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by Barry I. Friedman, Esqg.

On September 16, 2011, President Obama signedamwtthe Leahy Smith America Invents Act, which
ushers in the most sweeping changes to United sSfatent law in over 50 years. This Act, more
commonly known as the AIA, presents many challerigaadividuals and businesses seeking to protect
their intellectual property rights. Portions oEtAIA were effective immediately, while others wgb

into effect in September 2012 and March 2013. sTdrticle seeks to summarize the most relevant
changes presented by the AIA, as well as identi®as of uncertainty arising from both the new lad a
the delayed implementation of some of its provision

Each section of this article presents both theeturstatutory provisions and the AIA changes toldhe

In reviewing the analysis, inventors (which includevners of patentable technology) should be
considering the new approaches discussed, relatingming and evaluation of protection of their
intellectual assets.

l. Changesin Patentability Standards and Timing
— These provisions are effective beginning March208.3

Background

Invention priority, i.e., the specific time recoged as the creation of the invention, is utilizadwo
significant ways: (i) as part of a patentabilityaéysis and (ii) awarding a patent in the event thate are
competing claims to a common invention.

In determining patentability, an inventive conceptompared to the “prior art,” which is the uniserof
existing, relevant technical knowledge. The retgvarior art for each invention is defined, frontime
perspective, by the date of invention priorityvéntions are patentable if they are novel and neiools
when compared to the relevant prior art.

A. First to File

The most significant change resulting from the AlAis that it converts United States
from a “first to invent” to a “first to file” syste m. The time of invention will be
measured solely by the filing of a patent applicatin with a designated patent office.

Prior United States Law.

Invention priority is measured from the date of agption of the inventive concept. An inventor who
documented such a date of conception and diligeathywerted the concept to a working embodiment, or
filed a patent application covering the concepts watitled to reach back to the conception data as
critical priority date for comparison to the priamt and competing ownership claims by third parties
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The AIA.

In an effort to harmonize United States law witk thajority of foreign countries’ definition of prity,

the United States now has adopted a new stand&idhwstates that priority of invention is measured
solely from the filing of a patent application, Wwitespect to both patentability and competing ctagh
ownership.

Analysis.

The impact of this change is that inventive ergitieust be much more diligent in evaluating develgpi
technologies for patentability and filing appropeiapplications. Determinations that technologies
proprietary and worthy of patent must be made meatier in the product development life cycle,
potentially long before customer demand or feedlvaal be evaluated or obtained, as will be morey full
discussed below with respect to restricted pragikommercial activities.

B. New Limits on Pre-Filing Commercial Activities

All pre-filing sales activity, including sales andoffers for sale, will now bar
patentability.

Background.
Commercial activity, such as sales and offers &de ®f a product or service embodying an inventive
concept, places that concept within the prior art.

Prior United States Law.
Sales and offers for sale during a one year grac®g prior to filing of a patent application were
specifically excluded from the prior art.

The AIA.

Dispenses with this grace period with respect kessand offers for sale, again harmonizing Unitetes
law with other countries. No such commercial atstiis permitted prior to filing of a patent apption,
and will constitute an absolute bar to patentahbilit

Analysis.

The impact of this change is only significant if rfioreign filing of the patent applications is
contemplated. Even under prior United States &w,party desiring foreign coverage was alreadieén
practice of filing an application prior to any susales activity. However, for those interestedyanl
United States patent coverage, this change williregas suggested above, much earlier consideratio
patentability and filing of appropriate patent apglions prior to any contemplated sales activity.
Discussions with customers, potential customers raatket research must be careful to eliminate any
suggestion of price and commercial sales termse U$e of nondisclosure agreements will not be
effective to cure any improper sales or offerssile.

C. Certain Disclosures by the Inventor Entity Will Be Excluded From the Prior Art

Public disclosures of an inventive concept will nabe considered prior art, and therefore
a bar to patentability, if made by the inventor within one year prior to filing.

Prior United States Law.

A disclosure to the public of an inventive concdpting the period one year prior to filing of a gt
application was excluded from the prior art, simila sales activity described above. The disclesur
could take the form of a public use or a descripiioa printed publication.



The AIA.

The new statute preserves this one year gracedppraiection, with some expansion of the exception.
Disclosures of the inventive concept by the invento any third party receiving the informationrindhe
inventor, within one year prior to the filing ofpatent application, will be considered an exceptiad
not be considered prior art.

Analysis

This change preserves the ability of the inventordisclose the invention to others outside of the
inventive entity (for one year) and still preseredevant patent rights. It is to be noted, howetat,
similar to prior United States practice, such disare will still negate foreign filing rights. Thi
provision is limited to the inventor and those reitey the disclosure directly from the inventor.hi§
raises the strategic possibility of intentional fiefesive publications” to block third party patefdims to
the invention concepts. This disclosure, by theeiior, would be considered prior art for any thpedty
filing an application on similar subject matteraighe date of publication, but not for the invemt&uch

a disclosure could be made as early as one yeartprihe filing of a patent application, for inters not
concerned about foreign patent rights. For othBesdisclosure could be made after the filing pagent
application. Additionally, the term “disclosure$ undefined in the statute. It is likely that some
subsequent clarification will be required by then@@ss or the courts to refine the scope of thima.te

1. Challengesto Patents and Applications as a Derivation
— Effective March 16, 2013

The owner of a patent or application may challengan earlier patent or application as being
improperly derived from its inventive concept.

Prior United States Law.

An interference is a procedure to resolve competlagns to the same invention. An evaluation would
be made as to the priority of each inventor’'s clamd the patent would be awarded to the earliesicl
of priority. Claims that one party derived the eémtion improperly from the other, i.e., did not
independently invent, would also be consideredaaisgd the evidence and analysis.

The AIA.

The new statute dispenses with priority based wonception and relies solely on the date of filirfighe
relevant applications to evaluate competing claim& independent evidentiary evaluation is thersfor
necessary to make this determination. It preseh@sever, the ability of patent owners and applisa
to charge that aearlier filed competing patent or application constitutes araiarderivation of their
inventive concept.

The statute sets time limits for such actions. ifi$abetween competing patents are resolved inik civ
action and the complaint must be filed within oe@wyof the issuance of the challenger’s paten&int
between an application and a patent or other agiic will be resolved by the United States Paset
Trademark Office and a Petition must be filed witlnine year of the publication of the challenger’s
application.

With respect to proceedings before the United StBtgent and Trademark Office, the parties majesett
the matter privately, but the settlement agreenmeust be approved by the Office and may not be
contrary to the evidence presented to date.



[11.  Prior Commercial Use Defense to Claims of | nfringement
— Effective with respect to Patents issuing afegt&mber 16, 2011

Prior commercial use of an inventive concept, upora showing of clear and convincing
evidence, will be a complete defense to a chargepaitent infringement.

Background.

In many situations, a patent is asserted agaidsfendant that has been engaging in certain conmherc
activity for a period of time prior to the issuangethe patent in suit. In many instances, theused
commercial activity extends prior to the filing thfe patent application which matured into the plaiten
sulit.

Prior United States Law.

Evidence of pre-existing commercial activity may used for the purpose of invalidating the patent in
suit, i.e., showing that the patent’s claimed irti@mwas not new or was obvious. The activitylftie
not necessarily considered conclusive evidenceifr@gement did not occur or that the patentuit &
invalid.

The AlA.

The new statute establishes a new specific defenpatent infringement, which permits a defendant t
show, by clear and convincing evidence, that tloesed commercial activity was in place more tham on
year prior to the relevant filing date of the patén suit or any defensive publications made by the
inventor (see above for discussion of defensivdipatipns). Such a showing will negate infringemen
even if insufficient to invalidate the patent intsu

One additional requirement is that the use of tbeused pre-existing commercial activity must be
continuous, i.e, that the defendant has not abattitime activity at any time in the past. The term
“abandoned” is not defined by the statute andkidyito require some interpretation in the future.

Analysis

This defense is transferrable and/or assignablerutige very limited conditions of: an assignment or
transfer, for other reasons, of the entire entsepor line of business to which the defense relates
Furthermore, the defense, so acquired by a purcléske entire enterprise and/or line of businesay
only raise the defense as to the uses and sitehwhedated the assignment or transfer. This midsahs

a purchaser may not “buy” the defense to extermther plants or commercial activities which werg no
part of the acquisition.

In practice, there are a number of issues raisedhisyassignability/transferability provision. Sem
clarification is likely to be necessary with regdodthe interpretation, meaning and limits of thens
“for other reasons,” “the entire enterprise” andél of business.” In the event of an asset puechdsch
is less than the entire company of the seller, a.gusiness or product line, it remains to be sdesther
the defense is freely assignable at the discretidhe parties or some other minimum sales requérgm
are necessary.



V. Reviewsand Challengesto Patents and Patent Applications

Inter Partes Review and Post Grant Review
— Effective September 16, 2012

Adversarial proceedings are available for third paties to challenge a patent on the
basis that the patent was improperly granted.

Prior United States Law.

A third party may request and participate in a egexation of a patent as part of an adversariatge®
known asinter partesreexamination. A third party will be discretioitargranted if a “substantial new
guestion of patentability” is raised.

The AIA.

The new statute provides two separate procedureshflenges to a granted patent. iter partes
reviewis available for challenges based solely upon iypwnd obviousness. Aost grant reviews
available for challenges based upon any otherrtaibf the patent to comply with the patentability
requirements of the statute. Either may be fedionths after the grant of a patent, or any time
thereafter.

The standards for a grant of such review areinftar partes reviewif there is a “reasonable likelihood of
success” presented by the request angidst grant reviewthe “patent is more likely than not invalid” in
accordance with the statutory requirements.

Neither of the review proceedings may be filed dhallenge by the requester to the validity of pheent

is already pending in a civil action. Additionalpny subsequently filed civil action containinglaim of
invalidity of the patent by the requester will bay®d pending the outcome of the review. The paten
owner may, subject to certain timing limitationgfeht the stay by bringing a claim of infringement
that same or separate civil action against theastgu.

A review may be settled privately by the partiefoipto any final decision being issued, with no
limitation on the raising of the same validity dealges at a later time.

AlA Special Provision for Business Method Patenti&e- Effective on or before September 16, 2012.
A special procedure will be implemented by Septemilée 2012, for an 8 year period, which provides fo
particular post grant review, directed solely téep#s claiming methods or corresponding apparaius f
performing data processing or other operations irs¢ke practice, administration, or managemerda of
financial product or service, a party accused dfiigement of such a patent may file for post grant
review at any time during the life of the prograndér the patent, whichever is earlier. This pson
further permits the accused party to request a efagny pending civil action during the review.
Additionally, the ability of the requesting party taise the same or other challenges to validitiuiare
actions is slightly broader than under normal gwant review. Upon issuance of a final decisite, t
requester is only barred from asserting, in theargjtany invalidity basis which wasctually raised as
part of the review.

Analysis.

These review standards are intended to be morly sasisfied than the older “substantial new qusti
of patentability.” On the other hand, these revigaceedings severely limit the ability of the regting
party to raise the same or other challenges tditrln future actions. Upon issuance of a finatidion,
the requester is barred from raising, in the fytargy basis for invalidity which wasr could have been
raised as part of the review. The impact of thimvsion requires that any such request be accomgan



by a thorough investigation of the patent and &he\prior art, and bringing all reasonable claimshie
review.

V.  Miscellaneous Provisions
A. Supplemental Examination —Effective September 16, 2012

At any time after issuance, a patent owner may esigteexamination of the patent in order to clarify
positions taken or art cited in the primary exartiorg or to submit additional new references or
information. The request will be granted if a dahtial new question of patentability is raisedork a
strategic standpoint, this process is availablEl®an up” any lingering issues or newly discovepeidr

art without prejudice to the patent and limits tiaility of third parties to challenge the patent as
unenforceable. The process is not available toesddainy challenges currently pending in a civibact

B. Third Party Citations of Prior Art Against a Pendin g Patent Application
— Effective September 16, 2012

The AIA broadens the time period for the filing fior art references by a third party in a pending
application from two months from publication to @mths or prior to the first rejection, whichevenws
first.

C. Joinder of Parties— Effective immediately

Parties may be joined in a patent infringementactinly to the extent that the claims against eade
out of the same transaction or occurrence with comuuestions of operative fact arising from each
claim. Under prior law, any party accused of imfing the same patent could be joined to a lawsuit.

D. Uncooperative and Unavailable Inventors- Effective September 16, 2012

The AIA provides a streamlined procedure for asségnto file an application with a substitute staem
(in lieu of an oath) in the event that the invensor(i) dead; (ii) incapacitated; (iii) missingt v) under
an obligation to assign but refuses. A factualshg is required, but no Director discretionaryieav is
necessary.

E. Best Mode Disclosure Requirement Effective Immediately

The patent statute, both as currently existinguarder the AlA, requires that the best mode contated!
by the inventor for carrying out his invention bedlbbsed in the application. The Courts have ifiedta
failure to meet this requirement as being an apgatgpground for invalidation of the patent. Th&AA
specifically eliminates the failure to disclose thesst mode as a ground for invalidation of the matget
retains the underlying requirement. It remainbéoseen how this dichotomy will affect the draftimig
patent applications.

F. Patent Marking — Effective Immediately

Standards for marking the relevant patent numbenrfsq product or in connection with a service have
been relaxed. The AIA provides an alternativedompliance with the statute, providing that theepat
owner may instead identify a web address insteddeopatent number(s), where the relevant pateays m
be listed. Additionally, no penalties may be assdsfor the identification of an expired patent athi
formerly covered the product or service.



Comment: Impact of the AlA and Dual Legal Standards

The AIA brings sweeping changes to an already cermpystem for the filing, examination, grant and
enforcement of United States patents. In particglaanges in the standards for patentability kedjuire
inventors and assignees to carefully monitor deyreknts and pre-filing commercial activity.
Aggressive procedures are available for post graallenges to competitors’ patents, which will emde
the need for careful prosecution of applicationsvadl as candid communication between clients and
patent counsel.

Even more challenging will be the coexistence ethtwo statutory schemes for the next twenty years
With some minor exceptions, all patents and aptitina predating the implementation of each seatifon
the new statute will continue to be evaluated fateptability and challenged (in certain circumses)c
under the older statutory scheme.

Additionally, prior to the initiation of each newasutory process, an opportunity will arise for imee
strategic decisions relating to filing patent apafions, claims or other challenges under one @other

of the statutory schemes. A thorough understandiripe advantages and disadvantages of eachavill b
required to determine the most effective coursactibn.

Barry Friedman concentrates his practice in tha afeintellectual property law and counsels cliemigarding the acquisition
and protection of a wide range of technologicak#ssincluding patents, trademarks and copyrigRfease contact Barry at
(412) 918-1110 or bfriedman@metzlewis.com if youehany questions regarding upcoming changes itttied States Patent
Law.
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