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In the United States, unlike many other countries, there are no specialized first instance courts for trial of patent disputes and only limited procedures for nullification of patents by the Patent Office. This article discusses proposals now under consideration in the U.S. Congress that may expand the opportunity for nullification of patents by the Patent Office, and may lead to changes of  the courts and judges responsible for patent litigation. 

It appears likely that a new law will be adopted in 2006 that includes some form of patent opposition in the Patent Office and some limitation on the District Courts where particular defendants may be required to defend a patent case. In 2006, Congress also will be considering an experiment in specialized courts for patent litigation. 
1.
Proposed Patent Office Opposition Proceedings

United States patents are granted by the Patent Office following examination without any opportunity for opposition by third parties, either before or after the patent is granted. Issues of patent invalidity are normally raised as defenses to patent infringement actions in the U.S. federal courts or in actions for a declaratory judgment of invalidity.


Since 1980, “ex parte “reexamination” by the Patent Office has been permitted, pursuant to 35 U.S.C. §§ 302-307. Either the patent owner or a third party can request reexamination, based on prior art. If there is a substantial new issue of patentability, the patent will be reexamined in a way very similar to the examination of a patent application. After the initial reexamination request, however, a third party requester cannot participate in the reexamination. Also, the third party requester has no right of appeal. 

The ex parte reexamination procedure has not been considered very satisfactory and is rarely recommended by U.S. patent attorneys. For example, only 524 requests for such reexamination were filed in the year ending September 30, 2004. 

In 2002, the U.S. patent law was amended by adding 35 U.S.C. §§ 311-318. Those sections permit “inter partes reexamination,” meaning that the third party requester and the patent owner can participate in the reexamination and in any appeal. But this procedure was crippled by a provision that prevents the third party requester from defending a patent infringement litigation on grounds of invalidity with the same prior art or other prior art that it could have cited in the inter partes reexamination. As a result, a total of only 112 requests for inter partes reexamination have been filed through September 30, 2004. 

Starting in early 2003 , several U.S. IP organizations began considering proposals for amending the U.S. Patent Law to incorporate “best practices.” One proposal was for an opposition procedure. During 2005, these proposals and others have been under consideration by the U.S. Congress, and in particular by the Subcommittee on Courts, the Internet and Intellectual Property of the House of Representatives Committee on the Judiciary, under the leadership of its chairman, Representative Lamar Smith. In April, 2005, Mr. Smith circulated a “committee print” of a bill (draft law) for discussion purposes and a bill identified as H.R. 2795 was formally introduced in June, 2005. In July, 2005, Chairman Smith circulated a draft substitute version of H.R. 2795 for consideration by the subcommittee and interested parties. In September, 2005, a group of 35 companies, called the Coalition for Patent Reform, circulated a document called the “Coalition Print” or the “redline” version, which is an edited version of Chairman Smith’s July, 2005 draft substitute version. The Subcommittee has held hearings on the various versions of that bill, and there been extensive communication between the Subcommittee and several associations in an effort to develop practical amendments to the Patent Law. 

The original versions of H.R. 2795 would have permitted an opposition to be filed (1) in a period of nine months after the patent grant, (2) during a “window” of six months after receiving notice from the patent holder al1eging infringement, or (3) at any time during the life of the patent, if the patent owner consents. However, the July, 2005 draft substitute version and Coalition Print eliminated the “window.” 

The opposition provisions of H.R. 2795 include an estoppel provision that would in most cases bar the opposer from later asserting that “any claim of that patent addressed in the opposition proceeding is invalid on the basis of any issue of fact or law actually decided by the [opposition] panel and necessary to the determination of that issue.”

2.
Proposals Regarding the Courts

2.1
Background

There are 94 United States District Courts. They have subject matter jurisdiction over most disputes under federal law, including patent litigation. Each District Court has one or more U.S. District Judges, who are appointed to serve in that district for life, subject to good behavior.  There were 679 authorized positions for District Judges on September 30, 2004, which was the end of the U.S. government’s “Fiscal Year” (“FY 2004”). The average number of pending cases of all types was 414 per judge. The burden on the regular district judges is relieved to a degree by 291 senior district judges who work sufficiently regularly to be provided with a staff. Cases in each district usually are assigned to the judges randomly.


In FY 2004, a total of 3,075 new patent cases were filed in the District Courts, up 9.3% over the previous year. 2,744 patent cases were completed by the District Courts in FY 2004. 824 (30%) of those cases ended without any court action. 1,453 (53%) were terminated by court action before the final pretrial conference. 369 (13.4%) were terminated by court action during the pretrial conference or thereafter, before trial. Only 98 (3.6%) cases were terminated by trial. 

In 2004, the average judge received 4-5 new patent cases each year, around 1% of the judge’s caseload. Because the number of patent cases reaching trial each year has been relatively steady at around 100 for many years, on average each district judge has one patent trial every seven years. Many people who have studied this situation believe that the district judges have too little exposure to patent litigation to develop the skills necessary for efficient conduct of such litigation.
2.2
The Law Concerning Selection of a District Court


The plaintiff chooses  the District Court when it files an action, subject to laws of personal jurisdiction and venue. 28 U.S.C. §§ 1338(a), 1391 & 1400(b). When the defendants are companies, the plaintiff often can choose from a wide number of possible districts for a patent litigation. 

The original principles of personal jurisdiction were based on the idea that a court could send an officer to find the defendant within the district and bring him to the court. Now, however, personal jurisdiction usually extends to include persons and companies that have contacts with the district, subject to some fundamental principles of fairness under the U.S. Constitution. 


U.S. law specifies the proper venue (place) for various types of litigation and permits transfer to another district when the district chosen by the plaintiff is incorrect or inconvenient. 

For many years, the venue in patent infringement cases against U.S. companies, including U.S. subsidiaries of foreign companies, was more limited than in many other types of business litigation. It was  limited to either (1) “the judicial district where the defendants resides,” or the district where the defendant both “has committed acts of infringement and has a regular and established place of business.”  28 U.S.C. § 1400(b). Unfortunately for foreign persons and companies, there is no such venue restriction if there is personal jurisdiction in the district chosen by the plaintiff. “An alien can be sued in any district.” 28 U.S.C. § 1391(d).   As a practical matter,  that was not a significant problem, because foreign companies usually were sued in a district where there also was venue with respect to its U.S. subsidiary or distributor.


In 1988, however, apparently without any consideration of the effect on the special patent venue law, the definition of where a corporation (limited company) “resides” was enlarged to include any judicial district in which it is subject to personal jurisdiction. 28 U.S.C. § 1391(c).
  As a result, there was a significant increase in the number of patent infringement cases filed in districts that defendants considered inconvenient. Yet, in accordance with judicial precedent, the courts have given considerable weight to the plaintiff’s choice of venue and have been reluctant to transfer cases to other districts for the convenience of defendants. 
2.3
The Venue Proposals

The July, 2005 version of H.R. 2795 proposed a change that would limit the venue for patent litigation against U.S. persons or companies. In particular, “a defendant that is a corporation shall be deemed to reside in the judicial district in which the corporation has its principal place of business” for purposes of venue in patent infringement cases under 28 U.S.C. § 1400(b).  That proposal would not limit the venue for foreign companies; however, it might be helpful for them, because plaintiffs are more likely to sue a foreign company in a district where its U.S. subsidiary or distributor can also be sued.

In the more recent Coalition Print, the current venue laws applicable to patent cases would be unchanged, but it would be easier to transfer a case if the plaintiff chooses an inconvenient venue. In particular, the Coalition Print proposes to amend the Patent Law, 35 U.S.C. § 281, to provide:

 (c) A court shall grant a motion to transfer an action under [section 281] subsection (a) to a judicial district or division in which the action could have been brought and that is a more appropriate forum for the action, which includes any judicial district or division where a party to the action has substantial evidence or witnesses, if—

(1) the action was not brought in a district or division —

A) in which the patentee resides or maintains its principal place of business,

(B) in which an accused infringer maintains its principal place of business, or

(C) in the State in which an accused infringer, if a domestic corporation, is incorporated;

(2) at the time the action was brought, neither the patentee nor an accused

infringer had substantial evidence or witnesses in the judicial district in which the action was brought, and

(3) the action has not been previously transferred under this subsection.

(d) For purposes of this section (c), use or sale of allegedly infringing subject

matter in a judicial district shall not, by itself, establish the existence of substantial evidence or witnesses in such a judicial district.
For foreign companies, this transfer proposal probably would be more useful than the earlier proposal to limit venue in patent cases. The principal disadvantage of the transfer proposal would be the cost and delay resulting from the need to file a motion to transfer. 
2.4
Consideration of Specialized Courts and Judges for Patent Cases

In the United States federal court system, most cases are handled in the first instance by the U.S. District Courts and appeals from those courts are handled by regional Circuit Courts of Appeals. The United States does have a few specialist  courts, including the Court of International Trade (“CIT,” formerly the Customs Court), the Tax Court and the Court of Federal Claims (for claims against the government). There has been considerable resistance to establishing  additional, specialized U.S. courts.

After several years study, the U.S. Court of Appeals for the Federal Circuit (“CAFC”) was established in 1982.  One of the principal reasons for establishing the CAFC was to improve the uniformity of patent  decisions and the stability of patent law, by having a single court decide substantially all appeals in patent cases from the Patent Office and the District Courts. To avoid the objections to narrowly specialized courts, the CAFC was given jurisdiction to more than only patent appeals, by merging the former Court of Customs and Patent Appeals (“CCPA”) with the appellate division of the Court of Claims. Patent appeals are only a small part of the CAFC's jurisdiction, accounting for less than 20% of the caseload, but requiring a somewhat larger percentage of the judges' time due to the relatively high level of complexity of patent appeals.  

Since 1982, there has been increased appreciation of specialized courts, both in other countries and the United States. Other countries have established courts or divisions specializing in patent matters. Specialized business or commercial courts and divisions have been successfully established in several of the states in the United States. 
Periodically, there have been proposals for a specialized patent court or courts at the trial level in the United States.  One proposal was to restrict of patent jurisdiction to one District Court in each of the 13 regional circuits. Another suggestion was to assign patent cases to designated judges in each district.  

In 1995, the present author suggested granting the Court of International Trade ("CIT") concurrent jurisdiction with the District Courts in patent cases, as an experiment to learn whether concentration of a reasonable number of patent cases before experienced patent judges might provide more efficient and effective adjudication of patent cases.  That court’s principal responsibility now is customs disputes. The CIT is subject to direct supervision by the CAFC. It  already has nationwide jurisdiction and the ability to hold trials at any place in the United States.  Its judges are of the same rank as district judges. The CIT can hold jury trials when such trials are required.  


Starting in 2000, there has been increased interest in increased specialization of U.S. courts in patent litigation. The author and other persons have been invited to discuss the subject before meetings of Intellectual Property Owners (“IPO”) and other organizations. For example, in a speech before IPO and in an article published in 2002, District Judge James F. Holderman of Chicago endorsed the author’s CIT proposal.


Recently, a study of greater specialization in patent cases, "Improving Federal Court Adjudication of Patent Cases," has begun in Congress. Some of the concerns that lead to this study are the cost of patent litigation, a belief that many plaintiffs are “forum shopping” to find a district where they will obtain a favorable result, belief by some persons that the CAFC is reversing too large a percentage of appeals involving patent claim interpretation, and a belief that concentration of a number of patent cases before a smaller number of experienced judges would increase their skill and efficiency in deciding patent issues. A focal point of this study is a proposal by Representative Darrell Issa for a pilot program in two District Courts to determine whether patent adjudication would be improved by assigning the patent cases that are filed in those districts to a few judges. Mr. Issa is a former business executive who has obtained his own patents, and has had experience and frustrations with the present system for federal court adjudication of patent cases.

On October 6, 2005, the House IP Subcommittee held an oversight hearing directed to that study.
 In opening the hearing, Chairman Smith noted a widespread belief that patent litigation is too expensive, too time consuming and too unpredictable. The four witnesses represented a variety of points of view regarding specialization of judges in managing and deciding patent cases. The first witness was Kimberly A. Moore, Professor of Law at George Mason University School of Law, who has made extensive statistical studies concerning patent litigation.  She testified that a large percentage of patent cases are concentrated in approximately ten districts. However, the ten districts with the most cases has changed over recent years. Prof. Moore generally favored the ideas of concentrating patent cases before a smaller number of judges. One reason that she mentioned is the 35% rate of reversal by the CAFC in the years 1996 through 2003 of District Court interpretations of patent claims. 

The present author, an experienced patent litigator, pointed out that the average district judge receives too few cases to become efficient. Also, the different procedures in each district and the CAFC’s policy of applying regional circuit procedural law to issues not unique to patent cases, increase the complexity and cost of litigation. The author suggested that Congress adopt his proposal for giving the U.S. Court of International Trade parallel jurisdiction with the District Courts in patent cases, as a part of the proposed experiment in greater specialization for patent case adjudication.

The testimony of Chris J. Katopis was founded in part on his experience as Director of Congressional Relations at the U.S. Patent and Trademark Office and earlier experience on the Congressional staff. He suggested that it may be better to await the results of significant changes now being made in the Patent Office and proposed in HR. 2795, and conduct further studies, before changing the patent adjudication system. The subcommittee members did not appear receptive to the proposal for further studies before an actual test of increased specialization in adjudication of patent cases.

The final witness was District Judge T.S. Ellis, III, of the Eastern District of Virginia, who is well known in patent circles. Unlike most other judges, Judge Ellis has an undergraduate degree in science. He spoke of the advantages of having generalist judges, pointing out that district judges have many complex cases of types other than patent cases. 
3.
Conclusion

It appears likely that the U.S. Patent Law will be amended in 2006 to permit post-grant patent oppositions in the Patent Office and to limit the District Courts where particular defendants may be required to defend a patent case. Congress may also initiate an experiment with specialized courts for patent litigation.
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