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EXECUTIVE SUMMARY

Many issued patents upon a new review turn out to lack novelty and obviousness in light of
previously undisclosed references. This report examines this policy problem and suggests the
following recommendations to improve patent quality during and after issuance.

1. Encourage Organized Efforts to Have a More Thorough Review of Patent Applications

+ Increase third party efforts to improve prior art searches and to facilitate a stronger
understanding of the world of prior art.

2. Support Organized Efforts After Patents Have Been Issued
+ Reexaminations should be limitless in time and with no financial harm limitations.

+ Don't streamline. Maintain a variety of options for reexamination requesters.

3. Increase Access to Information in the Patent Office

+ Update information in the USPTO’s online Public Patent Application and Informa-
tion Retrieval (PAIR) databases regularly.

+ Conduct and publish regular evaluations of effectiveness and performance within the

Patent Office.

Through an examination of the most recent US Patent and Trademark Office (USPTO)
reexamination filing data up through December 31, 2007, this report finds that reexamination
is an effective process for raising substantial new questions of patentability. Since over ninety
percent of all reexamination requests are granted by the Office of the Patent Commissioner, an
overwhelming majority of reexamination requests raise substantial new questions of patent-
ability. For ex parte, over three-fourths of the time, these requests narrow or cancel the patent
claims in question, showing that the substantial new questions of patentability raised were so
strong that the examiners were made to rethink the initial grants. This is even more true for
inter partes reexamination, where 64% of all reexamination requests resulted in canceling the
claims altogether.

This report begins with an explanation of current patent policy in the United States, defines
the problem with patent quality and explores the implications for a robust public knowledge
commons. The following explanation of current reexamination procedures informs a detailed
examination of reexamination filing trends. Finally, the report concludes with a survey of vari-
ous proposals for patent policy reform and makes three recommendations for improving patent
quality for the purpose of expanding and defending the public domain.
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PATENTS AND THE PUBLIC DOMAIN

The Problem With Patent Quality
In recent years, the USPTO has come under

increasing scrutiny over the quality of its patent
examinations.' The growing push for reform of
the patent system is fueled by the rapid rise of
technology, financial services, telecommunica-
tions, and other innovations driving the infor-
mation economy, all straining the USPTO’s
ability to evaluate and issue quality patents.
Problems with patent quality occur when the
Patent Office grants patents on claims that are
broader than what is merited by the invention
and the prior art.” In fact, a number of these
problematic patents have been issued and pub-
licized to much fanfare, including the infamous

What Is a Patent?

A patent for an invention is the grant of a
property right to an inventor which pre-
vents others from “making, using, offering
for sale, or selling” their invention in the
United States or “importing” the inven-
tion into the United States. This prop-
erty right lasts for 20 years from the day
the patent application was filed. In order
to qualify for a patent, the invention
must be novel, and non-obvious. Fur-
thermore, one cannot patent mere ideas
or suggestions; a patentable invention is

Smuckers’ peanut butter and jelly patent where limited to a“process, machine, manufac-

the company asserted a patent on their method ture, or composition of matter, or any

of making the UncrustiblesTM crust-less pea- new and useful improvement thereof.”

nut butter and jelly sandwiches, among others.* Thus, in order to obtain a patent, and
These “bad” or improvidently granted patents one must include a description of the ac-

impact the USPTOs ability to promote overall

tual machine or subject matter for which
the patent is sought (See Title 35 of the

patent quality which, I will show, has serious
United States Code, Section 104).

implications for the public domain.

Policy Rationale: Encouraging Innovation

The patent system was designed to promote public innovation and manage the public domain®.
By encouraging other inventors to work around the patent to create improved, alternative
technologies that might not have otherwise been developed, patents encourage creativity and
innovation in society. They can also reward inventors for their hard work and ingenuity by giv-
ing them the right to control the manufacture and sale of their invention. In this way, patents
“promote the progress of science and useful arts, by securing for limited times to authors and
inventors the exclusive right to their respective writings and discoveries” as delineated in Article
I of the Constitution.®

The patent system is furthermore shaped by ideas about international competition and US
ability to stay competitive with foreign technology.

... the USPTO seeks to preserve the United States’ technological edge, which is key to
our current and future competitiveness... Through the preservation, classification, and
dissemination of patent information, the Office promotes the industrial and techno-
logical progress of the nation and strengthens the economy.’

By encouraging innovation through intellectual property regulation, patents can help the US be
technologically competitive in the international economy.

Finally, patent policy rationale is also shaped by ideas about the public domain and the public
good. By granting the inventor a limited monopoly on their inventions, the US patent system
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also requires inventors to disclose their innovations into the public domain to give others the

opportunity to improve on them and to contribute the invention to the pubic record. In this

way, the patent system, while spurred by economic incentive, can also encourage the dissemina-
tion of knowledge for the benefit and use of the public.®

In light of the danger posed to the public domain, a number of policy critiques have emerged
over the years to explain how the USPTO’s procedure can result in improvidently granted
patents. One major critique is that the Patent Office’s process for reviewing patent applica-
tions does not involve an adequate search for relevant prior art in different technological fields.’
It can be especially difficult to identify prior art information with respect to new technolo-

gies such as computer software.'” Another common criticism of the USPTO is that it is too

subject to political influence, as important interest groups that exert pressure on policymakers
in Congress and the USPTO can directly shape patent policy." In addition, many argue that
the laws and regulations governing the behavior of the USPTO do not provide the incentives
needed to issue valid patents, and there is a lack of penalties to the Patent Office for incorrectly
issued patents.'? It has also been asserted that US patent examination is deficient as compared
to other national patent offices. Some have alleged that the USPTO has higher rates of ac-
ceptance and lower levels of review, particularly compared to Japan's and the European Union’s

patent offices."”

Regardless of their origin, the existence of these kinds of problems have important social and

economic implications. By failing to meet the novelty and nonobvious requirements for patent-

ability, improvidently granted patents im-
propetly remove products and methods from
the public domain.' Issuing patents that are
not novel or obvious also puts other excessive
burdens on society including important eco-
nomic impacts such as inefficient resource
allocation and significant harm to economic
growth."”

In light of these high social costs and eco-
nomic inefliciencies, this paper addresses

the policy problem that there are too many
improvidently granted “bad patents” that, in
light of new prior art, do not meet the nov-
elty or nonobviousness requirements for pat-
entability. One way of ensuring patent quality
is by increasing standards and controls in the
patent application process. Another avenue
to increase patent quality is after the pat-

ent has been issued through the process of
reexamination. Through an evaluation of this
process, this paper addresses the question of
how effective reexamination is in addressing
improvidently granted “bad” patents and in-
creasing patent quality and proposes several
policy recommendations addressing reexami-
nation effectiveness.

ELECTRONIC FRONTIER FOUNDATION

Why Worry About a Bad Patent?

+ opportunistic licensing royalties and
fees

+  licensors may rationally settle for a li-
cense instead of resorting to protracted
litigation

+ disincentive to downstream innovation

+ competitors must waste time designing
around dubious patents

+  the cost of rent-seekers who may
choose to invest in start-up companies
based on bad patents, thereby taking
away resources from genuine entrepre-
neurs

+ the social cost of supra-competitive
pricing, in the absence of noninfringing
product substitutes

+ the filing and prosecution costs and the
subsequent cost of having the courts fix

the USPTOs oversights.
— Shubha Ghosh and Jay Kesan.“What Do

Patents Purchase?”?

EFF.ORG



PATENT REEXAMINATION

To supply the public with an efficient means
to contest the validity of problem patents
that may have been issued improperly, Con-
gress created the process of reexamination.'
Through reexamination, a patent can be
brought under scrutiny in an internal office
proceeding after the patent has already been
issued. Essentially, reexamination is a vehicle
for the USPTO to consider substantial new
questions of patentability concerning the

claims of an existing patent. As an internal

What Is Reexamination?

The basic process of reexamination begins
with a request submitted to the Office of
the Patent Commissioner by a third party,
another inventor, or by the office itself.
Subsequently, one of two things happens
to this request. If the Patent Commis-
sioner finds no valid case for reexamina-
tion and the request has not raised a
substantial new question of patentability,

office proceeding, reexamination can also the request is denied. If the Patent Com-

help resolve patent disputes before the dis- missioner has found the request has raised
pute reaches costly litigation. a substantial new question of patentability,

. , the request is granted.
In addition to allowing patent holders them-

selves to engage in the process, reexamination

proceedings also allow third party groups to file on behalf of the public interest.“Third par-
ties wishing to attack the validity of an issued patent may also find that reexamination offers
an attractive alternative to active litigation of validity issues.””” The threshold requirement for
triggering the process of reexamination is the existence of a substantial new question of patent-
ability,'® raised by a prior art patent or printed publication."

Eequest for
Feezamination Filed

S

Eequest Demed Eequest Granted
All Claims Clairms All Claims
Canceled MNarrowed Confirmed

Figure A: Reexamination Flow Chart

Once a reexamination request has been granted, a patent examiner reexamines the patent in light
of the substantial new questions of patentability raised in the form of a prior patent, prior art, or
printed publication. Ultimately, the examiner then issues a Reexamination Certificate®® with one
of three conclusions: all claims are affirmed, all claims are canceled, or claims are narrowed.

Ex parte and Inter partes?”

Ex parte and inter partes reexamination procedures present different options for a requester,
depending on factors ranging from budget and time constraints to technical complexity and
the size of the potential prior art arsenal.®® In ex parte reexamination, the lopsided representa-
tion in the process can create a procedural edge for the patent owner, who enjoys an exclusive
dialog with the examiner once the reexamination is underway. Indeed, this factor is often cited
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by third parties who choose not to pursue
ex parte reexamination, which effectively
requires the requester to provide as much
ammunition to the examiner as possible in
the initial submission.”® Also, patent owners
themselves may file ex parte reexamination
requests on their own patents to narrow
claims that may have been overly broad.

Another consideration for filers is the estop-
pel provision which precludes third parties
from raising, in litigation, issues that could
have been raised during the course of the in-
ter partes reexamination proceeding.** The es-
toppel provision was enacted to protect small
companies and individuals against attacks

by larger entities with more resources. The
theory was that a corporation could first try
to invalidate the patent under reexamination,

and subsequently, if that were to fail, use their

extensive resources to raise the same issues
in litigation. The estoppel provision, while
acting as an appropriate protective measure
also makes the inter partes option much less
attractive for many parties.

The key difference between ex parte and inter
partes reexamination is in the level of re-
quester participation. This and the following
other key differences are summarized in the
table below. Ex parte reexamination requests
generally involve fewer legal fees, may be less
time-consuming to file, may be conducted

What Is Ex Parte Reexamination?

In ex parte reexamination, the party who
submitted the reexamination request may
no longer actively participate in the pro-
ceedings. The correspondence is strictly
between the examiner and the patent
owner. In inter partes reexamination, the
requesting party may continue to partici-
pate n the proceedings. Both processes
however, do not differ as to the substance
to be considered in the proceeding.

What Is Inter Partes Reexamination?

Inter partes was created by Congress
through the passage of the American
Inventors Protection Act of 1999 to
increase the attractiveness of reexamina-
tion over the costly alternative of district
court litigation. Inter partes reexamination
is only available for patents that were filed
on or after the bill was passed on Novem-
ber 29, 1999. By allowing full participa-
tion by both the patent holder and the
third party requester, inter partes allows
the examiner to act more like an arbi-

ter, taking advantage of the adversarial
process.

anonymously without identifying the requester, and are not subject to the estoppel issues of

inter partes. Inter partes also may involve a possible advantage in speed for obtaining a first

substantive office action, since this is ordinarily expected to accompany the USPTO’s decision

granting or denying the reexamination request.”

Inter partes
Requester Participation
Who can file

Estoppel Issues Yes
Cost >$8800
Requests Filed 353
Average Annual Requests 71

Filed?®

Ongoing during process
Only third party

Ex parte

In initial filing
Third party,
Commissioner,
Patent holder

None
$2520
9060
530

Table 1: Ex parte v. Inter partes Reexamination

ELECTRONIC FRONTIER FOUNDATION
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OVERALL REEXAMINATION TRENDS

In this analysis, I examine the filing trends and claim results to gauge the effectiveness of the
reexamination process in countering improvidendy granted patents and increasing patent
quality. According to the Manual of Patent Examining Procedure, information on patent
reexamination proceedings are open to inspection by the general public.”” The most recent
filing data includes both inter partes and ex parte reexamination proceedings through Decem-
ber 31, 2007. 28

It is important to note that the motivations behind a reexamination request may be a factor in
the ability to judge the fairness and effectiveness of the reexamination process. For example, it
is difficult to judge just how many patents brought up for reexamination were improvidently
granted. It is possible that economic incentives, rather than a concern with the dubiousness of
a patent, may more often motivate a party to request a reexamination. Thus, the ability to make
definitive statements about the effectiveness of reexamination is bound by how many “bad
patents” are not getting reexamined and how many “legitimate patents” are being reexamined
unfairly. The latter may be estimated by the number of patents that come out of reexamination
with no claim changes, but this is not necessarily an accurate assumption as it would not take
into account improvidently granted patent that come out of reexaminations unscathed.

Ex Parte Reexamination Filing Data: July 1, 1981 - December 31, 2007

This most recent filing data covers all ex parte reexamination proceedings since the start of ex
parte reexamination on July 1st, 1981 up through December 31, 2007.%° According to the most
recent filing data, ex parte reexamination is capable of consistently raising substantial new ques-
tions of patentability and also seems to be a fair and effective way of improving patent quality
through its ability to narrow patent claims. Within this time period, there have been over nine
thousand requests, averaging over five hundred annually in recent years. Of these requests, the
Office of the Commissioner for Patents has granted over ninety percent, finding that the re-
quests raise a substantial new question of patentability. The high request grant rates reveal that
ex parte reexaminations tend to raise important new questions of patentability. The following
table shows how many requests were filed by patent owners and third parties, in what disci-
plines, and how many of those requests were granted.

ELECTRONIC FRONTIER FOUNDATION 8 EFF.ORG



Requests Number Percent

By patent owner 3495 39%

By other member of public 5400 59%

By order of Commissioner 165 2%
Total requests 9060 100%
Number of filings by discipline

Chemical Operation 2703 30%

Electrical Operation 3023 33%

Mechanical Operation 3334 37%
Total filings 9060 100%
Determinations on requests

Granted 7998 92%

Denied 716 8%

Tahle 2: Ex Parte Reexamination Requests: July 1, 1981- December 31, 2007%°

By finding a substantial new question of patentability in ninety-two percent of reexamination
requests, the Office of the Patent Commissioner recognizes the ability of ex parte reexamina-
tion proceedings to provide the PTO with important relevant information.

Furthermore, the large number of claim changes as a result of these requests reveal that reex-
amination is an important cornerstone of the Patent Office’s capacity to ensure good patent
quality. Out of the ninety-two percent of reexamination requests that are granted, 3 out of 4
requests have a substantial effect on the claims. This is calculated from the figures below that
reveal in ex parte reexamination, sixty-four percent of patents have their claims narrowed and
ten percent of patents have all their claims canceled since a patent’s claims may not be broad-
ened in ex parte reexamination.

Reexamination Results to Claims Number Percent
All claims confirmed 1556 26%
All claims canceled 636 10%
Claims changed 3874 64%

Table 3: Ex Parte Reexamination Results: July 1, 1981- December 31, 2007*

These two figures combined mean that seventy-four percent of reexaminations narrow, in some

way, the impact that these patents have on the public domain.*

In looking at the ex parte reexamination filing data, it is important to take into account that
patent owners themselves file ex parte reexaminations on their own patents with the aim of
restricting or narrowing their claims to avoid potential litigation. In fact, patent owners have
initiated thirty-nine percent of ex parte requests according to the most recent filing data, almost
three thousand of the total nine thousand ex parte requests filed. Furthermore, the large num-
ber of claim changes as a result of these requests reveal that reex-amination is an important
cornerstone of the Patent Office’s capacity to ensure good patent quality. The following figures
reveal that sixty-four percent of patent reexaminations result in a narrowing of claims and ten
percent result in the cancellation of all claims. Thus, out of the ninety-two percent of reex-
amination requests that are granted, 3 out of 4 requests have a substantial effect on the claims.
(Data from Appendix D: Ex Parte Reexamination Filing Data: 1981-2007)
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Whether filed by a third party or the patent owner themselves, the latest reexamination filing data
shows that ex parte reexamination is a tool that is capable of decreasing the scope of “bad” patents
and minimizing their impacts on the public domain. With the PTO able to substantially re-work
many of the patents in light of the substantial new questions of patentability raised in ex parte
reexamination, these proceedings are an important avenue that must be kept open for the PTO to
continue to ensure patent quality.

Inter Partes Reexamination Filing Data: November 29, 1999 - December 31, 2007

According to the data, inter partes reexamination is also a fair and effective proceeding that allows
third party requesters to challenge improvidently granted patents and raise valid new questions of
patentability. Requests for inter partes reexamination are granted at incredibly high rates. This may
be due to some amount of self-selection that limits inter partes filings to those requesters sufficient-
ly confident in their arguments to risk estoppel.”” The following table shows how only four percent
of all inter partes requests have been denied since the start of inter partes reexamination proceedings

in 1999,

Requests Number Percent
Number of filings by discipline
Chemical Operation 87 25%
Electrical Operation 132 37%
Mechanical Operation 134 38%
Total filings 353 100%
Determinations on requests
Granted 293 96%
Denied 13 4%

Table 4: Inter Partes Reexamination Filings, November 29, 1999- December 31, 2007

Furthermore, inter partes reexamination results in a comparatively large number of claim cancel-
lations for requesters as shown below. This may be due to the adversarial process utilized in inter
partes where the requester presents their best arguments to the issues raised by the patent holder.

Reexamination Results to Claims Number Percent
All claims confirmed 1 8%

All claims canceled 9 75%
Claims changed 2 17%

Tahle 5: Inter Partes Reexamination Results: November 29, 1999 - December 31, 2007*

Comparison of Ex Parte and Inter Partes

There are significantly fewer inter partes filings than there are ex parte. Since the start of the inter
partes reexamination procedure, there have been three hundred fifty-three inter partes reexami-
nation requests filed, representing only four percent of all ex parte reexamination requests filed.
However, the total number of ex parte reexamination requests includes requests filed since the start
of ex parte reexamination proceedings in 1981, so ex parte reexamination also has had an eighteen
year head start.

The following chart shows how the number of both ex parte and inter partes requests has been ris-
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ing in recent years. In the last five years, the number of inter partes requests has nearly doubled
from 2006 to 2007 and increased by twenty percent from 2005 to 2006.

700 -
B00
500 *
400 4
300
200

100

[ |
* - [ ]

e HE

003 2004 2005 2006 2007
Figure B: Total Reexamination Requests, 2003-2007

It may not be reasonable to compare the number of requests filed however, since as noted ear-
lier, whether a party chooses to file an ex parte request or an inter partes request depends heavily
on the party’s circumstances.’ This is apparent when examining the large differences in the
impact on the patent claims. For third-party requesters, for example, an inter partes proceeding
is fifty percent less likely to result in the confirmation of all claims and over seven times more
likely to result in the cancellation of all claims. While ex parte reexaminations are more likely to
result in a narrowing of the patent claims, inter partes reexaminations are more likely to result
in a cancellation of all claims, as shown in the following table.

Inter Partes Ex Parte

Requests Granted 98% 92%

Requests Denied 2% 8%
Total 100% 100%

All Claims Confirmed 8% 26%

All Claims Canceled 75% 10%

Claims Changes 17% 64%
Total 100% 100%

Table 6: Comparison of Inter Partes and Ex Parte Reexamination Claim Results®

The two procedures are used by different parties for different purposes. For example, while
third party filers can utilize either reexamination procedure, patent holders may only use

ex parte to reexamine their own patent. As mentioned earlier, patent holders filed forty-one
percent of ex parte reexamination requests, seeking to amend their patent or test their patent
against certain prior art. The following table compares the results of reexaminations requested
by third parties and reexaminations requested by patent owners. From these figures, the high
rates of reexaminations resulting in all claims confirmed for patent owner requesters may be
raising the overall ex parte rates of claim confirmation.
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Claims Canceled  Claims Changed  Claims Confirmed
Third Party Requester 29% 12% 59%
Patent Owner Requester 23% 7% 70%

Table 7. Ex Parte Reexamination Claim Results®

One reason why reexaminations may result differently for third parties than for patent own-
ers is because third parties might frame their requests differently from patent owners, using
different kinds of prior art, different arguments, etc. Another reason for the high rates of claim
changes in ex parte proceedings could involve a more thorough consideration of inter partes
requesters arguments as a result of their ongoing participation or differences in the type and
quality of arguments presented in inter partes.”®

It is clear that both kinds of reexamination processes have the capacity to contribute to im-
proved patent quality and minimize the impact on the public domain. By allowing patent hold-
ers to test and revise their own claims and by allowing concerned third party requesters to chal-
lenge problematic patents, reexaminations provide an avenue outside of litigation to address
dubious patents. How effective these proceedings are in their ability to holistically address the
policy problem of improvidently granted patents remains to be seen.

PROMOTING FAIRNESS IN THE PATENT SYSTEM THROUGH REEXAMINATION

There are different ways of promoting fairness in the patent system throughout the stages of
patent issuance. Increasing the level of prior art review for patent applications is one avenue
of increasing patent quality before a patent is issued. Once a patent is issued, a reexamination
request can be used to improve patent quality upon second review. Finally, legislative reform
can introduce broad comprehensive policies for improving the patent system.

Improving the Quality of Patent Application Review

In the initial examination process, improvements can be promoted through evaluating prior art
more thoroughly. The Peer to Patent project addresses the problem of patent quality by en-
abling the public to submit prior art and commentary relevant to the claims of pending patent
applications in the fields of computer architecture, software, and information security.” Before
the patent is issued, the Peer to Patent Project solicits prior art contributions and allows users
to upload prior art that is relevant to the patent application’s claims. Once evaluated, they send
the top ten prior art references to the USPTO for review. The Peer to Patent Project has even
secured an agreement with the USPTO to expedite applications that participate in the Peer to
Patent Project to the front of the queue. By collaborating with the USPTO, the Peer to Patent
Project ensures that relevant prior art is evaluated and taken into account in the patent applica-
tion process.

Third Party Reexaminations

Various advocacy groups promote try to promote fairness in the patent system by filing re-
examination requests as a form of public policy. The Public Patent Foundation for example,
pursues reexaminations to “protect the public domain from being recaptured in new patents,”
and has filed requests on patents involving stem cell research, the JPEG standard, DNA co-
transformation, genetically modified crops, the File Allocation Table (FAT) file system, and
atorvastatin, a cholesterol-lowering drug.*!
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The Electronic Frontier Foundation’s Patent Busting Project, established in 2004, identified its
“Ten Most Wanted” patents for “crimes against the public domain,"**and has initiated reexami-
nation requests for five of them to date, which have all been granted. Requests have included
challenges to Clear Channel’s patent concerning the digital recording of live performances,
Test.com’s patent concerning Internet test-taking, and the most recent Sheldon gaming patent
concerning online gaming technology.

Administrative Reform

Fairness in the patent system can also be promoted administratively. There are various policy
mechanisms within the USPTO introduced and revised to encourage fairness in reexamination
proceedings. All patent examining policies are cataloged in the Manual of Patent Examining
Procedure (MPEP).* One major policy change to USPTO reexamination procedures was the
1237 OG notice that specified that the examiner assigned for ex parte reexamination proceed-
ings must be different from the examiner initially assigned to issue the patent*. This policy
change was meant to increase fairness in the proceedings by eliminating any potential bias in
the examiner’s decision.

Fairness within reexamination proceedings is also ensured through two different conferences
between patent examiners mandated by the MPEP. After an examiner has determined that

the reexamination proceeding is ready for final rejection, the examiner will formulate a draft
preliminary decision, explaining the grounds of rejection.*” Then, the Supervisory Patent Ex-
aminer is informed of the examiner’s final rejection and convenes a patentability review confer-
ence where the conference members review the patentability of the claims again. Only after this
conference confirms the examiner’s preliminary decision to reject and/or allow the claims, the
Notice of Intent to Issue a Reexamination Certificate or final rejection is issued and signed by

the examiner.*

Legislative Reform

In addition to these various mechanisms for promoting reform, ultimately we need proper
legislation to ensure fairness in the patent system. Following a recent threat to reexamination
proceedings in the Patent Reform Act of 2007, S.1145, concerns about how to improve pat-
ent quality continue to abound. The Act which would have practically eliminated third-party
post-grant review, raising concerns about the ability of the USPTO to continue to ensure
good patent quality. While the Senate reform bill strove to introduce some significant positive
reforms for the patent system by allowing more information to be presented to patent examin-
ers and seeking to tie damages awarded in infringement cases more closely to the innovation
represented by the patent, it also posed a serious threat to the post-grant review.

The Draft Judiciary Committee Report of the Patent Reform Act of 2007 states that“Section
5 of the Act creates a new post-grant review (PGR) system for United States patents, replacing
and eliminating inter partes reexamination.”"” This statement is followed by footnote 87 which
states:

Ex-parte reexamination, based on a request by the patentee, is retained. See new
Section 303(a) of the Act. However, third parties may no longer request an ex-parte
reexamination. Thus, third parties wishing to challenge the patent will use the new post
grant review system; patentees wishing to have additional art considered by [sic] will

use the old ex-parte reexamination system.*
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This revision would only permit third parties to question the validity of issued patents within
twelve months of issuance, severely restricting the ability of public interest groups to voice their
concerns over dubious looking patents.

Furthermore, under the bill, an opportunity to challenge the patent through reexamination

is only given if an individual or entity can prove they themselves are economically harmed by

a patent. Nonprofit public interest groups like the Electronic Frontier Foundation and the
Public Patent Foundation would be unable to consistently meet that standard. Thus the Patent
Reform Act of 2007 would have essentially eliminated important public interest projects such
as the Electronic Frontier Foundation’s Patent Busting Project, which uses inter and ex parte
reexamination proceedings to challenge and defend against patents that potentially infringe on
the public domain.* In this way, the Patent Reform Act of 2007 would have failed to replace
the current reexamination processes with an adequate form of post-grant review. It would have
placed undue restrictions on third party participation and it would have failed to provide effec-
tive procedures for reevaluating patents that have passed the grant process.”

Although the bill passed in the U.S. House of Representatives in 2007, its passage in the Sen-
ate has since been controversial. As of April 2008, the bill has stalled in the Senate over some
key issues. Democratic Senator Patrick Leahy said negotiations were close to complete but
halted by “just a handful of words.” The primary sticking point for legislators and key stake-
holders was the issue of how damages for infringement should be calculated. Although the
current bill has stalled, it is widely accepted that the issue of patent reform in the U.S. Con-
gress will continue be an ongoing issue that will surface again in the near future.”> However, the
difficulty Congress faces in passing a strong, comprehensive patent reform bill will continue to
be compounded by the pressing need for reform in the many organizational sectors of the pat-
ent system, the strength of the political lobby, and the rapidly growing tech industry.

POLICY RECOMMENDATIONS

Defining appropriate recommendations for improving patent quality depends how the origins
of the problem are defined. Do we strengthen enforcement and penalties for infringement,
increase standards for patentability, redefine what qualifies as patentable material? And what is
the appropriate combination of approaches? As previously discussed, there are different ap-
proaches to why patents are issued improperly and different concerns with the effects of such
bad policy. One possible solution to the problems relating to patent quality lies within the
reexamination process. These policy recommendations were developed in light of the detrimen-
tal effects improvidently granted patents have on public knowledge and the public domain. The
following recommendations prioritize this consideration and emphasize approaches to increas-
ing patent quality that minimize the impact of improvidently granted patents on the public
domain,

1. Encourage Organized Efforts to Have a More Thorough Review of Patent Applications

+ Increase third party efforts to improve prior art searches and to facilitate a stronger
understanding of the world of prior art.

There is obvious potential to strengthen patent quality by reducing the number of “bad” patents
that are issued. Public interest groups in particular can have a distinct role to play in improving
patent quality. Independently funded public interest efforts lack political ties and obligations
and are thus appropriately positioned to propose avenues for addressing threats to the public
domain. Some public interest efforts are already underway, striving to carve out and protect
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public knowledge by strengthening and improving the level of review of patent applications.
In the application process, the Peer to Patent Project strives to address problems with patent
quality by strengthening their standards of review with the help of online contributors. This
publicly contributed knowledge can help expand the world of prior art, particularly in the
information industries, and decrease the number of “bad” patents that emerge from the patent
application process in the first place.

2. Support Organized Efforts After Patents Have Been Issued

+  Support third parties organizational ability to conduct reexaminations of dubious-
looking patents.

As I have shown, reexamination is an important tool capable of improving patent quality for
patent holders themselves as well as for third party public interest filers. Third party public in-
terest filers can play an important role in improving patent quality as their efforts are explicitly
concerned with the effects of dubious looking patents on the public domain. As I have shown,
public interest groups are often utilizing reexamination proceedings in order to challenge pat-
ents that come dangerously close to impeding public knowledge.

2a. Within Reexaminations: Limitless In Time And With No Financial Harm Limitations

+  Maintain the ability for third parties to file reexaminations within an unlimited period
without the requirement to prove direct financial harm.

One argument against third party post-grant review is that it places too much burden on over-
worked patent examiners. However, the Patent Office grants an overwhelming majority of re-
examination requests by third parties, as I have shown, welcoming the ability of these requests
to raise substantial new questions of patentability. By denying third party public interest filers
the procedural ability to challenge patents, the patent system would sacrifice an important asset
and a mainstay of their mission to manage the public domain and promote public knowledge
and innovation. The recently avoided risks posed by the Patent Reform Act of 2007 posed a
direct threat to the ability of reexaminations to promote fairness in the patent system with the
proposed filing limitations. Although it has been taken off the table for now, we must maintain
the procedural ability of third parties to conduct reexaminations on behalf of the public inter-
est.

2h. Don’t Streamline. Maintain a Variety of Options for Reexamination Requesters

Additionally, we need a grab bag of options for post-grant reexamination proceedings in order
to be most effective and efficient. Since requesters file different kinds of reexaminations for
different reasons, we must maintain a variety of options in the post grant period to ensure ap-
propriate procedures for different filers. Inter partes and ex parte reexamination are only two of
the current ways to improve patent quality once a patent has been issued. If the same procedure
applied for different filers, some filers may pay too much, wait too long, etc. and these limited
options for reexamination requesters would increase the inefliciency of the Patent Office. A
more efficient system would be able to direct patent examiners to look at specific requests and
also be able to formulate those requests appropriately. A variety of options will also be helped
by recommendation number two that helps direct the requester to the relevant prior art.
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3. Increase Access to Information in the Patent Office

Lastly, this final recommendation would help us accomplish the first two recommendations
more effectively. Making information about patent prior art more accessible would aid in orga-
nized efforts both before a patent is issued as well as after.

Ja. Increase Access to Information About Non-Patented Prior Art

The Prior Art Project™ aims to facilitate better prior art search by introducing a standard
prior art tag and a central wiki-style user-generated database of public knowledge. User-gener-
ated content pertaining to the software reference is tagged appropriately so internal processes,
modules, and structures can correspond with patent claim elements. The project can also help
define the realm of patentable material and allow any interested parties to find invalidating
prior art software, as the database grows. Public interest projects such as these are well-situated
to propose policy changes to the patent system because they are not beholden to slow, bureau-
cratic government processes or political influence. Increasing this kind of public participation,
particularly utilizing Web 2.0 tools to gather and disseminate information, allows these players
to continue to explore policy solutions outside of slower legislative reform efforts.

3b. Increase Access to Information About Patented Prior Art

+  Update information in the USPTO’s online Public Patent Application and Informa-
tion Retrieval (PAIR) databases regularly

+  Conduct and publish regular evaluations of effectiveness and performance within the
Patent Office

While all information regarding patent reexamination proceedings is publicly available, the
USPTO public PAIR database is unwieldy and organized so that file proceedings are still
difficult to access. The PAIR service does not allow a user to browse the archive on their own
terms, for example, by listing all of the reexaminations in one year or all the reexaminations
that resulted in a certain way. Most significantly, the file information contained in PAIR is still
very incomplete. Improvements to this system would greatly improve knowledge about the
world of patented prior art. The emergence of Google Patents is an indication of the opportu-
nity for the growth of public knowledge about patents. The USPTO should also take advan-
tage of this opportunity by increasing the online availability of file and regularly updating their
public records.
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CONCLUSION

The reexamination process is capable of revising individual patents, but it is not designed to be
a procedural or systematic check. With limitations on the ability to search for prior art, par-
ticularly in software and technology patents, reexaminations are difficult to conduct on a wide
scale. Since public interest groups are often poorly resourced, we must consider the effective-
ness of this process in redressing improvidently granted patents. As a comprehensive policy
solution, it is unreasonable to expect reexaminations alone to be enough, particularly since we
still don't even know how many “bad” patents there currently are in existence. In addition to
more research, we also need political consensus around how we formulate the problem to begin
to pursue viable legislative change.

These recommendations are just partial suggestions for addressing the larger systemic prob-
lems with the US patent system and should be seen as only steps in the right direction. Before
a patent is issued, increasing third party efforts continues to prove useful to the office as seen
through the Peer to Patent Project’s work. Combined with appropriate internal reexamina-
tion mechanisms after issuance to catch patents with prior art that has been overlooked, public
interest efforts can play a pivotal role in improving the patent system. EFF’s Patent Busting
Project does this by raising substantial new questions of patentability via reexamination. In-
creasing public interest participation in addressing problems with patent quality would allow
these players to continue exploring policy options without resorting to litigation or embark-
ing on lengthy legislative reform efforts. In this way, these independent efforts may be the key
to exploring new avenues for addressing the problems improvidently granted patents pose to
maintaining a vibrant public domain.
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5.

Appendix C: Ex Parte Reexamination Filing Data: 1981-2007

UNITED STATES PATENT AND TRADEMARK QFFICE

Commissicner for Patents
United States Patent and Trademark Office

P.O. Box 1450
Alexandria, VA 22313-1450
D .o
Ex FParte Reexamination Filing Data - December 31, 2007
Total requests filed since start of ex parte reexamon O7/0L/81 ... ... ... ... .. .. 2060
a. By patent owner . 3495 39%
b. By other member of public 5400  59%
¢. By order of Commissioner 165 2%
Number of filings by discipline
a. Chemical Operation 2703 30%
b. Electrical Operation 3023 33%
c. Mechanical Operation 3334 37%
Annual Ex Parte Reexam Filings
Fiscal Yr. No. Fiscal Yr. No. Fiscal Yr. No. FiscalYr. No.
1981 78 (3mos.) 1989 243 1997 376 2005 524
1982 187 1990 297 1998 350 2006 511
1983 186 1991 307 1999 385 2007 643
1984 189 1992 392 2000 318 2008 165
1985 230 1093 359 2001 206
1986 232 1994 379 2002 272
1987 240 1995 392 2003 392
1988 268 1996 418 2004 441
Number known to be in litigation . ... ......... ... .. ... . 2398 26%
Determifiati ons O TEGIETES 1 i s imimins o b 50e0sios s SEas 5 e AT & 8 A aaas i 8714
a. No.granted ... ... i T998 ... ... .. 92%
(1) By examiner 7885
(2) By Director (on petition) 113
by Nosdenied s Tl sssnniass 8%
(1) By examiner 681
(2) Order vacated 35

'Of the requests received in FY 2008, 23 requests have not vet been accorded a filing date, and

preprocessing of 3 requests was terminated for failure to comply with the requirements of 37 CFR 1.510, See
Clarification of Filing Date Requirements for Ex Parte and Inter Partes Reexamination Proceedings. Final Rule, 71
Fed. Reg. 44219 (August 4, 2006),
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6. Total examiner denials (includes denials reversed by Director) . .................. 79

a.
b.

Patent owner requester
Third party requester

439 55%
355 45%

7. Overall reexamination pendency (Filing date to certificate issue date)

a. Average pendency 24.0 (mos.)
b. Median pendency 18.6 (mos.)
8. Reexam certificate claim analysis: Owner 3rd Party Comm'r
Requester Requester Initiated Overall
a. All claims confirmed 23% 29% 12% 26%
b. All claims cancelled % 12% 21% 10%
c. Claims changes 70% 59% 67% 64%
9. Total ex parte reexamination certificates issued (1981 - present) ................. 6066
a. Certificates with all claims confirmed 1556 26%
b. Centificates with all claims canceled 636 10%
c. Cenificates with claims changes 3874 64%

10. Reexam claim analysis - requester is patent owner or 3rd party: or Comm’r initiated.

a.

b.

C.

Certificates - PATENT OWNER REQUESTER . ..........00c0iiiannnnnns

(1) Allclaims confirmed
(2) Allclaims canceled
(3) Claim changes

Certificates - 3rd PARTY REQUESTER . ... ...ouoiiieuviissiiavesssons s

(1) Allclaims confirmed
(2) Allclaims canceled
(3) Claim changes

Certificates - COMM'R INITIATED REEXAM . ... ... ... .. ... ..o,

(1) All claims confirmed
(2) All claims canceled
(3) Claim changes
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194 T
1821 70%
3313

946  29%
413 12%
1954 59%
146

18 12%
30 21%
98  67%

EFF.ORG



Appendix D: Inter Partes Reexamination Filing Data

UNITED STATES PATENT AND TRADEMARK QFFICE

Commissioner for Patents

United States Patent and Trademark Office
P.C. Box 1450

Alexandria, VA 22313-1450

e D . gov

Inter Partes Reexamination Filing Data - December 31, 2007

1. Total requests filed since start of inter partes reexamon 11/29/99 ... ... ... ... .. 353!
2. Number of filings by discipline
a. Chemical Operation 87  25%
b. Electrical Operation 132 37%
¢. Mechanical Operation 134 38%
3. Annual Reexam Filings
Fiscal Yr. No. Fiscal Yr. No. Fiscal ¥r. No.
2000 0 2003 21 2006 70
2001 1 2004 27 2007 126
2002 4 2005 59 2008 45YTD
4. Number known to be in Htigation...........coovieiiiiiiiiiiinnn e IBS L 52%
5 Dechsions: Om e e sbS: i L 306
2 Nosgeanted v mamrnmssnnuesnrasn TR M3 e 96%
(1) By examiner 293
(2) By Director (on petition) 0
B O BOUEENEE i R R R e 4%
{ l; By examiner 10
(2) Reexam vacated 3
6. Overall reexamination pendency (Filing date to certificate issue date)
a. Average pendency 28.5 (mos.)
b. Median pendency 28.5 (mos.)
7. Total inter partes reexamination certificates issued (1999 - present) . ... ............. 12
a. Certificates with all claims confirmed 1 8%
b. Certificates with all claims canceled 9 75%
c. Certificates with claims changes 2 1 7%

'Of the requests received in FY 2008, 13 requests have not vet been accorded a filing date, for failure to
comply with the requirements of 37 CFR 1.915. See Clarification of Filing Date Requirements for Ex Parite and
Inter Partes Reexamination Proceedings, Final Rule, 71 Fed. Reg. 44219 (August 4, 2006).

1
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Appendix E: Total Reexamination Requests, 2003-2007

Inter Partes Reexamination Requests, 2003-2007°°

ﬂm-ﬂm
Requests filed. tetal n Eal i o
Oeterminatiome on requests, tetal 20 25 57 n
Fegassts granted g =2 =4 43
By svaminar 18 bt 54 41
By petition = = = =

Ex Parte Reexamination Requests, 2003-2007%

TABLE 124: EX PARTE REEXAMINATION
(FY 2003 - FY 2007
Aty | w0 | 2 | 2 | 2 ]
Remquests ied, woral ELE] a1 a7 a1
By patant owner 138 LEg LEg 128
By third party 1e ] 150 10
Commissionar ardered 17 7
Determinations on roquests, tatal ' sl fit] 537 458
Raquests grantad
By suaminar &0 408 505 423
By petition 1 - 2 5
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