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A Brief Introduction to Reexamination

By Peter Hawkins

The reexamination laws allow any person, including the patent owner, to inform the PTO of past patents or printed publications that may anticipate claims in a patent.  Evidence of prior sale or use can not be a basis for reexamination, unless they are embodied in a printed public record.  In addition, reexamination can not be initiated to cure problems relating to enablement or to enlarge the scope of a claim. 
If a request for reexamination is accepted, the PTO reads arguments from the requester and patent owner, yet the final decision is made ex parte by the PTO.  The process is similar to the initial prosecution of a patent.  To stymie frivolous reexamination requests, 37 C.F.R. §1.20 (c) requires that the requester pay $2,520 to begin the process.  Even if the PTO denies the reexamination, they keep $830 of the fee (about 1/3​).  37 C.F.R. §1.26 (c).
In 1999, Congress enacted the American Inventors Protection Act, which for the first time allowed for an inter partes reexamination.  Now third parties can participate in the reexamination process.  Unlike ex parte examination, this procedure more closely resembles an adversarial proceeding.  It is also more expensive, as the requester must pay $8,800 to initiate the proceeding. 37 C.F.R. §1.20 (c). The PTO will still refund all but $830 of the fee if the reexamination is denied. 37 C.F.R. §1.26 (c).
While the reexamination statutes allow for the correction of a patent, they are also useful for the accused infringer.  As the following cases and statutes will show, an accused infringer can use either ex parte or (since 2000) inter partes reexamination to affect a patent owner’s lawsuit.  Since ex parte examination prohibits a third party from interacting with the PTO, it would seem that many accused infringers would opt to pursue inter partes reexamination.  The latter third of this packet will show that while inter partes reexamination seems more appealing, it does have some costly consequences…
The Ex Parte Reexamination Statutes
35 U.S.C. §§ 301-307
Enacted: 12/12/1980 (Pub. L. 96-517)

Effective: 7/1/1981
Amended: 11/2/2002 (Pub. L. 107-273)
35 U.S.C. § 301. Citation of Prior Art

Any person 
-at any time 
may cite to the Office 
-in writing 
prior art 
-consisting of patents or printed publications 
-which that person believes to have a bearing on the patentability of any claim of a particular patent … 
35 U.S.C. § 302.  Request for Reexamination

Any person 
-at any time 
may file a request for reexamination… 
of any claim of a patent 
-on the basis of any prior art… [allowed by section 301]
35 U.S.C. § 303.  Determination of issue by Director

(a) Within three months 
-following the filing of a request for

reexamination …
the Director will determine 
-whether a substantial new question of

patentability affecting any claim of the patent concerned
-is raised by the request … 
The existence of a substantial new question of

patentability is not precluded by the fact that
-a patent or printed publication was previously cited by or to the Office or considered by the Office.
***
(c) A determination by the Director … 
-that no substantial new question of

patentability has been raised 
will be final and nonappealable…
35 U.S.C. § 304.  Reexamination order by Director

If…
-the Director finds that a substantial new question of patentability 
-affecting any claim of a patent is raised, 
-the determination will include an order for reexamination of the patent for resolution of the question… 

35 U.S.C. § 305. Conduct of reexamination proceedings

… In any reexamination proceeding under this chapter, 
the patent owner 
-will be permitted to propose any amendment to his patent…
-in order to distinguish the invention as claimed from the prior art….or 
-in response to a decision adverse to the patentability of a claim of a patent.  {note that no input is allowed from the third party requester – PGH} 
No proposed amended or new claim 
-enlarging the scope of a claim of the patent 
-will be permitted…
All reexamination proceedings under this section…
-will be conducted with special dispatch within the Office.
Patlex v. Mossinghoff

758 F.2d 594 (Fed. Cir. 1985)
[Before Markey, Friedman, and Newman]
***

The issue is whether certain provisions of the patent reexamination statute and implementing regulations are in violation of: 
-the due process clause of the Fifth Amendment to the Constitution; n1

n1 The pertinent part of the Fifth Amendment provides "No person shall be . . . deprived of . . . property, without due process of law. . . ." 

-the jury trial guarantee of the Seventh Amendment; n2
n2 The Seventh Amendment provides in pertinent part, "In Suits at common law . . . the right of trial by jury shall be preserved. . . ."

-Article III which vests judicial power in the courts of the United States; or 
-the statutory mandate of Congress… 

***
I.  Background
[Parties

Appellants Patlex Corporation and Gould (Gould) 
· Owners of the ‘845 and ‘436 patents
Appellee Control Laser

· Accused infringer
Appellee Mossinghoff
· Commissioner of the PTO

· Party to lawsuit because the PTO initiated a reexamination of Patlex’s patents
The Patents
· The patents pertain to laser technology and were granted before passage of the reexamination statute
Timeline

October 11, 1977; PTO
· Issued the ‘845 Patent.
October 19, 1977; Gould 
· Filed suit in the United States District Court for the Middle District of Florida (MDF).
· Asserting that Control Laser infringed the '845 patent. 
July 17, 1979; PTO

· Issued the ‘436 Patent
July 25, 1979; Gould
· Amended complaint to include infringement of the ‘436 Patent.
December 12, 1980; Congress
· Enacted Public Law No. 96-517 adding §§ 301-307 to 35 U.S.C.  {see PGH-2,3 for the relevant statutes enacted under the public law-PGH}
September 7, 1982; Control Laser 
· Submitted to the PTO a request under 35 U.S.C. §§  301-302 for reexamination of the '845 patent
October 6, 1982; Control Laser 
· Moved the Florida court for a continuance in view of the pending reexamination request.  
October 12, 1982; MDF 
· Granted the motion, ruling that if the PTO decided to order reexamination trial would be postponed "until the decision of the Patent Office is considered final."
April 27, 1983; Federal Circuit
· Rejected Gould’s appeal of the district court’s decision.  Gould v. Control Laser Corp., 705 F.2d 1340 (Fed. Cir. 1983).
· Gould subsequently sued the Commissioner of Patents and Trademarks in the Eastern District of Pennsylvania (ED PA) seeking to enjoin the reexamination proceeding.

November 17, 1983; ED PA
· Refused to enjoin the reexamination
· Gould appealed to the Federal Circuit]
***  

II. The Issues
***

The fundamental questions are: 
-Did Gould have vested property or other interests which are protected by 
-the Fifth Amendment, 
-the Seventh Amendment, 
-or Article III, against the retrospective effect of patent reexamination? 
-If so, did the provisions of Public Law 96-517 or any of its implementing regulations effect a deprivation of protected interests?  
-If there was such a deprivation, what are its constitutional consequences?  
Gould also raises questions concerning the implementation and interpretation of the reexamination statute, and the validity of certain PTO regulations, rules, and practices.

***
[The court goes through an analysis of the fundamentals behind property rights with respect to intellectual property]
B.  The Effect of Reexamination on Gould
***
Gould asserts that he has been deprived in effect, if not in law, of the right to exclude… [for the duration of the reexamination procedures].  Gould argues that he has already had extensive PTO examination, seventeen years' worth {wow – PGH}, and that at the time his patents issued he was free of the possibility of further administrative delay in enforcing the rights that accompanied the patent grant at the time he receive[d] it…Relying on what he viewed as the bundle of rights and attributes encompassed by Title 35 as it stood in 1977 and 1979, Gould acted in accordance with the existing law.  Gould asserts that the retroactive application of Public Law 96-517 deprived him of the rights that he was actively proceeding to enforce.  Gould invokes the protection of the Constitution.

The rights and attributes that Gould asserts were affected by the retroactive force of the statute are: 
(1) the right to exclude during reexamination; 
(2) the right to a jury trial on issues being reexamined; 
(3) the right to judgment by an Article III court on those issues; 
(4) the presumption of validity during reexamination; 
(5) several years of patent life lost to reexamination; and 
(6) the right to earn economic benefits during reexamination….
In response, Control Laser and the PTO assert not only that there has been no constitutionally cognizable taking of Gould's patent rights but also, as noted ante, that no protectable property rights are involved.  Appellees also argue
-that Congress acted rationally in making the reexamination statute retroactive, emphasizing the reasonableness of this governmental regulation of 
"federally created property rights", 
and 
-that Congress merely provided 
"an additional forum for resolving the ever-present patentability issue".  
Appellees insist that Gould is not hindered from full enjoyment of his patents during reexamination.

***
III. The Fifth Amendment
The Fifth Amendment reflects a historic hostility to retroactive legislation, grounded in the common law.  Our jurisprudence dealing with retroactive civil laws has had a long evolution, in adaptation to the complexities of the nation's growth. The presumption of correctness that accompanies Congressional action is thus subject to an important restraint…that a statute will, when possible, be interpreted and applied only prospectively so as to preserve its validity.  Gould invites us to take this course, although the reexamination statute is by its express terms retrospective. 

The public interest served by a retrospective statute is a dominant consideration in modern jurisprudence… [but] the weight of authority lies heavily against retroactive legislation, and a complex and careful jurisprudence has developed surrounding retroactive civil laws.

A.  The Purposes of Reexamination
***

Congress had an important public purpose in mind when it enacted the reexamination statute….

The bill's proponents foresaw three principal benefits.  

First, the new procedure could settle validity disputes more quickly and less expensively than the often protracted litigation involved in such cases.  

Second, the procedure would allow courts to refer patent validity questions to the expertise of the Patent Office…
Third, reexamination would reinforce "investor confidence in the certainty of patent rights" by affording the PTO a broader opportunity to review "doubtful patents". 126 Cong. Rec. 29,895 (1980) (statement of Rep. Kastenmeier)…
B.  Analysis
Whether the retrospective scope of the reexamination statute may be upheld requires consideration of the nature and the magnitude of its intrusion on preexisting property values…
Early Fifth Amendment analyses of retroactive statutes concluded that although the legislature might modify the exercise of a preexisting property right, it could not abolish the right itself.  Crane v. Hahlo, 258 U.S. 142, 147 (1922)…  [I]n Penn Central Transportation Co. v. New York City, 438 U.S. 104 (1978), the Court set out a multifactor inquiry for determining the effect of a particular governmental action, including 
     "-the character of the governmental action, 
-its economic impact, 
-and its interference with reasonable investment-backed expectations"…  

An element in Fifth Amendment analysis is the extent to which a person had changed position in reliance upon the prior law.  Gould had conducted five years of pre-trial preparation in accordance with the law that was in effect when his patents were granted.  Gould asserts that his reliance on this law, commencing well before enactment of the reexamination statute, placed him in a position where enactment of the statute and the PTO's resulting reexamination worked a significant hardship.  The frustration of reasonable, investment-backed expectations is a factor to be considered in Fifth Amendment analysis, see Kaiser Aetna v. United States, 444 U.S. 164, 176 (1979); and illustrates the potential for uneven impact that exists in any public enactment.  Yet this impact was not due solely to the retrospective provision in the reexamination statute: relief was within the discretion of the Florida court, which nevertheless chose to…[take advantage of] the benefits of PTO reexamination. Other courts have exercised their discretion variously.  Toro Co. v. L.R. Nelson Corp., 223 U.S.P.Q. (BNA) 636 (C.D. Ill. 1984) (stay refused by district court); In re Yamamoto, 740 F.2d 1569, (Fed. Cir. 1984) (stay granted by district court).  Such judicial discretion is in harmony with the Congressional purpose.

In weighing the application of the Penn Central standard to Gould's property rights, we also consider that the effect, if any, of reexamination is temporary with respect to correctly granted patents. If the patents are upheld upon reexamination Gould will continue to possess the entire bundle of property rights that accompany a valid patent. Control Laser and the Commissioner remind us that Gould may recover damages from those who have infringed in the interim…
***
In serving the public purpose of the improved administration of law by the government, the reexamination statute was considered to be a significant improvement in the patent system.  We view the reexamination statute as of the class of "curative" statutes, designed to cure defects in an administrative system.  Curative statutes have received relatively favored treatment from the courts even when applied retroactively…The legislative history of the reexamination statute makes clear that its purpose is to cure defects in administrative agency action with regard to particular patents and to remedy perceived shortcomings in the system by which patents are issued.  An important factor was its intended retroactive extension to all extant patents.

We conclude, as did the district court, that the overriding public purposes Congress articulated in enacting the reexamination law with retroactive effect are entitled to great weight, and that Congress did not act in an arbitrary and irrational way to achieve its desired purposes.  We affirm the district court in upholding the validity of the retroactive statute against Gould's challenge under the Fifth Amendment.

IV. The Seventh Amendment and Article III
Gould asserts that he has been deprived of the right to have validity determined by a jury and an Article III court, both of which rights are founded in the Constitution…  

The right to a jury trial on issues of patent validity that may arise in a suit for patent infringement is protected by the Seventh Amendment. See Swofford v. B & W, Inc., 336 F.2d 406 (5th Cir. 1964), cert. denied, 379 U.S. 962 (1965). Gould's position is that, even if his patents may have been erroneously issued, the law in effect at the time of that issuance entitled him to a jury determination of that question. 

Similarly, Gould complains of the loss of his historic right to have validity determined by an Article III court.  The Court in McCormick Harvesting Machine Co. v. Aultman, 169 U.S. 606 (1898), establishing on constitutional grounds that an applicant for a reissue patent need not acquiesce in any finding of invalidity or unpatentability by the reissue examiner, affirmed that an issued patent could not be set aside other than by an Article III court. 

***

Gould directs our attention to Northern Pipeline Construction Co. v. Marathon Pipe Line Co., 458 U.S. 50 (1982), wherein the Supreme Court refused to uphold the legislative assignment to bankruptcy courts of common law disputes historically adjudicated by Article III courts. Gould observes that the outcome in Northern Pipeline shows the Court's unwillingness to allow rights that traditionally had been adjudicated in Article III courts to be shifted to Article I courts.  But other factors were relevant, particularly that the matters proposed to be committed to Article I courts involved "private rights"; the Court therefore found inapplicable authority upholding 
"the constitutionality of legislative courts and administrative agencies created by Congress to adjudicate cases involving 'public rights'". 
The Court observed that 
"a matter of public rights must at a minimum arise 'between the government and others'".  
Id. at 69-70, quoting Crowell v. Benson, 285 U.S. 22, 51 (1932). 

In contrast with the private rights at issue in Northern Pipeline, the grant of a valid patent is primarily a public concern.  Validity often is brought into question in disputes between private parties, but the threshold question usually is whether the PTO, under the authority assigned to it by Congress, properly granted the patent. At issue is a right that can only be conferred by the government.  See Crowell v. Benson, 285 U.S. at 50. Thus we find no constitutional infirmity, under the analysis suggested by Northern Pipeline, in patent reexamination by the PTO.

The holding of McCormick Harvesting may also be distinguished, in view of Congressional intent to provide a separate procedure for reexamination while preserving the reissue practice.  The purpose of reissuance of patents is to enable correction of errors made by the inventor, at the initiative of the inventor.  The reexamination statute's purpose is to correct errors made by the government {is this necessarily true? Couldn’t the patent owner have withheld prior art from the PTO?-PGH}, to remedy defective governmental (not private) action, and if need be to remove patents that should never have been granted.  We do not read McCormick Harvesting as forbidding Congress to authorize reexamination to correct governmental mistakes, even against the will of the patent owner…

***

V.  The Presumption of Validity
Pertinent to Gould's concerns about access to judge and jury for validity determination is his argument that his issued patents are cloaked in a statutory presumption of validity [35 U.S.C. § 282] that is not respected in reexamination, and therefore that he has been deprived of this right which accompanied the grant of his patents.

Although the Commissioner argued that Gould's patents retain their section 282 presumption of validity during reexamination, 35 U.S.C. § 305 requires that both unexamined patent applications and patents in reexamination be processed by identical procedures.  We share Gould's view that the PTO rules governing reexamination show scant respect for a section 282 presumption, and agree with the district court that section 282 is not applicable in reexamination proceedings.  See In re Etter, 756 F.2d 852 slip op. at 6-14 (Fed. Cir. 1985).  Nor does it meet the statutory purpose of section 282, whose origin is the presumption of administrative correctness, to apply this presumption to a procedure whose purpose is the remedy of administrative error.

Gould argues that if section 282 does not apply in reexamination, this presents grounds for vacating the reexamination of his preexisting patents. He argues that at the time his patent rights were granted judicial review was the only available method of review of patent validity, and this was accompanied by the benefits of the section 282 presumption; and therefore that the retroactive scope of the reexamination statute has deprived Gould of the benefits of section 282.

We do not consider the section 282 presumption, which represents a procedure created by statute to govern litigation, to be a property right subject to the protection of the Constitution. Even accepting Gould's argument, any adverse effect of loss of this presumption, balanced against the public purposes of the reexamination statute, would not negate the constitutional validity of this retroactive statute.

***
VII
In summary, we affirm the decision of the district court…
Ethicon v. Quigg
849 F.2d 1422 (Fed. Cir. 1988)

[Before Rich, Nies, and Mayer]
Ethicon, Inc. appeals from a grant of summary judgment by the United States District Court for the Eastern District of Virginia (ED VA), 5 USPQ2d 1138 (1987), holding that the Commissioner of Patents and Trademarks has the authority to stay a patent reexamination proceeding pending the outcome of a case in another district court involving allegations that the same patent is invalid. We reverse. 

Background 
[Timeline
March 10, 1970; PTO
· Issued the '591 patent, covering a type of surgical stapler, which was assigned to the United States Surgical Corporation (USSC).
April 1986; USSC 
· Sued Ethicon in the United States District Court for the Southern District of Ohio for infringement of the '591 patent, 
March 12, 1987; Ethicon 
· filed a request with the Patent and Trademark Office (PTO) to reexamine the validity of claims 1-5, 8, 9, and 20 of the '591 patent. 
May 21, 1987; PTO 
· granted Ethicon's reexamination request.
September 1987, USSC 
· Petitioned the PTO to stay reexamination pursuant to 37 C.F.R. § 1.565 and MPEP §  2286, "in deference to an ongoing trial being conducted" in Connecticut [different from the current litigation – filed in January, 1981]
· [MPEP § 2286  states that: 
If reexamination is ordered
the reexamination will continue 
until 
the [Patent and Trademark] Office becomes aware that a trial on the merits has begun
at which time the reexamination proceeding normally will be stayed…”]
October 2, 1987; PTO 
· Stayed the reexamination pending the decision of the Connecticut court at that time, relying on MPEP § 2286 
· Ethicon then filed this suit 
-to enjoin the Commissioner from delaying in the ED VA the reexamination and 
-for a declaratory judgment that the stay of the reexamination proceedings was "unlawful and contrary to the reexamination statute” particularly 35 U.S.C. § 305."]
***
Discussion
Consistent with its legislative function, Congress 
"may leave it to administrative officials to establish rules within the prescribed limits of the statute." 
Patlex Corp. v. Mossinghoff, 758 F.2d 594, 605 (Fed.Cir. 1985) {not in packet} (citing United States v. Grimaud, 220 U.S. 506, 517 (1911)), modified on other grounds, 771 F.2d 480 (Fed.Cir. 1985). In the patent field, Congress has done precisely that by providing that the Commissioner 
"may, subject to the approval of the Secretary of Commerce, establish regulations, not inconsistent with law, for the conduct of proceedings in the Patent and Trademark Office." 
35 U.S.C. § 6(a). In this type of situation, 
"the validity of a regulation promulgated thereunder will be sustained so long as it is 'reasonably related to the purposes of the enabling legislation.'" 
Mourning v. Family Publications Service, Inc., 411 U.S. 356, 369 (1973) (quoting Thorpe v. Housing Authority of Durham, 393 U.S. 268, 280 (1969))...The ultimate question here is whether the Commissioner's exercise of authority to stay a reexamination purportedly pursuant to section 6(a) conflicts with the laws governing reexaminations specifically. If it does, it cannot stand. 

***

"As always, the 'starting point in every case involving construction of a statute is the language itself. '" 
United States v. Hohri, 482 U.S. 64 (1987) (quoting Kelly v. Robinson, 479 U.S. 36, (1986)).  Section 302 provides that 
"any person at any time may file a request for reexamination by the [Patent and Trademark] Office of any claim of a patent. . . ." (Emphasis added.)…
35 U.S.C. § 303(a). If the Commissioner determines that there is a substantial new question of patentability, the patent will be reexamined. 35 U.S.C. § 304. Section 305 then provides: 
"All reexamination proceedings under this section, including any appeal to the Board of Patent Appeals and Interferences, will be conducted with special dispatch within the Office." (Emphasis added.) 
Read together the statutes say: Any person at any time may request reexamination and all reexamination procedures will be conducted with special dispatch. The issue for us is whether "special dispatch" contemplates that a reexamination be suspended pending the outcome of a district court case involving allegations of invalidity of the same patent. We conclude that it does not.
"Special dispatch" is not defined in the statute…According to Webster's New World Dictionary, special means distinctive, unique, exceptional, or extraordinary, and dispatch means to finish quickly or promptly. Consequently, the ordinary, contemporary, and common meaning of special dispatch envisions some type of unique, extraordinary, or accelerated movement. In fact, the PTO itself has interpreted special dispatch to require that 
"reexamination proceedings will be 'special' throughout their pendency" 
in the office, and provides for an accelerated schedule. MPEP § 2261. Whatever else special dispatch means, it does not admit of an indefinite suspension of reexamination proceedings pending conclusion of litigation. If it did, one would expect to find some intimation to that effect in the statute, for it would suggest the opposite of the ordinary meaning. But there is none.

***

[The court found nothing in the legislative history indicating that the PTO should be allowed to stay reexamination proceedings]
We are unpersuaded by the Commissioner's argument that congressional consideration of giving courts the authority to stay their proceedings pending reexamination while not mentioning stays by the PTO, is evidence that the PTO has that authority. A more plausible inference…is that Congress contemplated that PTO proceedings would not be stayed…Courts have inherent power to manage their dockets and stay proceedings, Landis v. North American Co., 299 U.S. 248, 254 (1936), including the authority to order a stay pending conclusion of a PTO reexamination. Gould v. Control Laser Corp., 705 F.2d 1340, 1342 (Fed. Cir. 1983). The Commissioner, on the other hand, has no inherent authority, only that which Congress gives. It did not give him authority to stay reexaminations; it told him to conduct them with special dispatch. Its silence about stays cannot be used to countermand that instruction.

The district court thought that one of the purposes of the legislation was to avoid duplication of efforts by the PTO and the courts.  5 USPQ2d at 1141. Nothing in the statute or legislative history supports this and the Commissioner suggests no other authority for the proposition. In the first place, the PTO's expertise does not exist elsewhere. Secondly, precise duplication of effort does not occur because the PTO and the courts employ different standards of proof when considering validity, and the courts…are not limited to review of prior art patents or printed publications, 37 C.F.R. § 1.552(a); In re Etter, 756 F.2d 852, 856 (Fed.Cir. 1985) ([e]n banc), but may also consider challenges to validity on other grounds.
Before the courts, a patent is presumed valid and the party asserting invalidity must prove the facts to establish invalidity of each claim by clear and convincing evidence.  35 U.S.C. § 282; Kaufman Co. v. Lantech, Inc., 807 F.2d 970, 974 (Fed.Cir. 1986). In a reexamination proceeding, on the other hand, there is no presumption of validity and the "focus" of the reexamination 
"returns essentially to that present in an initial examination," 
In re Etter, 756 F.2d at 857, at which a preponderance of the evidence must show nonpatentability before the PTO may reject the claims of a patent application.  In re Caveney, 761 F.2d 671, 674 (Fed.Cir. 1985)…
So, the suspension of PTO proceedings does not prevent duplication; it precludes access to the forum where there is no presumption of validity…. 
***
The Commissioner…presents four reasons why he thinks the suspension of reexamination proceedings pursuant to MPEP § 2286 is "reasonably related" to the reexamination statute. 

First, he says that it would waste PTO resources to continue a reexamination where a trial on the validity of the same patent has begun. 

Second, because a trial includes live testimony and cross-examination, the court's decision will generally be based on a more complete record. 

Third, a decision on validity from the PTO prior to decision by a court, which has decided not to stay litigation pending a PTO determination, may unnecessarily complicate the litigation. 

And fourth, staying a reexamination proceeding until a court renders its decision will avoid the awkwardness that would result if the PTO and the court were to reach different conclusions as to validity. 
None of these arguments is persuasive.
Of course, the argument that it would waste the PTO's resources to continue a reexamination during a trial essentially repeats the argument that duplication of efforts between the PTO and courts should be avoided, and is objectionable for the same reasons. This also rebuts the Commissioner's next point that a suspension is proper because a court's decision is likely to be based on a more complete record.  By extolling the virtues of district court litigation, which may also include challenges to validity which the PTO cannot consider, however, he ignores the advantages of a PTO reexamination. 
"Reexamination is . . . neutral, the patentee and the public having an equal interest in the issuance and maintenance of valid patents." 
In re Etter, 756 F.2d at 856. And it is likely to be cheaper.

The thought that a PTO decision may unnecessarily complicate the litigation…overlooks that challenging validity in a court and requesting PTO reexamination "are concepts not in conflict." Id. at 857. Suspension prevents the simplification of litigation that might result from the cancellation, clarification, or limitation of claims, and, even if the reexamination did not lead to claim amendment or cancellation, it could still provide valuable analysis to the district court, see Custom Accessories, Inc. v. Jeffrey-Allan Industries, Inc., 807 F.2d 955, 961 (Fed.Cir. 1986); Control Laser Corp., 705 F.2d at 1342, which it could consider in reaching its determination. 

The awkwardness presumed to result if the PTO and court reached different conclusions is more apparent than real. The two forums take different approaches in determining invalidity and on the same evidence could quite correctly come to different conclusions. Furthermore, we see nothing untoward about the PTO upholding the validity of a reexamined patent which the district court later finds invalid. This is essentially what occurs when a court finds a patent invalid after the PTO has granted it…Accordingly, different results between the two forums may be entirely reasonable. And, if the district court determines a patent is not invalid, the PTO should continue its reexamination because, of course, the two forums have different standards of proof for determining invalidity [cites to cases where subsequent court invalidates previously court-upheld patent].
To the extent MPEP § 2286 states that the PTO is bound by a court's decision upholding a patent's validity, it is incorrect. On the other hand, if a court finds a patent invalid, and that decision is either upheld on appeal or not appealed, the PTO may discontinue its reexamination. This is consistent with Blonder-Tongue Laboratories, Inc. v. University of Illinois Foundation, 402 U.S. 313, 28 L. Ed. 2d 788, 91 S. Ct. 1434 (1971), which 
"held that where a patent has been declared invalid in a proceeding in which the 'patentee has had a full and fair chance to litigate the validity of his patent' (402 U.S. at 333 . . .), the patentee is collaterally estopped from relitigating the validity of the patent." 
Mississippi Chemical Corp. v. Swift Agricultural Chemicals Corp., 717 F.2d 1374, 1376 (Fed.Cir. 1983), quoted in Allen Archery, 819 F.2d 1087, 1091 (Fed. Cir. 1987)…
Finally, even if the Commissioner were correct about these stated fears, there is nothing we can do for him. Congress has said in no uncertain terms that reexaminations are to be conducted with special dispatch. 
"Our individual appraisal of the wisdom or unwisdom of a particular course consciously selected by the Congress is to be put aside in the process of interpreting a statute. Once the meaning of an enactment is discerned and its constitutionality determined, the judicial process comes to an end. We do not sit as a committee of review, nor are we vested with the power of veto." 
TVA v. Hill, 437 U.S. 153, 194-95, 98 (1978). 

Conclusion
Accordingly, the judgment of the district court is reversed, and the case is remanded for further proceedings not inconsistent with this opinion.

The Inter Partes Reexamination Statutes

35 U.S.C. §§ 311-318

Enacted and Effective: 11/29/1999 (Pub. L. 106-113)

Amended: 11/2/2002 (Pub. L. 107-273)

35 U.S.C. § 311. Request for inter partes reexamination

(a)In general.—

-Any third-party requester 
-at any time 
-may file a request for inter partes reexamination… 
-on the basis of any prior art cited under the provisions of section 301 {PGH-2: 59-67}.
***
35 U.S.C. § 314. Conduct of inter partes reexamination proceedings


(a) In general. -- … 
In any inter partes reexamination… 
the patent owner shall be permitted to propose 
-any amendment to the patent 
-and a new claim or claims, 
except 
-that no proposed amended or new claim 
-enlarging the scope of the claims… 
-shall be permitted.
(b) Response.—

1) With the exception of the inter partes reexamination request, 
-any document filed by either 
-the patent owner or 
-the third-party requester 
-shall be served on the other party… 
[T]he Office shall send to the third-party requester 
-a copy of any communication sent by the Office 
-to the patent owner 
-concerning the patent subject to the inter partes reexamination proceeding.
(2) Each time that the patent owner files a response 
-to an action on the merits from the Patent and Trademark Office, 
-the third-party requester 
-shall have one opportunity to file written comments 
-addressing issues raised by the action of the Office or the patent owner's response...
35 U.S.C. § 315. Appeal
[The first two sections of this statute, amended in 2002, provide third-party requesters with the same appellate procedures available to patent owners ]
***
(c) Civil action.
A third-party requester 

-whose request for an inter partes reexamination results in an order under section 313 
is estopped from asserting at a later time, in any civil action… 
-the invalidity of any claim 
-finally determined to be valid and patentable 
-on any ground which the third-party requester raised 
-or could have raised 
-during the inter partes reexamination proceedings. 
This subsection does not prevent the assertion of invalidity based on newly discovered prior art unavailable to the third-party requester and the Patent and Trademark Office at the time of the inter partes reexamination proceedings.

35 U.S.C. § 317. Inter partes reexamination prohibited
***

(b) Final decision.
-Once a final decision has been entered against a party…
- then neither that party nor its privies may thereafter request an inter partes reexamination of any such patent claim 
-on the basis of issues which that party or its privies raised or could have raised in such civil action…
35 U.S.C. § 318.  Stay of Litigation

Once an order for inter partes reexamination of a patent has been issued under section 313, 
-the patent owner may obtain a stay of any pending litigation 
-which involves an issue of patentability 
-of any claims of the patent 
-which are the subject of the inter partes reexamination order, 
unless the court before which such litigation is pending determines that a stay would not serve the interests of justice. 

MPEP § 2611 (Pub. L. 106-113)
An inter partes reexamination can be filed for a patent issued from an original application filed on or after November 29, 1999.
37 C.F.R. § 1.955 Interviews prohibited in inter partes reexamination proceedings.

There will be no interviews in an inter partes reexamination proceeding which discuss the merits of the proceeding.
Middleton v. 3M

2004 U.S. Dist. LEXIS 16812 
(S.D. Iowa Aug. 24, 2004)

[Before James E. Gritzner, District Judge]
ORDER GRANTING DEFENDANT'S MOTION TO STAY
…Defendant brought the motion as a result of a recently granted reexamination of the patent-in-suit by the Patent and Trademark Office ("PTO") n1. 

n1 While the PTO officially granted an inter partes reexamination, counsel for Defendant noted at the hearing that this was clerical error, and the PTO is in the process of rectifying the mistake. The reexamination must necessarily be ex parte due to the age of the patent at issue [MPEP § 2611 PGH-11: 1-4]. This change has no effect on the parties' arguments or the Court's analysis of the motion to stay. 

***

PROCEDURAL HISTORY AND BACKGROUND FACTS
***

{The court goes over procedural posture and jurisdiction-PGH}

[Timeline
July 31, 1990; PTO
· Issued the patent-in-suit to Middleton
October 17, 1996; Middleton
· Sued 3M in the Northern District of Illinois (NDI)
August 29, 2003: NDI

· Transferred case to the Southern District of Iowa (SDI)

July 26, 2004; PTO
· Granted 3M’s request for an inter partes reexamination

July 30, 2004; 3M
· requested that the lawsuit in the SDI be stayed pending the outcome of the reexamination]
ANALYSIS
…3M contends [based on the pending reexamination that] 
"it is now highly likely that the PTO will either declare these claims of [the Middleton patent] invalid, or require Middleton to narrow the claims to avoid the prior art references." 
See Tap Pharm. Prods. v. Atrix Labs., Inc., 2004 U.S. Dist. LEXIS 3684, at *2 (N.D. Ill. March 4, 2004) 
("There is a significant chance that the PTO will either invalidate this patent or drastically decrease its scope."). 
3M contends the result of the reexamination could end or dramatically impact the remaining issues in this case, especially considering [that] the PTO found all 13 references cited in the reexamination patent, either alone or in combination, relevant to patentability. Therefore, 3M requests the Court stay all proceedings in this case pending the outcome of the reexamination by the PTO. Specifically, 3M argues the stay should be granted because 
-this will allow for the most efficient use of the Court's resources, 
-it will simplify the issues for trial, and
-it will not unduly prejudice Middleton.

A. Statutory Authority to Request a Stay
Middleton first argues that 3M lacks the statutory authority to request a stay. Middleton bases this assertion on an examination of the statutes governing patent reexamination. Pursuant to section 318 of the Patent Statute {see PGH-10: 100-110}…
Middleton claims this section clearly limits the rights set forth to those of the patent owner. In contrast, section 311 of the Patent Statute provides that 
"any person at anytime may file a request for inter partes reexamination . . . ." 
35 U.S.C. §  311(a) (emphasis added). When Congress uses different terms in a statute, the presumption is that those terms have different meanings. See Estate of Cowart v. Nicklos Drilling Co., 505 U.S. 469, 497 (1992). Therefore, according to Middleton, while "any person" may file an inter partes reexamination request, only "the patent owner" may seek a stay of litigation once such a request is granted.

***

This contention is easily resolved…[:] Middleton disregards the Court's inherent discretionary power to issue a stay. See Softview Computer Prods. Corp. v. Haworth, Inc., 2000 U.S. Dist. LEXIS 11274at *2 (S.D.N.Y. Aug. 10, 2000) 
(finding "there is no question that a district court in which an infringement action has been filed has the discretion to stay the infringement action pending the outcome of the reexamination proceeding") 
(citing Ethicon, Inc. v. Quigg, 849 F.2d 1422, 1426-27 (Fed. Cir. 1988)) {not included in my edit-PGH}…The Court has this discretion even though the reexamination procedure does not expressly provide for an automatic stay of parallel district court proceedings. Softview Computer Prods. Corp., 2000 U.S. Dist. LEXIS 11274, at *2 (citations omitted)…
As the courts have recognized, 
"Congress stated its approval of district courts liberally granting stays within their discretion" 
when the committee stated 
"'it is believed by the committee that stay provisions are unnecessary in that such power already resides with the Court . . . .'" 
Emhart Indus., Inc. v. Sankyo Seiki Mfg. Co., 1987 WL 6314, at *2 (quoting H.R. Rep. No. 1307 Part I, 96th Cong., 2d Sess. 4, reprinted in 1980 U.S. Code Cong. & Ad. News 6460, 6463 (emphasis added))… Accordingly, this Court finds it has the authority to issue a stay in the present matter if the circumstances weigh in favor of staying the proceedings. See Gould v. Control Laser Corp., 705 F.2d 1340, 1341-42 (Fed. Cir. 1983){does this reasoning make sense? The court has not explained that if either party can petition the court for a stay, why does 35 U.S.C. § 318 only mention patent owners? Furthermore, why are they analyzing section 318? didn’t the court say this was actually an ex parte action!}.
B. Standard for Motion to Stay
Generally, courts consider the following factors in determining whether to grant a stay:

“(1) whether a stay would unduly prejudice or present a clear tactical disadvantage to the non-moving party; 

(2) whether a stay will simplify the issues in question and trial of the case;…

(3) whether discovery is complete and whether a trial date has been set 

[and (4) judicial economy]." 

Softview Computer Prods. Corp., 2000, U.S. Dist. LEXIS 11274, at *2-3 (quoting  Xerox Corp. v. 3Com Corp., 69 F. Supp. 2d 404, 406 (W.D.N.Y. 1999) (citations omitted)) {compare these to 3M’s arguments for a stay PGH-11:68-80}. 

***

 [Weighing these factors, the court finds that a stay is warranted]
C. Filing for Reexamination

Middleton also argues that 3M's delay in filing reexamination warrants denying the motion. As noted above, 3M did not seek reexamination of the patent-in-suit until well after the commencement of the litigation. In addition, one of the references upon which 3M relied in seeking reexamination was one of its own patents. Under these circumstances, Middleton contends that it is an inevitable conclusion that 3M delayed unduly in seeking reexamination. 

***

Middleton seemingly misses the point in arguing [that] 3M's delay warrants denial of the motion to stay. More important than when the reexamination application was made was the purpose behind said application. Thus, instead of looking solely at when the application was made with regard to the pending litigation, the Court looks at whether the petition for reexamination was made with a dilatory purpose [citations omitted]. While the timing of the application is relevant in making this determination, the Court also looks to the proffered reasons for the delay…Moreover, if 
"the Court finds that the benefits of granting a stay in the present proceedings outweigh the burdens, it need not decide whether the defendant could actually have filed its request at an earlier date." 
Emhart Indus., Inc., 1987 WL 6314 at *3 (N.D. Ill. Feb. 2, 1987).

In the present action, Middleton has presented no evidence, beyond pointing out that one of the prior art references asserted by 3M was its own patent, that indicates 3M had knowledge of the prior art and could have made the request for reexamination much earlier…
***
D. Prejudice to Middleton
Pursuant to section 318 of the Patent Statute, a court is not to issue a stay if it "would not serve the interests of justice." 35 U.S.C. § 318. Middleton contends that because of the prejudice it would incur should a stay be granted, such interests would not be served. When Middleton first filed suit against 3M, the patent in suit had more than a decade of useful life remaining, whereas now it is due to expire in less than three years. If 3M's proposed stay is granted, Middleton claims that it is likely that there will be no life remaining in the patent in suit in the event this matter is revived following reexamination; however, this fact alone is not sufficient to deny the motion to stay. See Tap Pharm. Prods., 2004 U.S. Dist. LEXIS 3684 at *1 (dismissing plaintiff's argument that patent may expire thereby depriving them of any injunctive remedy because patent may still expire before trial is completed).

3M answers by stating that monetary compensation is sufficient to remedy infringement. Middleton disagrees and asserts that while it has no intention of commercializing [its] patent, it would be deprived of its right to exclude others under the patent, stating that 3M's position would be tantamount to a compulsory license for using the patented invention. The Federal Circuit has found this to be an inadequate remedy for infringement [citations omitted]. According to Middleton, because it stands to lose its ultimate remedy for patent infringement in the event 3M's proposed stay becomes a reality, Middleton will be severely prejudiced by such a stay, and this warrants denial of 3M's motion.

At present Middleton is not, however, selling or marketing products under its patent. Indeed, it has never done so and thus has no market to protect. Under similar circumstances, a district court found 
"money damages is an adequate remedy for any delay in redress" 
where the patentee was not 
"selling or actively licensing goods or services related to" 
the patent in suit. Gioello Enterprises Ltd. v. Mattel, Inc., 2001 WL 125430, at *2 (D. Del. Jan. 29, 2001)… 

***

E. Alternatively, Granting Stay Solely on Issues Before the PTO
In the alternative, if the Court issues a stay in light of the reexamination, Middleton urges that the stay be limited to those issues pending before the PTO as part of the reexamination proceedings, i.e., anticipation and obviousness. Thus, the issues of infringement, willfulness, damages, and inequitable conduct would continue before the Court under Middleton's plan. Under this proposal, any judgment would not become final until the PTO has ruled on the reexamination and the parties' appeal rights have been exhausted [unless the Court makes the judgment final, which entitles the parties to appeal the judgment immediately].

As concerns the issue of validity, 3M's request was for a reexamination proceeding pursuant to Chapter 30 of the Patent Statute. Pursuant to section 315 of the Patent Statute {which is in Chapter 30, see PGH-10: 60-83}. [I]n the event [that] the PTO finds the subject claims patentable, 3M would be estopped from returning to court to re-argue validity of those claims {this is pure dicta seeing as this case involves an ex parte examination – see PGH-11: 24-31} Therefore, Middleton contends that staying only those issues before the PTO would be a practical solution that would provide Middleton with more timely relief on the remaining issues.

The PTO's reexamination could, however, affect more than just the validity issues before the Court. Indeed, a PTO decision that the '514 Patent is invalid could render moot the issues of validity and infringement…
“In addition, if a final decision of unpatentability means the patent was void ab initio, then damages would also be precluded." 
Standard Havens Prods. v. Gencor Indus., 996 F.2d 1236 (Fed. Cir. 1993). [Furthermore] [t]he issues of inequitable conduct and willfulness may not be…[affected] by the PTO's determination, see Enprotech Corp., 1990 U.S. Dist. LEXIS 29261990 at *1 (finding reexamination would not affect the inequitable conduct claim at issue), though to only proceed on these two issues would not serve the interests of justice. Therefore, the Court finds it would not be appropriate to stay only a portion of the pending issues.

CONCLUSION
For the foregoing reasons, the Court hereby grants Defendant's Motion to Stay the Proceedings Pending Reexamination of U.S. Patent No. 4,944,514 by the Patent and Trademark Office (Clerk's No. 170). The Court finds a high likelihood that results of the PTO's reexamination would have a dramatic effect on the issues before the Court, up to and including dismissal of the entire action if the patent claims are found to be unpatentable. In any event, the Court will benefit from the PTO's expertise and determination on reexamination, and Middleton will not be unduly prejudiced by the stay. Thus, under the unique circumstances of this case the Court finds the benefits of issuing the stay outweigh the arguments made by Middleton in resistance to the motion.
Inter Partes Patent Reexamination

10 Fordham Intell. Prop. Media & Ent. L.J. 481 (2000)
Mark D. Janis

{Professor of Law, University of Iowa }

***
III. Inter Partes Reexamination on the Merits
 The limitations on the third-party requester's participation in reexamination during reexamination on the merits formed the basis for most calls to reform of the reexamination system. The inter partes reexamination proceeding does, of course, include a new provision that allows greater third-party participation, specifying that 
"each time that the patent owner files a response to an action on the merits from the [PTO], the third-party requester shall have one opportunity to file written comments addressing the issues raised by the action of the Office or the patent owner's response thereto."  
{see PGH-10: 45-54; compare with PGH-3: 4-20} However, unless the PTO formulates carefully crafted regulations for dealing with inter partes proceedings, it seems doubtful that a productive adversarial proceeding will result.

There are several reasons for voicing such skepticism. First, past practice has been to have examiners carry out reexaminations. It is both unfair and unrealistic to expect examiners who are untrained in adversarial proceedings and lacking the authority of the bench to manage a full-blown adversarial proceeding.

Second, the PTO has not apparently thought carefully about the conduct of examiner interviews in an inter partes reexamination proceeding. Although it is not clear from the face of the new statute whether a third-party requester has a right to participate in an examiner interview, PTO regulations promulgated in anticipation of passage of a previous version of reexamination reform legislation would have allowed a third-party requester to "participate" in interviews {this no longer seems to be true, PGH-11: 9-11}…
Third, it is not clear what limitations inhere in the right to "comment" in response to issues raised in the patent owner's response. Presumably the third-party requester will be entitled to submit expert affidavits (although there will undoubtedly be disputes over whether such evidence is really in the nature of a "comment" on the "issues raised" as contrasted with evidence raising new issues). Will the requester be entitled to submit [additional] newly-discovered prior art? Since this seems such a likely possibility, the PTO should formulate regulations that speak to the matter.

Finally, the inter partes reexamination inexplicably falls short in one crucial aspect of enhancing third-party participation: the third-party's opportunity to obtain judicial review of unfavorable reexamination determinations. Prior versions of the reform legislation envisioned essentially full opportunity for third parties to seek court review and to participate in patent owner appeals. The new inter partes provisions actually passed by Congress fail to give the third-party requester the opportunity to appeal beyond the Board of Patent Appeals and Interferences, and likewise fail to give the third-party requester the opportunity to participate as a party to a patent owner's appeal beyond the Board of Patent Appeals and Interferences {again, this problem has been corrected see PGH-10:60-62} 

Perhaps the rationale is that third-party requesters could use court appeals as a delaying tactic, but whatever the rationale, it seems quite likely that potential third-party requesters will find this limitation intolerable. Combined with the severe restrictions on the substantive scope of reexamination and the draconian estoppel provisions, the price to a third-party initiating an inter partes reexamination will be far too dear in most cases. The restriction on appeal rights is a major lapse in judgment and could profoundly undercut the efficacy of the reexamination system.

IV. The Back End of Inter Partes Reexamination: Reexamination and Concurrent or Subsequent Litigation

Relatively early in the reexamination reform process, there seemed to develop a strong consensus for employing estoppel concepts as the quid pro quo for a third-party's enhanced opportunities to participate in reexamination. Generally, the estoppel was designed to prevent patent challengers from 
(1) re-litigating a validity issue in court following an unsuccessful effort to invalidate through reexamination, or 
(2) the reverse, requesting reexamination following an unsuccessful effort to invalidate in court. 
Estoppel rules along these basic lines appear in the new legislation. In addition, however, Congress has included an over broad estoppel provision of dubious enforceability and even more questionable wisdom {see PGH-10: 65-96}.

The estoppel provisions make clear that Congress has exacted a very high price for participation in an inter partes reexamination. Even without the other disincentives to reexamination (limitations on substantive scope, appeal restrictions), the estoppel provisions alone may convince many patent owners to avoid inter partes reexamination.

A first major estoppel provision of note precludes a third-party requester in an inter partes reexamination from later asserting in a civil patent action "the invalidity of any claim finally determined to be valid and patentable" in the reexamination {PGH-10: 65-83}. Estoppel would be triggered whenever a third-party's request results in an order for inter partes reexamination. This is a substantial change from previous proposals, under which estoppel would have arisen only if the third-party requester had filed a notice of appeal to the court or participated in a patent owner's appeal. In practical effect, it will of course force potential third-party requesters to decide in advance of filing a request whether they are willing to live irrevocably with the patentability determinations that might result from a reexamination. To be sure, this prevents third parties from engaging in inter partes reexamination up to the point of appeal as a sort of advance trial run on validity issues. But is there real disadvantage in allowing a "trial run"? Indeed, if the point of reexamination is to divert validity disputes to administrative proceedings, wouldn't that point be more admirably served by a mechanism that encouraged third parties to test out validity theories, on the proposition that this might at least narrow the issues left for later trial, or encourage settlement, or at least instruct the trial judge?

***

The inter partes legislation also contains a mirror image of the 315(c) {PGH-10: 65-83} estoppel provision. Section 317(b) {PGH-10: 88-96} provides that after a final judgment of no invalidity is entered in a patent lawsuit, the patent challenger is estopped from requesting inter partes reexamination of the patent claims at issue in the lawsuit on any grounds that the challenger raised or could have raised in the lawsuit. 

A second major estoppel provision raises even thornier problems. Section 4607 of…[Pub. L. 106-113] provides that "Any party" who requests inter partes reexamination will be estopped from later challenging, in any civil action, "any fact determined during the process of such reexamination...." {compare with PGH-10: 71-73, which refers to “any claim”- it appears that the force of this section was muted when the statute was enacted – PGH}}. This veritable blunderbuss of an estoppel provision is both bad policy and bad law, and deserves swiftly to be escorted out of the statute. 

***
Yet another estoppel provision concerns the practice of filing serial reexamination proceedings. Section 317(b) {see PGH-10: 88-96} provides that if a third-party requester loses an inter partes reexamination (meaning that "a final decision in an inter partes reexamination proceeding instituted by a third-party requester is favorable to the patentability of any original or proposed amended or new claim of the patent"), the requester is estopped from thereafter requesting another inter partes reexamination on the previously reexamined claims on issues that were raised or could have been raised in the previous reexamination.

In…other respects concerning the impact of reexamination on concurrent infringement litigation, the inter partes legislation appears to leave unchanged the rules and practices that have developed for ex parte reexamination. First, the new legislation surely leaves intact the rule that statements appearing in the prosecution history of an inter partes reexamination can be used in subsequent litigation for claim construction and potentially as a source of prosecution history estoppel. 

Second, the inter partes reexamination provisions retain the rule that substantive claim amendments during reexamination operate to cut off any infringement damages accruing prior to the issuance of the reexamination certificate.  This, at least, preserves one of the few genuine incentives for a third-party to have validity adjudicated in reexamination rather than in litigation.

***

Conclusion

 To put it pointedly, inter partes reexamination is a dog. 
-Its substantive scope is too narrow, 
-its procedural assurances of meaningful third-party participation are questionable, 
-its appeal provisions are too limited, and 
-its estoppel provisions are excessive. 
It is the conclusion of a well-intentioned, but conceptually incongruous legislative exercise: Congress began with a statute that was designed to enable the PTO to correct a limited range of its errors, and attempted to transform it into an administrative revocation scheme that could serve as an alternative to litigation, without making fundamental alterations. What resulted is a proceeding that is likely to confuse and annoy its participants, few though they may be.
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