Key Provisions of S. 515
S. 515 is the product of a four-year effort by Congress to reform U.S. patent law to enhance the ability of the patent system to support innovation and strengthen the nation’s economic competitiveness.  The Congressional patent reform effort was prompted by two major studies of the U.S. patent system, a 2004 report by the National Research Council of the National Academies, A Patent System for the 21st Century, and a 2003 report by the Federal Trade Commission, To Promote Innovation:  The Proper Balance of Competition and Patent Law and Policy.  In its report, the National Academies recommended reforming U.S. patent law to accomplish three goals:  1) harmonize U.S. patent law with international patent law, 2) improve patent quality, and 3) reduce unwarranted patent litigation costs.  Among the numerous improvements to U.S. patent law that would be achieved by S. 515, several respond directly to the National Academies basic recommendations:  

•
Harmonize U.S. patent law with international patent law:  The U.S. is the only patent system that uses a first-to-invent procedure for determining patent priority.  S. 515’s adoption of a first-inventor-to-file procedure will harmonize U.S. patent law with international law and simplify the process of filing for both domestic and international patents.  Universities requested that if the U.S. were to adopt a first-inventor-to-file system, Congress craft a grace period for that system that would encourage publication, strengthen the inventor’s oath, and maintain provisional applications.  Congress adopted those proposals in early versions of the legislation and has maintained them since.  

•
Improve patent quality:  The rapid growth in patent applications and the underfunding and overburdening of USPTO have resulted in the issuance of significant numbers of patents of questionable validity.  S. 515 provides an efficient, less costly alternative to court for challenging patents through a new post-grant review system recommended by the National Academies, the FTC, and the USPTO.  

— The post-grant review procedure will be available for the first 12 months after the patent is issued.  The procedure will provide a means of challenging a patent on all issues of patentability, removing invalid patents early on and providing patents which survive the review with a strong record of validity and quality, strengthening patent certainty for the duration of the patent term.  

— The information technology sector and others sought a post-grant “second window,” arguing that the significance of some patents is not apparent until well after their initial year of existence and that they therefore needed an administrative procedure to challenge patents well beyond their first year.  Universities and other groups expressed strong concern that the resultant procedure, an overly broad means of challenging a patent throughout its full term, would undermine patent certainty.  


As a compromise, Congress eliminated the post-grant second window and instead modified an existing procedure, the inter partes reexamination.  The modified procedure, developed two years ago by the House Judiciary Subcommittee on Courts, the Internet and Intellectual Property, provided a much narrower basis for challenging patents than the proposed post-grant second window, including limiting evidence to patents and printed publications.  

The higher education associations endorsed the inter partes reexamination procedure in 2007.  When S. 515 was introduced this year, it incorporated the modified inter partes reexamination procedure but greatly expanded the evidentiary basis for inter partes reexaminations.  This expansion, one of the two major problems with S. 515 identified by the associations, was removed in the amendment adopted by the Senate Judiciary Committee at its April 2nd markup.  

In addition to providing new administrative procedures for challenging questionable patents, the bill will improve patent quality by codifying and improving USPTO rules permitting third parties to provide input to the USPTO before a patent is issued, enabling patent examiners to make more informed decisions.  

•
Reduce patent litigation costs:  S. 515 will reduce litigation costs significantly by providing an administrative alternative to court as a means of challenging a patent, as noted above.  In addition, S. 515 modifies two aspects of patent law — the “best mode” and “willfulness” — that the National Academies identified as producing unwarranted litigation.  

Patent applicants currently are required to include in their application the best mode for implementing their invention, part of the teaching function of patents.  However, the best mode requirement has become a lightning rod for charges in patent challenges that the patent applicant failed to include the best mode for enabling the invention.  The charge is rarely sustained, but the subjective nature of determining the best mode generates needless litigation costs.  S. 515 continues to require applicants to provide a best mode, but best mode can no longer be used as a means to attempt to invalidate a patent.  

During the determination of damages when patent infringement has been found, a charge of willful infringement can lead to treble damages.  Willfulness is routinely charged, often based on highly subjective conjecture.  S. 515 adopts an “objectively reckless” standard established in a recent court case (In re Seagate).  
S. 515 makes a number of additional improvements to U.S. patent law, including:  

•
Assessment of damages:  Determination of damages has been one of the most contentious issues in patent reform.  Early versions of patent reform legislation included provisions that would have had the effect of substantially reducing damages awards, which would diminish the capacity of damages to serve as a deterrent to patent infringement.  S. 515 removes those provisions, replacing them with “gatekeeper” language that provides clear and consistent instructions to courts on procedures for handling damage assessment cases, and basing the assessments on existing case law rather than new statutory provisions.  

•
Venue:  S. 515 codifies a standard articulated in a recent Federal Circuit decision, In re TS Tech, which provides for transfer to judicial districts that are “clearly more convenient” for the parties and witnesses and should reduce the problem of forum shopping by plaintiffs.  
Continuing concern over serial challenges:  Several universities have expressed concern that the bill fails to limit the ability to mount serial challenges to a patent through successive reexaminations and by withholding certain issues that could have been raised in a reexamination to use in subsequent civil litigation.  Although the extent of the problem is under debate among patent experts, the prospect of serial challenges is a valid concern.  There may be opportunities to address this concern as the Senate bill moves to the floor for a vote, or when the House takes up its version of the legislation, H.R. 1260.  However, the higher education associations believe the bill in its current form is a strong bill overall, and care must be exercised in pursuing further changes in order to avoid disrupting the carefully balanced compromise achieved by the Senate Judiciary Committee in the comprehensive amendment it adopted on April 2nd.  
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