INTELLECTUAL PROPERTY

Patent Case
Resolution by Inter
Partes Reexamination

By Charles Shifley

ales fell off a cliff, you are not in line for any bailout money, further cost
cutting seems impossible without doing serious damage, and now you
face a new budget buster. The company founder, who was ousted, set up

a company whose only business is
patent creation, and he has sued
your company for infringement in a
patent-friendly location. He knew
how your technology was advanc-
ing, he patented ahead of you, and
your lawyers predict that a finding
of non-infringement is unlikely.

The lawyers also predict that
the jury in the patent-friendly court
isnot likely to overrule the so-called
experts at the Patent Office who
issued the patents garnered by your
nemesis. Win or lose, the attorneys’
fees could — for starters — amount
to quarterly expenses of as much as
several million dollars.

Is there a less expensive way to
handle this situation? The answer
may be yes. Patent law has evolved,

and there is a new option called
“inter partes patent reexamination”
that, for some patent disputes, can
significantly reduce costs. This pro-
cedure involves a new group of
“super examiners” in the U.S.
Patent Office. They are selected
from the examiner ranks on the
basis of their work quality and effi-
ciency, and their job is to re-exam-
ine issued patents.

Importantly, once a party files
for inter partes reexamination, it
proceeds with “special dispatch,” in
the open, and with participation of
the requester at every step, with
ample opportunity for the requester
to respond to anything the patent
owner files.

This right of response 1s espe-
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cially valuable. As noted in a recent
practice guide (Inter Partes Reexam-
ination by Matthew A. Smith), a
reexamination presents the patent
owner with some unpleasant dilem-
mas. If the owner amends the
patent, it gives up rights to those
who would otherwise be infringers.
If the owner argues for narrow
patent interpretation, courts will
consistently interpret the patent nar-
rowly. If the owner argues against
the prior art, the owner provides
“technological safe harbors” where
its competitors can operate without
infringement.

Inter partes reexamination has
been around for about a decade, but
it began to gain popularity relative-
ly recently. Filings for inter partes
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reexammation in year 2007 alone
exceeded all the filings for inter
partes reexamunation from 2001
through 200S.

Inter partes reexamination was

conceived as way to have patent

validity reexamined more cheaply
than by litigation. No one litigates
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your competitors’ patents, and if
you have “publications” of those
past uses, such as published engi-
neering drawings, brochures and
flyers, you can “convert” the past
uses into publications and use them
to invalidate patents.

Perhaps one of the most frus-

THERE WILL BE NO DOCUMENT REQUESTS,
NO INTERROGATORIES AND NO DEPOSITIONS.

patent cases without filing for sum-
mary judgment at least once, and
often more than once, and accord-
ing to am estimate by Matthew
Smith in his practice guide, the cost
of inter partes reexamination is
:omparable to the cost of just one
such motion, and between one and
ten percent of the total cost of a dis-
trict court patent case through a jury
verdict.

So, on the plus side, inter partes
reexamination provides low cost,
speed, the competence of the super
examiners, full requester participa-
tion and the absence of a jury. Like
any legal procedure, however, inter
partes reexamination has disadvan-
tages as well as advantages.

First, it does not in and of itself
permit discovery of the patent
owner. With inter partes reexamina-
tion, there will be no document
requests, no interrogatories and no
depositions.

Of course, not being on the
receiving end of these requests can
be considered an offsetting advan-
tage. In effect, both sides are spared
the high costs of document collec-
tion and review.

Second, mter partes reexamina-
tion 1s not a process that resultsina
non-infringement decision.

However, that’s not its purpose.
Reexamination is focused on com-
paring the patents being reexamined
to older patents and publications. If,
as well, you have your own past uses
of inventions that would invalidate
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trating aspects of conventional
patent disputes is reviewing a
patent’s file and finding that the
patent’s own file included prior art
that should have prevented the
patent from issuing and should
now invalidate the patent. Often,
the file contains prior art that
should have been used by the exam-
iner to reject claims, but wasn’t,

is not very reasonable in that con-
text. Worrying over the loss of a deci-
sion by a federal judge is more
reasonable, but that concern likely
overestimates the time and depth of
study available to a judge, as com-
pared to a super examiner. And for
every patent “hawk” among the fed-
eral judiciary, i.e., every judge inclined
to declare patents invalid, there is
surely a patent “dove,” inclined to let
a jury decide on validity.

Fourth, inter partes reexamina-
tion is considered by some to be un-
developed, and some patent
lawyers have been waiting for it to
become more settled. Some are still
waiting, but the law has been devel-
oping and is more settled now than
it was.

Criticisms remain. It’s been said
that reexamination applications
have been rejected over technicali-

REQUESTERS WHO LOSE MAY NOT RAISE THE
SAME ISSUES IN LITIGATION.

perhaps because of late citations to
the prior art by the applicant or
maybe, for lack of better explana-
tion, because of slipshod examina-
tion. Convincing juries to second
guess patent examiners on the same
materials they reviewed, however, is
chancy at best.

Inter partes reexamination is
different. You can base it on the
same prior art reviewed by the
examiner who issued the patent. All
you need is an argument that puts
the prior art in a new light, and that
1s not much of a hurdle.

A thurd possible disadvantage,
and this is a big one, the requesters
who lose in inter partes reexamina-
tion may not raise the same issues in
litigation. They are “estopped.”

However, one must consider the
estoppel in context. One of the
attractions of inter partes reexami-
nation is avoiding a jury. Worrying
over the loss of a decision by a jury

ties, or that even with special dis-
patch they take too long, when
appeals are considered.

But the fact that inter partes
reexamination has become increas-
ingly common suggests that most
patent lawyers are no longer waiting
for the law to develop and see itasa
useful strategy. Today, any company
that has been sued by its departed
founder, by a holding company {aka
a patent troll) or a major competitor
is well advised to seriously consider
inter partes patent reexamination.
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