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- 8. 1679. A bill to amend the patent
laws, title 35 of the United States Code;
to the Committee on the Judiciary.
PATENT LAW AMENDMENTS OF 1879

& Mr. BAYH. Mr, President, today I am
‘introducing a bill entitled the “Patent
Law Amendments Act of 1979.” This leg-
islation is designed %o cut through the
delays and legal expenses that many
patent holders encounter when scme-
one challenges the validity of a patent

in court on the basis that an incomplete

search of the patent files was made be-
for the pateént was issued. -

The problem is this: Bezause of un-
derfunding of the Patent and Trade~
mark Office, an estimated 2 percent to
28 percent of the search files are missing
in every patent. subclass. This means
that many times when patent, examiners
are searching -these files seeking prior
patents and relevant materials in order
to determine whether or not to grant &
requested patent, some of the materials
that are needed to make this decision
might be missing, The result has been
that there is a great deal of uncertainty
over the validity of issued U.S. patents
among many in the business community.
Such uncertainty.is a direct contributor

to our lagging rates of innovation and
productivity. Countries such- as Japan
and West Germany are renowned for the
strength of their patent systems, which
encourage inventors to pursue new ideas
and processes without continuing doubt
about the werth of their patents.

~'It has been estimated by patent ex=
perts that it frequently costs both parties
in civil patent challenges more .than
$250,000 apiece to pursue these questions
through the court system. The Subcom-~
mittee on Fatent and Information Policy,
which is a part of the President's in-

novation and productivity study, said-

that the question of reexamination of is-
sued patents should be handled by the
Patent and Trademark Office rather
than through the courts. About 50 per-
cent of these challenged patents are now
being found to be invalid in court when
evidence is presented that not-all of the
relevant material was considered by the
patent examiner before issuance of the

. patent. Buéinesses are understandably

reluctant to invest millions of dollars In
developing and marketing new products
when there is & 50-percent chance that
their patent might be no good. I am con-

cerned tumt the threat of long: court

challenges is especially serious to small
'l:iusinesges. which simply does not have
the resources to defend their patents in
these cases. ‘A's type of threat hengs
ke a sword over important small busi~
ness patents and has been used to induce
these companies to aillow rivals to
infringe on important patents rather
than undertake the expense and delay
of court actions: :

The bill that I am Introducing today
would allow the Patent and Trademark
Offlce to reexamine these challenged
patents and to consider the evidence that
not all of the relevant materials were
considered prior to patent issuance. Be-
cause this can be a very technical gues-
tion and because the patent examiners

‘gre the best trained people to decide these

guestions, both parties would save con-
siderable amounts of money in court
costs dnd would receive a much quicker
determination of the patent's valldity
than is now possible, This bill would also
reduce part of the encrmous case load
from our Federal court system. '
Under this legislation, whenever any-

one wanted to challenge an issued pdatent

they would file 8 request with the Patent
and Trademark Office along with a mod-
est fee and the evidence that is relevant
-to the patent challenge. The patent hold-
er would be informed of the challenge
and would receive a copy of any cited
material being used to question his pat-
ent. Within 90 days of receipt of this re-
quess, the Commissicner of Patents
would issue His decision. If the Commis-
sioner determined that the challenge was
invalid, the patent weould be upheld and
this deciston could not be appealed. If
the patent was found to be too broad, the
patent holder would have the opportu-
nity of narrowing the patent claim. The

Commissioner could also invalidate the .

issued patent. Such an action would be

" subject to appeal by the patent holder,. .

The Patent Law Amendments Act
would also give the courts the option of

sending patent challenges that are al- .
ready pending back to the Patent Office -
for reexamination, although it would not..
require that such action be taken. The -
courts would stilt have the option of ac--
cepting patent validity cases if they -
chose to do so, but this bill would give |
an inexpensive alternative to costly legal .
actions. : o o
I would like to point out to my -col-
leagues that our patent system which:-
was once the envy of the world Is no
longer the most efficient patent system. I
think that part of the responsibility for
this sad situation lies with the Congress
which has neglected the patent system
for too long. This bill will go a long way .
toward restoring confidence in our pat- .
ent system and will alse remove the pos-
sibility that patent holders will be sub--

.Jected to long, expensive-law: suits to -

determine the validity of issued patents.
“This bill would instire that both par-

ties to patent challenges would get speedy

Justice at a reasonable price. I urge my .

colleagues to join me in support of this.

important bill. There has been a great

deal of concern in the Congress about the

drop-in our productivity and innovation

rates;’ this bill is an opportunity for the’

Congress to directly address. a very real’

part of this problem. -
.1 ask unanimous consent that the text

of the bill be printed in-the REeccrb,
along with a copy of the recommendation
of the Advisory Subcommittee on Patent’
and Information Policy of the Advisory'
Committee on Industrial Innovation,
There being no objection, the bill and
report were ordered to he printed in the
REecorp, as follows: ) ’ ’
o S.1679 . :
Be 3t enacted by the Senate and House of -
Representetives. of the United Stafes of .
Americea in Congress assembled, That -this’ .

Act may be cited as the “Patent Law Amend- -
ments of 1979". R
See. 2. Title 35 of the United States Code,
entitled "Patents”. is amended by adding.
the following chapter: “Chapter 30.~PRIOR-
ART CITATIONS TO PATENT OFFICE AND

REEXAMINATION OF PATENTS



“§ 301. Rules established by Commissioneér
- of Patents . :

“The Commissioner shall establish rules

and reguiations for the citatlon to the Office
“of prior art patents or publications, per-

tinent to the validity of patents, and for the

reexamination of patents In the ilghi of

BUCh prior art. -

*§ 302. Cltation of art s
“Any person may, at any {ime within the

pertod of enforceability of & patent, cite 1o

the Office prior patents or publications which

may have a bearing on the patentability of

any clalm of the patent, provided that the

person ctting such prior art identifies In
writing the part(s) of the same considered
pertinent and the manner of applyving the
same to at least one claira of the patent. The
writing identifying and applylng the same
shall become a part of the officlal file of
the patent. The ldentity of the person cit-
Ing the prior art will be excluded from such
file upon his request to remsin anonymous.

“¢ 303, Request for examination

“Any person may, at any time within the
period of enforceablility of & patent, request

reexamination of the patent as to the pa- -

tentability of any claim thereof in the light
of any prior art clted under the provisions
of sectlon 302 of this chapter, by filing In

the Office a written request for such -re- .

examination accompanied by & reexamina-
tion fee prescribed according 1o this title
and by n statement of the relation of such
prior art to the patentabiilty of the claim

or claims involved, Unless the requesting -

person is the patentee, the Cominissioner

shall promptly send & €opy of such reguest.’

and statement to the owner of the patent.
appearing from the reccrds of the Ofice at
the time of the filing of the reguest.
“§ 304. Determination of issue by Commis-
sloner of Patents

*(a) Within ninety days followlng the
filing of & request for réexamination uhder
section 303 of this chapter, the Comimlis-
sloner shall make a determination as to
whether a substantial new guestion of pat-
entability affectitig any claim of the patent
concerned, unot previously considered In
examlnation or reexaminatlon of such claim,
is ralsed by the consideration, with or with-

out any other prior art, of the prior art which”

has been cited in relation to the patent ac-

cording to section 302 of this chapter. The~

Commissioner on hils own initiative may
make such a determination at any time.
“(b) A recor® of the Commissfoner's de-
termination under parsgraph (a) of this sec-
tion shali be made in the file of the patent,

and a copy of it sent promptly to the owner

of the patent, o
*(c) A determinatlon by the Commissioner

pursuant to paragraph (a8) of this section

that such a new guestion of patentability 18
hot so raised shall be final and nonap-
Ppealable.
“§ 305. Reexamination crdered by Comnis-
sioner of Patents .-
“If, in & determination made pursuant to.
paragraph (a) of section 304, the Commls-
sloner finds that & substantial new question
of patentability affecting a claim or claims of
the patent {s ralsed by conglderation of the
parents and publicatiors that have heen
cited in relation to the patent according to
sectlon 302 of this chaprer, he shali order a
reexamination of the patent for the resolu-
tion of the question, and shall proceed to
resolve it as though the claim or ciaims

involved werd present in a pending applica-~"

tion. The patent owner shall be given a rea-
sonable period, not less than two months,
after the fillng of tle reexamination order
within which he may file a statement on
such question for conslderation in the
reexamination., The patentee shall serve &
copy of such statement on any person who

hag requested examination according to sec-
tlon, 303 of this chapter snd such person
shall have the ‘right, within a period of two
months from such service, to submit a reply
to the patentee statement, Any reexaming.
tion proceeding under this seciton shall be
conducted with special dlspatckr within the
Office.

5 308. Response or amendment by patent

owner .
“The patent owner shall be provided an

' opportunity In any reexamination proceed-

ing under this chapter to amend any claim

of his patent In order {o dist!nguish the .

claim from prior art cited according to sec-
tlon 302 of this chapter, or iu response to
a decislon adverse to the patentability of
the claim, but no amendment enlarging the
scope of & claim shall be permlitted in a re-
exaraination proceeding under this chapter,.
“§ 307. Appeals

“The owner of & patent lnvolved in a re-
examination proceeding under this chapter
may appeal from & final decision in such
proceeding adverse to the paientabllity of
any claim, or amendeéd clalm, of the patent.
“§308. Certifieate of patentabllity; unpat-

entabllity and ctalm cancellation

“When In a reexamination proceeding
under this chapter the time for appeal has
expired or any appeal proceeding has ter-

minated, the Commissioner shall Issue and’

publish & certificate cancelling any claim of
the patent finally determined in such pro-
ceeding or on appeal therein to be unpat-
entable, confirming any claim of the paterit
50 determined to be patentable, ang incorpo-
rating In the patent any amended claim
thereof so determined to be patentable.

“§ 309. Reliance on art in court

“No patent or (printed)publication may be
relied upon as evidente of nonpatentability
in & civil action involving an issue of valicdity
or mfringement of a patent unless (g) the
patent or publication was cited by or to the
Oftice during prosecution of the application
for the patent or was submitted for consid-
eration by the Office in accordance with sec-
‘tlons 302 and 303 of this chapter snd was
agtually considered in accordance with sec-

on 304, or (b) the Court, upon motion, con-
cludes such submission end reconsideration
10 be unnecessary for its adjudication of the
issue of walidity or infringenient. The
limitation’ provided by this section shall ap-
ply in any civil action in which a pleading
presents a claim for Infringement or for
adjudication of the wvalidity of a patent,
upon the basls of the contents of the patent
file as 1t existed on the date of the filing
of such pleading, excepting that a .party
may rely upot a patent or publication cited
later. and upon the final determination had
on a request for reexamination In the Hght
of such patent or publication, if such patent
or publication was cited and such request
was filed in the Office within the perlod of &

stay ordered by the court in accordance with
sectlon 810 of this chapter.

“§310. S8tay of court proceedings to permit

) Office review .
(s} Any party to a civil action against
whom & pleadlng presents a claim for in-
fringement or for adjudication of the validity
of a patent shall have the right, by motion
brought before any responsive plesding, to
secure & stay of all proceedings in the action
by order of the court for a perlod, not less
than four months, sufficient to enable such
party to search for and cite patents or pub-

.lications considered pertinent to the patent

and to request reexamination of the patent
in view of such prior art according to sections
302 and 303 of this chapter. 1f such party
files & request for such reexamination in the .

-Office and serves and files g copy of it fn the

action within the period of the stay pro-
vided by such arder, the siay shall be ex-

tendeq py turther order of the court until
at least twenty deys after the flnal deters
mination of the réguest for reexamination,
“(b) The court, on motion and upon sich
teTms ag are just, may at any time stay the
préeaedings in a civil gotlon in whichk b
velldily of & patent 18 in issue for » pertod
sufficlent to ansbie the moving pexty to cite
to the Office newly dlstovered additions)
prior art in the naturs of patents or {print-
ed) publicatlons and to secure finsl deter-
mination of & request for reesamination of
the patent in the light of such sdditions}
pricr art, provided the court Ands thet such
esdditionsl prior art, in fact, constitutes

genee could ot have beeh ¢igeorersd In time
to be cited to and considerss &y ths Ofics
witkin the period of 8 stay of 8ush prosesd.
ings thai was or could havs been secured
according to subsection (a) of thls section.
“§ 311. Diemissal of complaint

“The party or partles whose complalng
commencing a ¢lvil action pressnts & claim
for infringement or for adjudicetion of the
validity of & patent shall have the right, by
notlee served upon the other party or parties
and filed in the action at any time wichin
the period of 8 stay ardered by the eourt pur.
suant to section 810 of this chepser, o dis-
miss such complaint without prejudice and
without costs to any pasty.”, ) o

Daarr REPOET 0N PATENT FoLicy

(A draft report of the Advisory Subcommit.
tee on Patent and Information Polley of the -
Advisory Committes on Industria]l Innovae
tion cstablished as part of the Domentt
Policy Review, Deo. 20, 1973) Iy

(Notice: This vepert represents the views
of the Bubcommittes on Fatent and Informa.
tion Policy of the Advisory Committee on
Indusirial Innovation, an advisory commite
tee convened by and Teporting tc the Setre.
tary of Commerce. The views of the Sub-
committee do not necessarfly represent thoge
of the Depariment of Commerce or aiy other
agency of the Federal Government.} L
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FROPOBAL I--FROVIDE FOR RYEXAMINATION OF

PATENTS

One of the fundamental problems of the
existing patent system is that pertinent prior
art is very often found sfter the patent has
fssued and has becoane commerciaily im-
portant. At this point in time, additional
prior art, not considered by the PTQ, is often
found which creates uncertainty concerning
the enforceability of the patent. Such uncer~
tainty often deters the patent owner of I-
censee from commercislizing the tovention.
Such uncertainty can alsodeter commercial-
ization by an intorested pariy whe cannot
guickly and cheaply sssess the value of the
patent. Litigation i3 slow and very expén-
slve. Buch uncertainty coupled with such
expanse cau be utilised by infringers to avold
respecting the patent property, especlally
those owned by independent inventors and

_ small businesses, which in turn reduced the

value of patents ag an Incentive to innovate.
Therefore, & heed exists for a fast, inexpen-
slve method for increasing the certainty as to
the enforceability and scope of & patent,

Accordingly, the subcommittee proposes
that the PTO inttiate a system for the reex-
amination of U8 patents by any party re-
guesting such reexamination during the lfe
of the patent. The reexamination system
shonld provide for submission of written
arguments by the patentee and other in-
terested persons concerning patentabllity
over prior patents or printed publications.
Such reexamination should be handled on an
expedited basls by the PTO so that & prompt
decision can be rendered. If the clalms are
held to be patentable over the cited art, the
presumption of validity of the patent !s en-
hanced and patentees and Interested parties
would have & clearer idea about the strength
of the patent, without resorting to litigation.
In some instances, the réexamination proce-
dure should help avoid ltigation costs.

If the patent claims were held to be invalid
over the cited art, the patentee would have
the right to amend his claims and to define
his invention more accurately or assert his
position to the Board of Appeals and, on ap-
peal, to the Court of Customs and Patent
Appeals or the U.8. District Court for the
Bistrict of Columbia. : )

This reexamination system would be avafl.
able whether or not the patent to be reex-
amined was aiready involved in litigation. In
such case, however, 1t would be solely within
the court's discretion as to whether the 11t
gation should be stayed pending the reexame
ination, s0 as to avald undue delays in
obtaining a final court adjudication.

The importance of having prior art re-
lied upon to invalldate a patent reviewed
in the first instance by the PTO, wheh ob-
tainable without delay of infringement it
gation, cannot be too highly emphasized.
Indeed, reliable siatistics suggest that 8
significantly higher percentage of lilgated

patents are held Invalld where prior art
relied on in court wae not previously con-
siderad by the PTO than was the case whers
the prior art had been 30 considered.!

The subcommitiee recommends enact-
ment of suitable legialation? to fully im=
plement the reexamination eystem: in the
interim, the aubcommittee encourages the
Commissioner to use his rule-making aue-
thority to institute reexamination to the
fullest extent possible.

The net effect of this subcommittee’s pro-
posal for reexamination-would be to provide
a s!mple, inexpensive method of greatly im-
proving the quality and reliability of those
U.B. patents which have demonstrated com-
mercial value and to avold expensive and
wasteful procedures with respect to nons
commercial developments. It would miso
provide a system whereby competitors of
the patentee can request & more accurate
definition of the invention (clalms) as
guidance in thelr efforts to legitimately
comnpete with the patentee’®

FOOTNOTES

1 See Koenlg, “Patent Invalldity—A Statls.
tical and Substantive Anslysis® {Clark
Boardman Co., Ltd. 1876,

*Such as H.R. 14632, 94th Congress, Janu-
ary 30, 19768, as modified by Resolutions Two
and Three of the August, 1877 annuanl meet-
ing of the Patent, Trademark And Cop¥y-
right Law Section of the American Bar As.
soclation, the effect of which i5 to (1) give
the courts discretlon to stay lHtigation for
detarmination of the issue by the PTO, and
{2} provide third parties who have initiated
& reexamination proceeding to have an op-
portunity to submit a written response to
the atatements filled by the patentee.

*Bee Appendix H.p




