim.*

On November 2, 2002, legislation was enacted to overrule In re Portola
Packaging, 110 F.3d 786 (Fed. Cir. 1997) wherein the Federal Circuit had held that a
rejection made during reexamination must be supported by more than just prior art
previously considered by the PTO in the original prosecution prior to patent issuance.’
Under current law, the “existence of a substantial new question of patentability is not
precluded by the fact that a patent or printed publication was previously cited by or to the
Office or considered by the Office.”®

Anyone can file a request for patent reexamination of a non-expired patent.’
Thus, some accused infringers have filed reexamination requests in an attempt to knock
out and avoid the burden of proving a patent is invalid under the clear and convincing
standard at trial.

A number of patent owners have also filed reexamination requests to remove prior
art clouds raised by accused infringers. When the U.S. Patent Office has twice affirmed
the patentability of the claimed invention — first in the original prosecution and second in

the reexamination — an accused infringer will have an extremely difficult time of proving

by clear and convincing evidence that the patent claims are invalid.



The strategic decision of whether to file a reexamination request should be made
on a case-by-case basis, including an analysis of: (1) the patent claims; (2) the teaching
of the “new” prior art over the “old” prior art already considered by the PTO in the
original prosecution; (3) the accused products/methods; (4) the availability of non-
infringing alternatives; (5) the ability of others to design around the patent claims and
avoid infringement; and (6) current or anticipated litigation.

While a strategic decision of whether to file a reexamination request must be
made on case-by-case basis, there is objective information that patent owners and third
parties would likely find helpful in making this important decision. More specifically,
the U.S. Patent Office publishes on a periodic basis the statistical outcomes of past

requests for and dispositions of reexaminations.®

Statistical outcomes of past patent
infringement cases are also available.’
This article reviews available objective information and discusses two other

aspects important in deciding whether to file a reexamination request: (1) the timing of a

reexamination request; and (2) reason(s) to file the reexamination request.

II. REEXAMINATION AND PATENT CASE STATISTICS

Every June and December, the U.S. Patent Office publishes its reexamination
statistics. These statistics can be obtained by simply contacting the U.S. Patent Office
and requesting the most recent publication of Ex Parte Reexamination Filing Data and
Inter Partes Reexamination Filing Data. The statistics are likely to be surprising in view

of the fact reexamination proceedings are handled by the U.S. Patent Office with



“special” dispatch and were enacted by Congress to provide a procedure that could settle

validity disputes more quickly than litigation.

III. EX PARTE REEXAMINATION

The average and median pendency between ex parte reexamination request filing
date and ex parte reexamination certificate issue date is 21.3 months and 16.7 months,
respectively (Ex Parte Reexamination Filing Data — December 31, 2003), not including
the time for any appeal.’® The filing of ex parte reexaminations breaks down as follows:
patent owners — 43%, other members of the public — 55%; and the Commissioner — 2%.
Ninety-one percent (91%) of reexamination requests are granted by the PTO.!! When a
patent owner files a request for reexamination, 93% of the time all of the patent claims
are confirmed as valid or at least one claim issues with changes.'?

Third party requesters cannot take much comfort when they file a request for

reexamination — 88% of the time all of the patent claims are confirmed as valid or at least

one claim issues with changes.”> Further, when the PTO grants a third party requester’s

reexamination request, the PTO ultimately confirms all of the claims in 30% of its final
reexamination determinations.'*  Thus, in only a relatively small number of
reexaminations do third party requesters ultimately “knock out” patents completely.

Case law statistics show that at trial the odds of accused infringers are somewhat
better than in ex parte reexamination. In 33% of past cases the accused infringers

obtained a finding of patent invalidity.'’



Pre-trial, however, accused infringers have obtained a higher success of proving
patent invalidity on a dispositive motion — district court judges invalidated patents before
trial on dispositive motion in 72% of the cases decided on the validity issue.'®

Statistically speaking, accused infringers have also done better when they have
filed a declaratory judgment action as opposed to waiting to be sued — accused ihfringers
obtained a judgment after trial of patent invalidity 50% of the time in cases filed by an
accused infringer, but only 29% in cases filed by the patent owner.!”

Based strictly on these numbers, a non-patent owner should avoid filing an ex
parte reexamination request based on prior art. Rather, a non-patent owner should
develop its best invalidity position as soon as possible, and if the patent owner has

charged infringement, the non-patent owner should file a declaratory judgment action and

file a summary judgment motion of patent invalidity.

IV. INTER PARTES REEXAMINATION

It remains to be seen whether accused infringers will have greater success in more

recently permitted optional “infer partes” reexamination proceedings.'®

Inter partes
reexamination can only be sought for patents based on applications filed on or after
November 29, 1999. ° There are two express advantages to a third party requester in an
inter partes reexamination over that of an ex parte reexamination: (1) each time a patent
owner files a response to an action on the merits, the third party requester has one

opportunity to file written comments within 30 days addressing issues raised by the

action of the Office or the patent owner’s response thereto; and (2) the third party



requester can also appeal with respect to any final decision favorable to the patentability
of an original or proposed amended or new claim of the patent.

There are several disadvantages to a third party requester who initiates an inter
partes reexamination: (1) the third party requester must disclose its identity; (2) the third
party requester can file only one reexamination against a patent; (3) the third party can
only file a written response after a response filed by the patent owner, and has no right to
an interview or oral presentation as does the patent owner; (4) the third party requester is
estopped from asserting at a later time, in any civil action, the invalidity of any claim
finally determined to be valid and patentable on any ground which the third party
requester raised or could have raised during the inter partes reexamination proceedings
(but the third party is not estopped from asserting invalidity based on newly discovered
prior art unavailable to the third party requester and the PTO at the time of the inter
partes reexamination proceedings); and (5) once an order for inter partes reexamination
has been issued, the patent owner “may obtain a stay of any pending litigation which
involves an issue of patentability of any claims of the patent which are subject to the
reexamination order, unless the court . . . determines that a stay would not serve the
interests of justice” — thus, giving the patent owner the power to obtain a stay in the case
while damages for continued alleged infringement continue to accumulate.

To-date, only thirty-three (33) inter partes reexaminations have been filed,?® and
only one (1) inter partes reexamination certificate has issued — with all of the claims
canceled.”! Clearly, one data point is of little value. Moreover, in this inter partes
reexamination, the patent owner did not file a response to the first and only Office

Action, so the adversarial aspects of inter partes reexamination were not tested.



Interestingly, this “uncontested” inter partes reexamination still took 14.7 months from
the time the reexamination request was filed until the issuance of the reexamination
certificate canceling all seven (7) claims of the patent. This lengthy time shows that
“special dispatch within the Office” is well over a year even in an uncontested inter

partes reexamination.

V. FILE THE REEXAMINATION REQUEST AS SOON POSSIBLE

In general, the decision on whether to file a request for reexamination should be
made as soon as possible after a patent infringement dispute appears likely or has already
arisen. Because reexaminations are based on prior patents and printed publications, all of
which were and are presumably readily available, an accused infringer should promptly
search for and closely consider identified references when a dispute is likely or has
arisen. Even if an accused infringer does not file a reexamination request, the prior art
search will allow the accused infringer to assess the merits of its case early, and may be a
basis for an opinion of counsel and good faith reliance on that opinion to rebut a charge
of willful infringement.

An early reexamination request will also benefit a likely or already accused
infringer in two key areas — to defeat a motion for preliminary relief by the patent owner,
and to be a basis to stay litigation until the conclusion of the reexamination. A court will
be more likely to deny a patent owner preliminary relief if the U.S. Patent Office has
ruled that the prior art gives rise to a “substantial question of patentability.” A court is
also more likely to stay litigation pending a reexamination early in a case as opposed to a

late stage of a case.



A patent owner will also benefit from an early reexamination request, as shown
by the fact that they file 43% of all reexamination requests. When a patent owner is
considering a reexamination request, it is usually when an accused infringer has asserted
invalidity based on a prior patent(s) or printed publication(s). Pre-litigation, the patent
owner can file the reexamination request and seek to have the U.S. Patent Office affirm
the validity of the claims over the newly cited prior patents and publications. In the event
that the U.S. Patent Office affirms the validity of patent claims that are being infringed,
the patent owner will obviously have a stronger case against the infringer than if there
had been no reexamination. The reexamination request can also be a basis for staying a
declaratory judgment action filed by the accused infringer until after resolution of the
reexamination. However, if a reexamination is pending in the U.S. Patent Office, it will
be unlikely that a court will grant preliminary injunctive relief to a patent owner.

“In determining whether to grant a stay, courts have considered the following
factors: (1) whether a stay would unduly prejudice or present a clear tactical disadvantage
to the non-moving party; (2) whether the stay will simplify the issues in question and trial
in the case; and (3) whether discovery is complete and whether a trial date has been

set 922

Other factors that courts may look to in deciding whether to stay litigation
pending reexamination include whether the parties have exchanged expert reports, the
case is nearly ready for trial, and the accused infringer sought other delays, such as a
request to bifurcate and stay damages.

The bottom line is that a court typically weighs the purported advantages of a stay

against the purported harm to the non-moving party and court’s desire to resolve the case

itself and move the case off of its docket (which a stay does not do).



“The following advantages have been found to result from a stay of district court

proceedings pending completion of reexamination proceedings:

1.

All [printed publication] prior art presented to the Court will have
been first considered by the PTO, with its particular expertise;

Many discovery problems relating to [printed publication] prior art
can be alleviated by the PTO examination.

In those cases resulting in effective invalidity of the patent, the suit
will likely be dismissed.

The outcome of the reexamination may encourage a settlement
without further use of the Court.

The record of the reexamination would likely be entered at trial,
thereby reducing the complexity and length of the litigation.

Issues, defenses, and evidence will be more easily limited in pre-trial
conferences after a reexamination.

The cost will likely be reduced both for the parties and the Court.”

A party opposing the stay will need to show that these purported advantages will

not or are unlikely to be achieved by a stay and/or are outweighed the harm from the stay.

As previously noted, the average time for patent reexamination is over 21 months, and

this already lengthy time period does not account for the time of any appeal.?* Thus,

“courts are inclined to deny a stay when the litigation is at a later stage, such as when the

case has been set for trial and the discovery phase has almost been completed.”?



If a request for a stay is deemed by the court to be a dilatory tactic or unduly
prejudice the non-moving party, the court will likely deny the requested stay. “To allow
[a defendant] to now use the reexamination process to have the case stayed would be to
allow [the defendant] to use the reexamination as a mere dilatory tactic.”%°

Further, if the court concludes that a request for a stay will not simplify the issues
to be tried, the court will likely deny the requested stay. Thus, when it appears to the
court that at least one asserted claim will survive reexamination, the court will likely
deny the stay. In addition, the PTO has no jurisdiction to consider prior public use in
relation to a reexamination request. As a result, the court may conclude that it is the only

forum available for a complete consideration of the defendant’s alleged prior art defenses

of patent invalidity, and deny the requested stay.

VI. REASONS TO FILE THE REEXAMINATION REQUEST

A likely or already accused infringer will obviously want in the reexamination to
have the U.S. Patent Office declare the pertinent patent invalid. However, as noted
above, this occurs in only 12% of all reexamination requests filed by third party
requesters (i.e., non-patent owners). Even though 88% of reexaminations requested by
third party requesters result in at least some claims being issued at the end of a
reexamination, there are still some possible benefits to a third party requester, such as an
accused infringer.

First, even if a patent survives reexamination, the claims may be have been
amended or narrowed to the point where the accused infringer does not infringe the

narrower claims as opposed to the broader, pre-reexamination claims. Second, even if



the accused infringer cannot avoid infringement of the narrower claims, the accused
infringer can assert intervening rights such that there is no liability until issuance of the
reexamination certificate of the narrower claims.

Obviously, a patent owner will want the U.S. Patent Office to declare the patent
valid. The patent owner may also want to submit narrower claims in the reexamination
and to get them allowed in order to assert those narrower claims against an infringer.
Take for example the pre-reexamination situation where the patent has one independent
claim that claims elements A, B, and C, and another independent claim that claims
elements A, B, and D. If the accused infringer is practicing the invention by using
elements A, B, C and D, then the patent owner may want to file for reexamination to add

a claim to elements A, B, C and D.

CONCLUSION

Based on the objective statistics, an accused infringer will likely be more
successful asserting patent invalidity based on a prior patent or publication by filing a
summary judgment motion in litigation than by initiating an ex parte reexamination in the
PTO. An accused infringer should have a compelling reason(s) for filing a reexamination
request. Accused infringers may fair better in inter partes reexamination than ex parte
reexamination, but more data is needed for an accused infringer to make a meaningful
comparison between inter partes reexamination and litigation. While patent owners may
view an ex parte reexamination proceeding as the way to go to remove an alleged prior
art reference, consideration must be made to the length of time the reexamination may

take, and its possible impact on litigation and business objectives.
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INTER PARTES AS A RESULT OF REEXAMINATION, IT HAS BEEN
REEXAMINATION CERTIFICATE DETERMINED THAT:
ISSUED UNDER 35 U.S.C. 316 Claims 1-7 are cancelled.

THE PATENT IS HEREBY AMENDED AS
INDICATED BELOW. * & K % %
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