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Patent Reform Act of 2007

“High patent quality is essential to
: continued innovation. Litigation abuses,
especially ones committed by those
which thrive on low quality patents,
Impede the promotion of the progress of
science and the useful arts. Thus, we
must act quickly during the 110th
Congress to maintain the integrity of the
patent system.”

— Statement of Representative Howard L. Berman of
California on The Patent Reform Act of 2007 e



RICHARDSON P.C.

y 2007: BillsReported Out of Committee
In Both Houses!

© House and Senate Bills No Longer Track

¢ Bills Alleviate Some of the Concerns of Would-Be
Plaintiffs, Pharma, Bio; Many Provisions More Pro-
Plaintiff than in Introduced Bills

@ Bio Still Expressing Concern with Bill, Particularly
Damages Provision

http://bio.org/news/newsitem.asp?d=2007 0719 01




RICHARDSON P.C.

Bills Reported Out of Committee in Both
Houses

........... - =% House Bill Reported Out of House Judiciary Committee
— on July 19, 2007 (“HR1908 Substitute™)

Change to First-to-File Contingent on Other Countries Adopting
Same Grace Period

Damages Language Broadened: Entire Market Vaue Rule and
—— ‘ém--u::-ﬁ-::-‘-: Combination Inventions Addressed

PGO Second Window Gone; Inter Partes Reexam Enhanced

V enue Language Revamped

For Interlocutory Appeals, Judge Has Discretion to Approve
Application and to Stay Case

Inequitable Conduct Codified; Search Reports Required; Attorney
Misconduct Addressed

PTO Rule-Making Authority Made Specific to Address
Continuation Applications

Prior User Rights Expanded

Best Mode Removed as Defense in Patent Actions
Callsfor Special Masters Study

Tax Methods Not Patentable
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Bills Reported Out of Committee in Both
Houses

e =@ Senate Bill Reported Out of Senate Judiciary Committee
— on July 20, 2007 (“S1145 Substitute’)

Rewrites Damages L anguage; “ Inventive Contribution” Only

R Appliesif Entire Market Value or Established Royalty Does Not
Apply; Addresses Combination Inventions

—— o E'I'i:“'f.",',ff_fi Inter Partes Reexam Gone (Prospectively)

PGO Second Window Scope Narrowed

V enue Language Revamped

For Interlocutory Appeals, Judge Has Discretion to Approve
Application and to Stay Case

Inequitable Conduct Codified; Search Reports Required
Federa Circuit Residency Requirement Abolished

PTO Rule-Making Authority Limited; Rulemaking Authority asto
Continuation Applications Removed

Prior User Rights Expanded

Marking and Notice Rules Modified

Ends Fee Diversion

Venue for PTO Suits Changed

PTO Has More Authority to Accept Late Filings
Limits Remedies re Check Imaging Methods
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TheHistory ... 2003-2005

PTO s “The 21% Century Strategic Plan” (Updated
February 2003)
“Today the USPTO is under siege.”

FTC Report (October 2003) — “To promote
Innovation: The Proper Balance of Competition and
Patent Law and Policy”

10 recommendations focusing on gquestionabl e patents

NAS Report (April 2004) —“A Patent System for the
21% Century”

7 recommendations focusing on the high costs of
patent litigation

Industry Groups & Organizations Actively Involved
BSA, BIO, AIPLA, IPO
Recommendations & draft legislation
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TheHistory... 2004-2005

H.R. 5299 “ The Patent Quality Assistance
Act of 2004” introduced October 8, 2004 (“Berman
Bill")

House Judiciary Committee Print

(published April 14, 2005)

H.R. 2795: “Patent Act of 2005” introduced
June 8, 2005

Based on revisions of Committee Print
AIPLA Redlined Markup

Amendment in the Nature of a Substituteto
H.R. 2795 Offered by Mr. Smith of Texas
(July 26, 2005) (“ Smith Draft”)

Marked-up version of HR 2795

A Coadlition for 21% Century Patent Law
Reform (“ Coalition Draft”) (Sept. 1, 2005)

Redline of Smith Draft
Bio+Pharma-Generics
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TheHistory... 2006

HR5096: Patents Depend on Quality
(“PDQ") Act introduced on April 5, 2006.

Not bipartisan: Berman (D), Boucher (D)

Many provisions from HR2795 missing  First
inventor to file, best mode/inequitable conduct
reform, damages apportionment, etc.

S.3818 “Patent Reform Act of 2006”
introduced August 3, 2006

Bipartisan: Hatch (R), Leahy (D)

Some sections gutted/revamped  inequitable

conduct, post grant opposition, best mode, prior
art, willfulness, etc.

Some new sections: interlocutory appeal, fee
shifting, increased authority for the PTO to issue
substantive rules to implement the Patent Act, etc.

Some sections just discussion pieces
Current bills based on this draft
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TheHistory: Patent Reform
Act of 2007 as | ntroduced

H.R. 1908, S. 1145 “Patent Reform
Act of 2007 introduced April 18,
2007

Introduced by Sens. Leahy (D)/Hatch
(R) and Reps. Berman (D)/Smith
(R), each with numerous original co-
SpONSsors

Bicameral & Bipartisan

Includes litigation reforms,
patent quality enhancements &
harmonization provisions

Many provisions from earlier bills
out: ineguitable conduct & best mode
reforms, 271(f), injunction reform,
attorneys fees (o)
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TheHistory: Patent Reform
Act of 2007 as Introduced: “not perfect....”

Its not a perfect solution. This bill isthe beginning of
aprocess. | am open to suggestions for amending the
language to improve its efficacy or rectify any
unintended consequences.”

Rep. Berman, April 18, 2007

“Thishill isnot perfect....| am hopeful that further
refinements will be made to this bill during the
legidative process.”

Sen. Hatch, April 18, 2007

“Thebill isagood first start...Its not the final word.
L egidlation and modifications will be made during
the legidative process.”

Rep. Smith, April 18, 2007
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Coalition for Patent Fairness
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Coalition for Patent Fairness

http://www.patentfairness.org

Damage awar ds should be based on common sense standards. In
aworld where a device can be made up of thousands of patented
components, patent infringement damages should be proportionate
to tge value of the component in question rather than the entire
product.

The standard for assessing “willful infringement” —which
triggers atripling of ordinary damages — must ensure “willful”
damages are only assessed where there is truly egregious conduct
and all parties right to counsel is protected.

To encourage companies to keep their R& D programs in the U.S,,
patent laws governing how global damages are awarded should be
revised so that foreign companies are not advantaged over U.S.-
based companies.

The practice of “forum shopping” should end, ensuring patent
lawsuits are resolved in courts that have a reasonable connection
to the underlying claim.
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Coalition for Patent Fairness

Adobe s Agilent « Apple* Applied Materials « Aruba Wireless Networks, Inc. ¢
Atheros Communications « Autodesk « Avaya e+ Avid ¢ Broadcom Corporation ¢
Business Software Alliance « CA, Inc. « Cadence Design Systems ¢ Charter
Communications, Inc. « Chevron Corporation « Ciena Corporation ¢ Cisco Systems ¢
Computer and Communications Industry Association « Computing Technology
Industry Association « Comcast « Copernio Holding Company ¢ Countrywide
Financial Corporation « Dell « eBay « EMC Corporation ¢ Electrolux North America e
Financia Services Roundtable « Hewlett-Packard « I1linoisIT Association ¢
Information Technology Association of Americae Information Technology Industry
Council « Intel « Intuit « Juniper Networks  Lenovo ¢ Lexmark International
MasterCard Worldwide « McAfee, Inc. « Micron Technology ¢ Microsoft ¢« Napersoft
 National Semiconductor Corporation « NCR Corporation « Network Appliance, Inc.
* OpenAir, Inc. * Oracle « Palm, Inc.e RealPage, Inc. « Red Hat « Research in Motione
Salesforce.com ¢ SAP « Seagate Technology * Securities Industry and Financial
Markets Association « ShowingTime ¢ Sonnet Technologies« Software &
Information Industry Association « SPSS Inc. « St. Jude Medical » Sternhill Partners e
Sun Microsystems, Inc. « Sybase, Inc. « Symantec  TechNet « Time Warner « UGS
Corp. e VisaU.SA., Inc. « Western Digital « Xilinx, Inc. @
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Coalition for 21% Century Patent Reform
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Coalition for 21st Century Patent Reform

http://www.patentsmatter.com/

" First-lnventor-to-File’ Principle —We need a more objective patent law —
one where the validity of a patent depends on information readily accessible
to the public, rather than secret knowledge. We want a system more closely
harmonized with the “best practices’ used in the rest of the world.

Repealing the Best M ode Requirement —We need a patent law built upon
objective reguirements for determining the validity of patents. We support
the repeal of the highly subjective requirement for inventors to disclose what
they themselves contemplate, at the time of filing their patent applications, to
be their “best mode” for carrying out their inventions. Since inventors
already must provide afull and exact description of how to make and use
their inventions, this requirement does not add value for the public, but rather
adds cost and unpredictability to patent lawsuits.

Eliminating Unenfor ceability Defense on the Basis of “Inequitable
Conduct” Allegations— To improve overall patent quality of —and
timeliness in completing — the examination of patent applications, we support
facilitating more meaningful communications with patent examiners by
ending the unenforceability defense based upon “inequitable conduct.”

16
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Coalition for 21st Century Patent Reform

Creating a Unitary Post-1ssuance Review Proceeding — To test
guestionabl e patents after they issue, we support a single proceeding in the
USPTO where the public can challenge the grant of a patent on any ground
for invaidity, but with incentives that encourage the public to promptly bring
such challenges and with protections for inventors against harassment.

Submitting Prior Art to Patent Examiners— To improve overall patent
guality, we support creating an effective avenue for the public to bring
Information to the attention of patent examiners before a decision is made to
ISsUe a patent.
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Coalition for 21st Century Patent Reform

Assuring Adequate Patent Damages — We can accept legislation codifying
the existing law of damages for the sake of greater consistency in damages
determinations, provided that all inventors and all types of inventions remain
entitled to damage awards adequate to compensate for the infringement of a
patent.

Limiting Willful Infringement — To further the constitutional purpose of
the patent system and to limit patent lawsuits to consideration of only
objectively determined factors, we support limiting punitive damages to
situations involving truly egregious conduct by infringers.

Prior User Rights—We support allowing inventorsin all fields of invention
who have placed their inventions into commercial use in the United States to
continue that use without liability to anyone else who might later apply for
and obtain a patent on such inventions.
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Coalition for 21% Century Patent Reform

3M Company ¢ Abbott ¢ Air Liguide America e« Astra-Zeneca « Baxter Healthcare ¢
Beckman Coulter « Boston Scientific » Bridgestone (Americas) ¢ Bristol-Myers
Squibb « Cargill « Caterpillar Inc. « Cephalon ¢ CheckFree « Corning « Dow Chemical
» Eastman Chemical « EFIl (Electronics for Imaging) ¢ E.I. duPont (DuPont) « Eli Lilly
« ExxonMobil « General Electric « Genzyme » GlaxoSmithKline « Henkel « Hoffman-
L aRoche ¢ Johnson & Johnson « Medtronic « Merck « Millennium ¢« Monsanto e
Motorola e Novartis e Pfizer « Procter & Gamble « San Disk Corporation « Sangamo
BioSciences ¢ Texas Instruments « United Technologies « Weyerhaeuser « Wyeth
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| nnovation Alliance
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| nnovation Alliance

http://www.innovationalliance.net/

Pre-Grant Measures. To maintain the current trend of improved patent quality, it is
imperative that the USPTO continue to receive the resources necessary to evaluate an
escalating number of patent applications. To this end, legislation to end patent fee
diversion permanently is most needed. Measures that would foster an environment of
cooperation between patent examiners and applicants and increase the information
available to examiners would also increase patent quality. Reform proposals to increase
third-party submissions and mandate universal publication of all patent applications, as
well as clarification of the willfulness standard and inequitable conduct defense would
benefit all participantsin the patent system. At the same time, the USPTO should
reconsider policies that potentially encourage patent examiners to issue questionable
patents, including quotas or other benchmarks that tie compensation to the number of
applications processed.

Post Grant Opposition. Under the guise of reducing the incidence and cost of patent-
related litigation, some have suggested that an administrative procedure be created in
which the validity of a patent can be challenged AFTER the patent has been issued. In
effect, this would establish an open-ended, parallel-tracked, litigation-like administrative
procedure in which a previously issued patent could, at any time, be declared invalid.

Apportionment of Damages for Proven Infringement. A mandatory apportionment test
would encourage juries to value patents based on an artificial and arbitrary parsing among
patented and non-patented product components. Thiswould, in effect, require ajury to
substitute its judgment for that of the USPTO in determining which parts of a patent claim
are“inventive” and that of a market based analysis of the value of the patented
technology.

@
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| nnovation Alliance

AmberWave Systems « Aware, Inc. « Canopy Venture Partners, LLC « Cantor
Fitzgerald, LP  Cryptography Research « Cummins-Allison Corp. ¢ Digimarc
Corporation  Fallbrook Technologies, Inc. « Helius, Inc. « Immersion Corporation e
Inframat Corporation ¢ InterDigital Communications Corporation ¢ Intermol ecular,
Inc. « LSl « Metabolix « QUALCOMM, Inc. « Symyx e« Tesserae US Nanocorp




Other Groups/Websites

Intellectual Property Owners Association (1PO)
WWW.1p0.0rg

American Intellectual Property Law Association (AIPLA)
www.aipla.org

Business Software Alliance (BSA)
www.bsa.org/Policy%20Portal .aspx

Biotechnology Industry Organization (BIO)
www.bio.org/ip/domestic

Patently-O Patent Blog
www.patentlaw.typepad.com
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Coaalition for Patent Fairness Forms (Tech)

June 8, 2005 July 26, 2005 Sept 1, 2005
HR2795 Smith Draft “Coalition
Introduced (HR2795 Print”
intheHouse Substitute)  (Coalition for
(Bipartisan) 21% Century
Patent Reform
~Bio +
Pharma -

Generics)

|
April 5, 2006

HR5096 (“PDQ S3818

Act”)
Introduced in
the House
(Democratic)

PTO and S.Ct. Act

I —>

Aug 3, 2006 April 28, 2007
S1145; HR1908
Introduced in |ntroduced in

theSenate  the Senate &

(Bipartisan)  House
(Bicameral &
Bipartisan)
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Where are we now?

| |

| | >
July 19, 2007 July 20, 2007
HR1908 S1145
Out of Out of

Committee Committee
(HR1908 Sub) (S1145 Sub)
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Hot Topicsin Current Substitute Bills

Reformsin Litigation

1. Damages Apportionment

2. Willfulness L egend

3. Venue

4. Interlocutory Appeals . Pro-Plaintiff

5. (Back In!) Inequitable Conduct

6. (Back In!) Best Mode . Pro-Defendant
7. (New!) Special Masters

8. (New!) Residency Requirement Neutral

Reformsin the Patent Office

9. Post-Grant Opposition

10. Third Party Participation in Pros.
11. First Inventor to File
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Hot Topicsin Past Bills

Reforms out, but still kicking...

12. Attorneys Fees

Reforms addressed by US Supreme Court
13. Injunctions

14. 271(f)

Reforms being addressed by PTO Rules
15. Continuation Practice
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Junes, 2005 | | July 26, 2005 Sgpot alli’tizoor?5 April 5,2006 | | Aug3,2006 | | Apr 18, 2007
HR2795 Smith Draft | | 2 HR5096 3818 S1145,
rn HR1908

* Courtsto also consider terms of non-exclusive mar ketplace licensing of
invention and other factorsin applicable law.

=c:pm
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rtilonment, cont.

July 19, 2007
HR1908 Sub.

July 20, 2007
S1145 Sub.




Patent Reform Update

©2005, 2006, 2007 L utton, Hunsaker, Dillahunty

rtilonment, cont.

HR1908 Substitute

Entire Market Vaue:

» (3) Entire market value.--Unless the claimant shows that the patent® specific
contribution over the prior art is the predominant basis for market demand for
an infringing product or process, damages may not be based upon the entire
market value of the products or processes involved that satisfy that demand.

Combination Inventions;

» (4) Combination inventions.--For purposes of paragraphs (2) and (3), in the
case of a combination invention the elements of which are present individually
in the prior art, the patentee may show that the contribution over the prior art
may include the value of the additional function resulting from the
combination, as well as the enhanced value, if any, of some or all of the prior
art elements resulting from the combination.

Makes clear that language applies to reasonable royalty and not lost profits.
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rtilonment, cont.

S1145
Court Decides Which Method Applies

Makes clear that language applies to reasonabl e royalty
and not lost profits

A pportioning damages according to “the economic value

of the infringing product or process properly attributable to

the claimed invention’ s specific contribution over the prior
t" (1) only appliesif Entire Market Value and

Establ Isned Royalty Analysis does not apply; and (2)

| ncI udes combination analysis:

“In the case of a combination invention on whose elements are present
indivi dually in the prior art, the contribution over the prior art may
include the value of the additional function resulting from the
combination, aswell as the enhanced value, if any, of some or all of
the prior art elements as part of the combination, if the patentee
demonstrates that value.”
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rtilonment, cont.

/

S1145 Substitute

Entire Market Value Rule: “Upon a showing to the satisfaction
of the court that the claimed invention’ s specific contribution
over the prior art is the predominant basis for market demand
for an infringing product or process, damages may be based
upon the entire market value of that infringing product or
process.”

Establisnhed Royalty Based on Marketplace Licensing: If
pattern of licensing of claimed invention or “sufficiently ssimilar
noninfringing substitute in the relevant market” establishes
“general marketplace recognition of the reasonableness of
licensing terms,” and other criteria are met, damages may be
determined on the basis of the terms of the license.
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Junes, 2005 | | July 26, 2005 S(e:"(’)t alli,tizoOnOS April 5,2006 | | Aug3,2006 | | Apr 18, 2007
HR2795 Smith Draft | | 2 HR5096 3818 S1145,
rn HR1908
| | | | >

*Good faith belief of noninfringement/invalidity/unenfor ceability includes
not only reasonable reliance on advice of counsel but also designing around
and “ other evidence a court may find sufficient.”

El. o
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2. Willfulness, cont.

July 19, 2007
HR1908 Sub.

July 20, 2007
S1145 Sub.
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2. Willfulness, cont.

specific written notice

“after receiving written notice from the patentee . . . aleging acts of
infringement in a manner sufficient to give the infringer an objectively
reasonabl e apprehension of suit on such patent, and . . . identifying with
particularity each claim of the patent, each product or process that the
patent owner alleges infringes the patent, and the relationship of such
product or processto such claim . . . the infringer, after areasonable
opportunity to investigate, thereafter performed one or more of the alleged
acts of infringement”

copying
“the infringer intentionally copied the patented invention with knowledge
that it was patented; or”

or...
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2. Willfulness, cont.

not colorably different

“after having been found by a court to have infringed that patent,
the infringer engaged in conduct that was not colorably different
from the conduct previously found to have infringed the patent,
and which resulted in a separate finding of infringement of the
same patent.” (Sec. 5.)




3. Venug, OO

==
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N\
Junes, 2005 | | July 26, 2005 S(e:pot alli’tizoono‘r’ April 5,2006 | | Aug3,2006 | | Apr 18, 2007
HR2795 Smith Draft | | 2 HR5096 3818 S1145,
rn HR1908
: >

*Watersdown prior proposals. Can bringin judicial district where
either party (not just defendant) resides. Residing includes

Incor por ation.

EB. ©
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July 19, 2007
HR1908 Sub.

July 20, 2007
S1145 Sub.
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Prior Language (Bills as Introduced)
Actions for patent infringement can only be brought:
» “(1) inthejudicial district where either party resides; or”

» “(2) inthejudicia district where the defendant has committed acts
of infringement and has aregular and established place of business.”

A corporation resides where it hasits principal place of business or
where it isincorporated. — Sec. 10
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L anguage Revamped
» Can’'t manufacture venue
» Actions for patent infringement or DJ actions can be brought:

— Where defendant has principal place of business or is incorporated
(or for foreign corps where primary US sub is located (House: or

incorporated));

— Where defendant has committed substantial acts of infringement
and has regular and established physical facility controlled by
defendant and which constitute a substantial portion of operations
of defendant;

— Where primary plaintiff residesif primary plaintiff is an institution
of higher education; or

— Wherethe plaintiff residesif the sole plaintiff isan individual
Inventor who is amicro-entity (House: or where the Plaintiff or its
subsidiary has a physical facility dedicated to research,
development or manufacturing that is operated by full time
employees of the plaintiff or subsidiary). @
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L anguage Revamped
» D.Ct. may transfer action to district or division where
— (Senate. Any of the parties) (House: The defendant) has

substantial evidence or withesses; or

— Venue would be appropriate under 1391 if transfer would be
appropriate under 1404.
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4. Int peals

July 26, 2005
Smith Dr aft

Sept 1, 2005 4 14 i 5, 2006 | | Aug 3, 2006‘ Apr 18, 2007

June 8, 2005 « Coalition
HR5096 S3818 S1145;

HR2795

Print” HR1908
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4. Int peals, cont.
Wk
July 19, 2007 July 20, 2007
HR1908 Sub. S1145 Sub.




4.
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| nt : peals, cont.

=\

o0\ &pplication for an appeal under paragraph (3) shall be

28 USC § 1292(c)(2) amended to add at end:

(3) of an appeal from an interlocutory order or decree determining
construction of claimsin a civil action for patent infringement under
\on 271 of title 35.

made to the court within 10 days after entry of the order or
decree; judge has discretion on whether to approvethe
application; and proceedings in the district court under
such paragraph may at the Judge’' s discretion be stayed
during pendency of the appeal.
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4. Int peals, cont.

o

Language in S1145 and HR1908 as originally introduced opposed by
Chief Judge Michel (Federal Circuit) in May 3, 2007 Letter to
Congress.

Will double the number of appeals and cause delays at both
appellate and trial courts

Would be inefficient

» does not focus on dispositive terms

» does not allow court to modify/supplement constructions as additional
info becomes available (e.g. on summary judgment or at trial)

» Current practice not deficient, most decided on summary judgment
based on claim construction




\EV
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K
Junes, 2005 | | July 26, 2005 Sgpot alli’tizoor?5 April 5,2006 | | Aug3,2006 | | Apr 18, 2007
HR2795 Smith Draft | | 2 HR5096 3818 S1145,
rn HR1908

| | | | | |
>
| | | | | |

*Note that patenteeis off the hook if patentee chose counsel wisely

and had no knowledge of misconduct

EE o
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5. Inequjjable uct
N

July 19, 2007
HR1908 Sub.

July 20, 2007
S1145 Sub.
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HR1908 Substitute

| nequitable Conduct Codified. 1) Must be proven by clear
and convincing evidence, 2) materiality and intent must be
separately proven, 3) intent may not be inferred solely from
materiality, 4) for materiality, must be finding that but for
deceit, the PTO would have made a prima facie finding of
patentability.

Menu of remedies available to court:

» Denying patent holder equitable relief and limiting remedy for
infringement to damages

» Holding claimsin suit or claims for which inequitable conduct is
found unenforceable

» Holding the patent unenforceable
» Holding the claims of arelated patent unenforceable
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5. [neqgrifable uct, cont.

\'
HR1908 Substitute

Search report: Sec. 123 (a) In general.--The Director shall, by
regulation, require that applicants submit a search report and other
information and analysis relevant to patentability. An application shall
be regarded as abandoned if the applicant fails to submit the required
search report, information, and analysis in the manner and within the
time period prescribed by the Director.

» Exception for micro-entities

Attorney Misconduct Found by Court: Attorney misconduct.--Upon
afinding of inequitable conduct, if there is evidence that the conduct can
be attributable to a person or persons authorized to practice before the
Office, the court shall refer the matter to the Office for appropriate
disciplinary action under section 32, and shall order the partiesto
preserve and make available to the Office any materials that may be
relevant to the determination under section 32.
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5. [neqgrifable uct, cont.

A\

S1145 Substitute

| nequitable Conduct Codified. 1) Must be proven by clear
and convincing evidence, 2) intent may be inferred but not
solely from gross negligence of patent owner or its
representative or on materiality, 3) for materiality, must be
finding that a reasonable examiner would consider the
Information important in deciding whether to allow the patent
application and that the information is not cumulative.

Menu of remedies available to court:
» Holding the patent unenforceable
» Holding one or more claims of the patent unenforceable

» Denying patent holder equitable relief and limiting remedy for
infringement to damages
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5. [neqgrifable uct, cont.

\
S1145 Substitute
Search report: Sec. 123 “The Director shall, by
regulation, require that applicants submit a search report
and other information and analysis relevant to
patentability. An application shall be regarded as
abandoned if the applicant fails to submit the required
search report, information, and analysis in the manner
and within the time period prescribed by the Director.”
(Same language as House Bill)
» Exception for micro-entities




Patent Reform Update

©2005, 2006, 2007 L utton, Hunsaker, Dillahunty

\V°
Junes, 2005 | | July 26, 2005 S(e:pot alli’tizoono‘r’ April 5,2006 | | Aug3,2006 | | Apr 18, 2007
HR2795 Smith Draft | | 2 HR5096 3818 S1145,
rn HR1908
| | | | | >

El o
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6. Bestri\i,ad®) cont:
\V "

July 19, 2007
HR1908 Sub.

July 20, 2007
S1145 Sub.
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\'
HR1908 Substitute

Section 282(b) (as designated by section 11 of this Act) is
amended by striking paragraph (3) and inserting the
following:

(3) Invalidity of the patent or any claim in suit for failure to comply
with --
(A) Any requirement of 112 of thistitle other than the requirement

that the specification shall set forth the best mode contemplated by
the inventor for carrying out hisinvention ...
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\
Junes, 2005 | | July 26, 2005 S(‘i":)t alli,tizoOnOS April 5,2006 | | Aug3,2006 | | Apr 18, 2007
HR2795 Smith Draft Print” HR5096 S3818 S1145;
rn HR1908

| | | | | i
| | | | | | >
Not Included Same Same Same Same Same
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July 19, 2007 | | July 20, 2007
HR1908 Sub. | | S1145 Sub.
| |
| | >
Not

Included
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\\
, cont.

\\\

HR1908 Substitute

Administrative Offices of the US Courts, in association with
the Federal Judicial Center, directed to study the use of

special masters in patent litigation to determine benefits of
using special masters.




/.
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HR1908 Substitute
SEC. 14. STUDY OF SPECIAL MASTERSIN PATENT CASES

(@) In general.--Not later than 180 days after the date of the
enactment of this Act, the Director of the Administrative Office of
the United States Courtsshall conduct a study of, and submit to the
Committee on the Judiciary of the House of Representatives and the
Committee on the Judiciary of the Senate areport on, the use of
gpecial mastersin patent litigation who are appointed in accor dance
with Rule 53 of the Federal Rulesof Civil Procedure.

(b) Objective.-- In conducting the study under subsection (a), the
Director shall consider whether the use of special masters has been
beneficial in patent litigation and what, if any, program should be
undertaken to facilitate the use by the judiciary of special mastersin
patent litigation.
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, cont.

HR1908 Substitute

(c) Factorsto consider .--1n conducting the study under subsection (a), the
Director, in consultation with the Federal Judicial Center, shall consider—

(1) the basis upon which courts appoint special masters under Rule 53(b) of
the Federal Rules of Civil Procedure;

(2) the frequency with which special masters have been used by the courts;
(3) therole and power s special masters are given by the courts;
(4) the subject matter at issuein casesthat use special masters,

(5) theimpact on court time and costsin cases where a special master isused
as compared to cases where no special master is used;

(6) the legal and technical training and experience of special masters,

(7) whether the use of special masters has an impact on thereversal rate of
district court decisions at the Court of Appealsfor the Federal Circuit; and

(8) any other factorsthat the Director believeswould assist in gauging the
effectiveness of special mastersin patent litigation
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Junes, 2005 | | July 26, 2005 S(‘i":)t alli,tizoOnOS April 5,2006 | | Aug3,2006 | | Apr 18, 2007
HR2795 Smith Draft | | 2 HR5096 3818 S1145,
rn HR1908

| | | | | i
| | | | | | >
Not Included Same Same Same Same Same
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Irement, cont.

July 19, 2007 | | July 20, 2007
HR1908 Sub. S1145 Sub.
| |
| | >
Same Fed. Cir.
Judge
Residency
Requirement

Abolished




Patent Reform Update

©2005, 2006, 2007 L utton, Hunsaker, Dillahunty

Irement, cont.

S1145 Substitute
Residency requirement for Fed. Cir. judges abolished
Second sentence of section 44(c ) of title 28 repealed

» (C) Except inthe District of Columbia, each circuit judge shall be a
resident of the circuit for which appointed at the time of his
appointment and thereafter while in active service. WhHe+H-aetive

there shall be at |east one circuit judge in regular active service
appointed from the residents of each state in that circuit.




29,
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\V°
Junes, 2005 | | July 26, 2005 S(e:pot alli,tizoonos April 5,2006 | | Aug3,2006 | | Apr 18, 2007
HR2795 Smith Draft | | 2 HR5096 3818 S1145,
rn HR1908

| | | | —>

First window: Patent quality; Second window: Litigation reform

* 13 window expanded from 9 mosto 12 mos

EE\ o
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9. PostrGraW Opposition, cont.
A

July 19, 2007
HR1908 Sub.

July 20, 2007
S1145 Sub.
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\EV

9. Posts5r@¥ Opposition, cont.

HR1908 Substitute: Post-Grant Opp

Post Grant Opp must be filed within 12 months of issuance or
with consent of patent holder (No “second window” except
with consent)

No second petitions

Settlement can terminate post-grant review proceedings (if
settled, proceeding will have no estoppel effect on petitioners)

Director can stay post-grant review if patent challenged in
D.Ct.

Director may not institute a post-grant review proceeding on
the validity of aclaim if the petitioner raised or “could have
raised” the question in acivil action and the district court has
entered afinal decision on the matter
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\2%
Post=(5 @' Opyposition, cont.

HR1908 Substitute: Inter Partes Reexam

|nter Partes Reexam Enhanced:

» Section 301 modified such that “written statements of the
patent owner filed in a proceeding before a Federal court or
the Patent and Trademark Office in which the patent owner
takes a position on the scope of one or more patent claims”
may be used to establish the scope of the patent’s claims.

» Section 314 modified such that inter partes reexamination
will be heard by an administrative patent judge (instead of an
examiner) and the third party requester will have 60 daysto
file aresponse to either an office action or patent owner
response.

» Allowsfor oral hearings
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9. PostrGra@i Opposition, cont.

S1145 Substitute: Post-Grant Opp
Second window revised

» 1 Window: 12 mos. after grant — § 322
» 2nd \Window:

— “the petitioner establishes in the petition a substantial reason to believe
that the continued existence of the challenged claim in the petition
causes or is likely to cause the petitioner significant economic harm”
AND *“the petitioner files a petition not later than 12 months after
receiving notice, explicitly or implicitly, that the patent holder alleges
infringement;

— “the patent owner consents in writing to the proceeding” — 8322

S1145 Substitute: Inter Partes Reexam
Inter Partes Reexam Abolished (Prospectively)
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10. Third Party Participation in Pros.

Junes, 2005 | | July 26, 2005 S(‘i":)t alli,tizoOnOS April 5,2006 | | Aug3,2006 | | Apr 18, 2007
HR2795 Smith Draft o e HR5096 S3818 S1145;
rn HR1908
| | | | | |
| | | | | | >
Third Party Same Same Same Same Same

Submissions
Allowed
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10. Third Party Participation in Pros., cont.

July 19, 2007 July 20, 2007
HR1908 Sub. S1145 Sub.
| |
| | >
Samel Same?

1 — Effective one year after enactment
2 — Effective upon enactment
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11. Fir m@\ 5 File

A\
Junes, 2005 | | July 26, 2005 S(‘i":)t alli,tizoOnOS April 5,2006 | | Aug3,2006 | | Apr 18, 2007
HR2795 Smith Draft Print” HR5096 S3818 S1145;
rin HR1908
| | | | | i
| | | | | | >
US First Same Same + First to Gone US First Same*
to File Publish & File to File
w/in Y ear
Gets patent

*Sec. 3.
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11. Fir N@fé}\ o File, cont.

July 20, 2007
S1145 Sub.

July 19, 2007
HR1908 Sub.

| |
| | .
US Firstto US First
File Only if to File
Other
Countries
Adopt Similar

Grace Periods

*Sec. 3.
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11. Firstd o File, cont.

Iginal proposal would have eliminated public use/on sale in
@/m of new “reasonably and effectively accessible” standard

\OO!

Part of d es long international harmonization efforts
Widely supported across industries, BUT ...
Not “at thistime” by the PTO/Bush Administration
Dept. of Commerce May 16, 2007 opposes
USPTO Director Jon Dudas testimony June 6, 2007

Definition of prior art — largely unchanged in current bill, except
for inventor’ s own work

S1145 Substitute adds: “or otherwise available to the public”

es prior user rights defense

\©
i anguage Expanded in S1145 and HR1908 Substitutes
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11. Fir stJn@8Atorto File, cont.

\
HR1908 Substitute
(k) Effective date.--
(1) In general.--The amendments made by this section—

(A) shall take effect 90 days after the date on which the President
transmits to the Congress afinding that major patenting
authorities have adopted a grace period having substantially the
same effect as that contained under the amendments made by this
section; and

(B) shall apply to all applications filed on or after the effective
date under subparagraph (A).
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11. Fir stJn@8Atorto File, cont.

\'
HR1908 Substitute

(2) Definitions.--In this subsection:

(A) Major patenting authorities.--The term "major patenting authorities"
means at |east the patenting authorities in Europe and Japan.

(B) Grace period.--The term "grace period" means the 1-year period
ending on the effective filing date of a claimed invention, during which
disclosures of the subject matter by the inventor or ajoint inventor, or by
others who obtained the subject matter disclosed directly or indirectly
from the inventor or ajoint inventor, do not qualify as prior art to the
claimed invention.

(C) Effectivefiling date.--The term "effective filing date of a claimed
Invention" means, with respect to a patenting authority in another
country, a date equivalent to the effective filing date of a claimed
invention as defined in section 100(h) of title 35, United States Code, as
added by subsection (a) of this section.
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Past Reform Proposalsto Watch...
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12. Attorneys Fees

Junes, 2005 | | July 26, 2005 S(e:pot alli,tizoonos April 5,2006 | | Aug3,2006 | | Apr 18, 2007
HR2795 Smith Draft | | 2 HR5096 3818 S1145,
rn HR1908
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12. Attorneys Fees, cont.

July 19, 2007
HR1908 Sub.

July 20, 2007
S1145 Sub.
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12. Attorneys Fees, cont.

action 285 amended to read:
(a) The courtshall award, to a prevailing{arty, fees and
other expenses incurked by that party in connection with

that proceeding, unless theseaurt finds that the position of
the nonprevailing party or partieSwas substantially
justified or thatSpecial circumstances make.an award

unjus
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TheUS Supreme Court joined the party...
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13. Injunctions

Junes, 2005 | | July 26, 2005 Sgpot alli,tizoor?s April 5,2006 | | Aug3,2006 | | Apr 18, 2007
HR2795 Smith Draft | | 2 HR5096 3818 S1145,
rn HR1908

| | | | | I
! ! ! ! ! ! >
. Ebay, Z4, Finisar .

*Rep. Berman noted that the Supreme Court has resolved questionsinvolving
injunctiverelief. See http://www.fr.com/news/articledetail.cfm?articleid=561 for .. N @
recent cases
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13. Injunctions, cont.

July 19, 2007
HR1908 Sub.

July 20, 2007
S1145 Sub.
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14. Repeal of 271(f)

Junes, 2005 | | July 26, 2005 S(e:pot alli’tizoono‘r’ April 5,2006 | | Aug3,2006 | | Apr 18, 2007
HR2795 Smith Draft | | 2 HR5096 3818 S1145,
rn HR1908

| | | | | I
>
! ! ! ! ! !

AT&T v Microsoft

*Rep. Berman noted in hisremarksthat Section 271(f) isbeing
addressed by the Supreme Court and that if it isleft unresolved,
Congress may need to reevaluate whether toincludeit in the bill. .. N @
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14. Repeal of 271(f), cont.

July 19, 2007
HR1908 Sub.

July 20, 2007
S1145 Sub.
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And the PTO ismaking itsown rules...




\eV
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June 8, 2005
HR2795

July 26, 2005
Smith Dr aft

Sept 1, 2005
“Coalition
Print”

April 5, 2006
HR5096

Aug 3, 2006
S3818

Apr 18, 2007
S1145;
HR1908

| | | | | I
>
! ! ! ! ! !

| ssue being separately addressed by PTO

*Not specific to continuations.

El ©
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\EDL =
15. Confinaad pplications, cont.

July 19, 2007
HR1908 Sub.

July 20, 2007
S1145 Sub.
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\EDL =
15. Confinoa? pplications, cont.

HR1908 Substitute

Rulemaking Authority Made M or e Specific. (a)
Regulatory authority.--Section 2(c) is amended by
adding at the end the following:

» (6) The powers granted under paragraph (2) of subsection (b)
Include the authority to promulgate regulations to ensure the
guality and timeliness of applications and their examination,
Including specifying circumstances under which an
application for patent may claim the benefit under sections
120, 121 and 365(c) of the filing date of aprior filed
application for patent.
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USPTO Rule Proposals

PTO actively working since 2006 to modify rules
regarding continuation practice

Proposed changes originally published January 3, 2006 &
public comment invited by May 3, 2006
Final rules estimated July-August 2007

Rumored modifications:
Limit of 3 continuations
Limit of 25 claims, 5 independent
Limit divisional requirements




Provisionsin S1145 Substitute

Ends PTO fee diversion

Venue for suits where PTO is a party moved from D.C.
to EDVA

Gives PTO more discretion to accept late filings

Can’t seek patent infringement remedies for suits
against financial institutions using patented check
collection system in compliance with Federal Law




Provisionsin S1145 Substitute

New Marking Language — 35 USC 287(a) amended to read:

(a)(1) Patentees, and persons making, offering for sale, or selling
within the United States any patented article for or under them, or
Importing any patented article into the United States, may give
notice to the public that the same is patented, either by fixing
thereon the word ‘ patent’ or the abbreviation ‘pat.’, together with
the number of the patent, or when, from the character of the
article, this cannot be done, by fixing to it, or to the package
wherein 1 or more of them is contained, alabel containing alike
notice. Inthe event of failure so to mark, no damages shall be
recovered by the patentee in any action or infringement, except
on proof that the infringer was notified of the infringement and
continued to infringe thereafter, in which event damages may be
recovered only for infringement occurring after such notice.
Filing of an action for infringement shall constitute such notice.




Provisionsin S1145 Substitute

New Marking Language — 35 USC 287(a) amended to read ...

(8)(2) In the case of a patented invention not covered under
paragraph (1), no recovery shall be had for any infringement
committed more than 2 years prior to the filing of the complaint
or counterclaim for infringement in the action, except upon proof
that the infringer was notified of the infringement by the patentee.
Upon such proof, the patentee may recover damages for
Infringement for up to 2 years prior to such notice, aswell asfor
Infringement after such notice. In no event may damages be
recovered for more than 6 years prior to the filing of the
complaint or counterclaim for infringement in the action.




Provisonsin HR1908 Substitute

Tax methods not patentable
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HR 34: District Court Pilot Program

First introduced by Rep. Issa
last year; in mark-up

Passed in House on Feb. 12,
2007

Opt-in program for D.Ct.
judges to hear patent cases:
random assignment + optional
declination & reassignment to
specialized judges

10 yrs; 5 courts of 15 who
hear most patent cases (+
large + interest)

$5M  Education + Clerks

Pro-Defendant
9 ©
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Appropriations & Anti-Fee Diversion Legislation

Since 1990, more than $750 million in fees collected by PTO
diverted to unrelated government programs

Bills to permanently end fee diversion have been introduced into
House (H.R. 2791) and Senate (S. 1020), but so far not enacted
into law. Now in S1145 Substitute!

Temporary suspension of fee diversion & appropriations last 2
years have roughly equal to expected fee collections

February 5, 2007 — White House budget requested permanent end
to fee diversion (for 4" year in arow) & sought $1.9 billion for
PTO in FY 2008 for programs to improve patent quality, hire
1200 additional examiners, expand worldwide | P protection
efforts, & move toward processing all applications electronically

54
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Parting Thoughts...

Y ou can keep up to date on the reform by staying
tuned to the F& R website:

http://www.fr.com/news/articledetail .cfm?articleld=465

Or, you can go to http://www.fr.com/news/subscribe.cfm
to subscribe to F& R’ s patent reform update service.




Thank Y ou!




About the Materials

These materials were developed by Kathi Lutton and
Kelly Hunsaker, both of whom practice nationally
from Fish & Richardson’s Silicon Valley office.
Earlier drafts were developed in cooperation with
Mary Ann Dillahunty, Vice President, I ntellectual
Property for Oncolytics Biotech Inc. Lutton and
Hunsaker have been speaking on patent reform since
the first committee print dropped on April 14, 2005.
They continuously monitor the reform and confer
with those in the industry regarding the effect the
reform is having on various interests.




Kathi Lutton

Kathi Lutton isthe head of Fish & Richardson’s National
Litigation Practice which includes the firm’ s patent litigation
practice; complex commercial litigation practice; white collar,
government and securities litigation practice; I TC litigation
practice; labor and employment practice and appellate
practice. Asfor her practice, Ms. Lutton leads high-stakes,
high-tech litigation for companies ranging from Fortune 100
companies to start-ups, primarily in the electrical arts. Ms.

L utton brings to the table her Federal Circuit clerkship and
knowledge of Federa Circuit law as well as her bachelors and
masters in electrical engineering and industry experience. Ms.
L utton has received numerous accolades for her work, most
recently being recognized as one of the Top Women
Litigators in California, and winning the Women of
Distinction Award for 2007, presented by the Slicon
Valley/San Jose Business Journal. @
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Kelly Hunsaker

Kelly Hunsaker is a patent trial lawyer representing
awide range of high-technology companies,
especialy in the field of computer software. Ms.
Hunsaker has extensive experience in all aspects of
patent litigation, with atrack record of reaching
optimal resultsin a cost-effective manner. Ms.
Hunsaker’ s background in business and marketing,
combined with her technical expertise, helpsto
realize clients’ business objectives throughout the
litigation process. Ms. Hunsaker was recently
named one of the Top 75 Women Litigatorsin
California, one of California’ s Top 100 Super
Lawyers and one the nation’s Top 500 New Stars.




