Review of Patent Reform Process
Congressional action on patent reform began in 2005 with the introduction of H.R. 2795 by Lamar Smith (R-TX), Chairman of the House Judiciary Subcommittee on Courts, the Internet, and Intellectual Property, followed by S. 3818 in 2006.  In 2007, the House and Senate introduced identical bills, H.R. 1908 and S. 1145.  The Senate Judiciary Committee reported S. 1145 out of committee on July 20, 2007.  The House passed H.R. 1908 on September 9, 2007.  Attention then shifted to the Senate and the Senate Judiciary Committee’s efforts to move S. 1145 to the floor for a vote.  That effort stalled last year.  

This year, the House and Senate introduced very similar patent reform bills in February —  

S. 515 and H.R. 1260.  Since the bills’ introduction, the Senate has taken the lead in addressing patent reform, holding a hearing on March 10th and conducting three Committee markups which concluded with the Committee reporting S. 515 on April 2nd by a 15-4 vote.  The House Judiciary Committee held a hearing on H.R. 1260 on April 30th.  

The Association of American Universities, the American Council on Education, the Association of American Medical Colleges, and the Council on Governmental Relations began collaborating in 2005 to provide collective higher education input to the Congressional effort to reform U.S. patent laws.  The Association of Public and Land-Grant Universities joined the collaborative effort in 2007, and the Association of University Technology Managers has joined this year.  

The organizing principles and objectives of the higher education associations’ work included an affirmation that the Congressional patent reform effort was needed to adapt U.S. patent policy to changing domestic and international circumstances and to address problems that had arisen within the U.S. patent system.  We drew heavily on the National Academies report and its recommendations for improving patent quality by providing an effective, efficient administrative alternative to court for challenging the validity of patents, and by reducing unnecessary patent litigation by eliminating subjective elements of U.S. patent law.  

The associations developed an analysis of the initial legislation and have updated their statement as the legislation has evolved.  These statements have been the product of broad consultation within and across the associations, with substantial input from a technical advisory group of university officials including provosts, senior research officers, technology transfer officials, general counsels, and faculty members.  

Our deliberations have sought to balance two perspectives.  First, because universities typically do not develop or practice their patents but license them to the private sector for development, a key university interest in patent reform is the impact of legislative proposals on the ability of universities to license their patents.  As patent owners, universities also have a vested interest in the impact of patent reform on their licensees.  

Second, universities should incorporate these interests into the broader national goal of enhancing the capacity of the U.S. patent system to promote innovation.  Indeed, the principal objective of the 1980 Bayh-Dole Act, which granted universities the ability to retain patent and licensing rights to the results of federally funded university research, was to facilitate the flow of university discoveries into the private sector for development into useful products and processes that benefit society.  Royalty income would provide an incentive for universities to market their discoveries in the private sector in ways the federal government had failed to do, and would help offset expenses of university technology transfer and research operations.  However, the goal of Bayh-Dole was never to generate university income but to benefit society through the development of university discoveries.  

Thus, the associations have been evaluating the legislative proposals based on balancing the immediate and longer-term interests of universities, the interests of other industry sectors — most of which universities collaborate with — and most importantly, the national interest in promoting a patent system that effectively advances innovation and enhances the nation’s economic competitiveness.  

Issues raised by the higher education associations and Congressional response

Over the course of the four-year patent reform process, the associations have raised a number of issues with Congress, some university-specific, others shared by other groups.  These issues have included the following:  

•
First-inventor-to-file:  The higher education associations requested that if the U.S. were to harmonize U.S. patent law with international patent law by moving from a first-to-invent to a first-inventor-to-file procedure for establishing patent priority, that Congress adopt a grace period designed to promote publishing under that procedure, strengthen the inventor’s oath, and maintain provisional applications.  Congress has done all three.  

•
CREATE Act:  We requested that Congress make the necessary changes to conform the Cooperative Research and Technology Enhancement (CREATE) Act of 2004, which facilitates research collaborations, to a first-inventor-to-file procedure.  Congress has done that.  

•
Prior user rights:  Earlier legislation included a broad expansion of prior user rights as a defense to infringement.  That expansion would have greatly increased the ability of companies to employ trade secret procedures to develop products that would be immune from the assertion of patent rights, increasing patent uncertainty and impairing the ability of universities to license their patents to the commercial sector for development.  That provision has been eliminated, substituting a study of prior user rights.  
•
Expanded USPTO rulemaking authority:  The associations were among the groups expressing concern over the expansion of USPTO rulemaking authority included in S. 1145, the prior version of Senate patent reform legislation.  That provision has been omitted in S. 515.  

•
Assessment of damages:  Earlier versions of both Senate and House legislation included damages provisions that would have had the effect of skewing the process of awarding damages disproportionately toward small awards, diminishing the capacity of damages to serve as a deterrent to patent infringement.  S. 515 removes those provisions, replacing them with “gatekeeper” language that provides instructions to courts on procedures for handling damage assessment cases, and basing the assessments on existing case law rather than new statutory provisions.  

•
Applicant Quality Submissions:  The prior Senate bill included an extremely problematic provision — Applicant Quality Submissions — which called for mandatory submission from patent applicants of prior art and other material relevant to patentability.  This provision was opposed by virtually all groups and is omitted in S. 515.  

•
Post-grant “second window”:  Earlier versions of both Senate and House legislation included an expansive procedure for challenging patents after their first year for the remainder of the term of the patent.  The higher education associations and other groups expressed concern about the harmful effect on patent certainty of such a broad procedure.  Extensive negotiations in the House in 2007 involving a number of groups, including the higher education associations, developed a compromise procedure by modifying the existing inter partes reexamination procedure administered by the USPTO.  That narrower procedure, which is limited to the objective evidence of patents and printed publications, was endorsed by the higher education associations.  

•
Expansion of inter partes reexamination:  Both the Senate and House Judiciary Committees included the House’s modified inter partes reexamination procedure in the bills introduced this year, S. 515 and H.R. 1260.  However, both bills included a substantial expansion of the evidentiary basis for inter partes reexaminations that would have transformed this procedure from an administrative challenge based on objective evidence — patents and printed publications —  into a complicated, costly process involving extensive discovery into subjective evidence of whether a claimed invention had been “in public use or on sale.”  The amendment adopted by the Senate Judiciary Committee at its April 2nd markup eliminates this language, returning the inter partes reexamination procedure to the one endorsed by the higher education associations in 2007.  
Thus, over the course of four years, Congress has been responsive to many requests and concerns raised by universities.  The principal remaining concern expressed by several universities is the failure to limit the capacity for serial challenges.  As noted earlier, there is disagreement on how serious that prospect of serial challenges is.  However, the concern about serial challenges is valid, and the higher education associations and individual universities will seek opportunities to address those concerns.  The associations will do so within the framework of the careful compromise crafted by the Senate Judiciary Committee.  
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