Change Anticipated in Uncertain
Requirements for Motions to Amend
Claims in Inter Partes Review

By Kia L. Freeman, Andrej Barbic, and Heath T. Misley

In the America Invents Act (AIA), Congress gave
the U.S. Patent Office the power to correct patent
claims in inter partes review. Congress also required
the Patent Office to issue procedural rules setting
torth how patent owners could narrow their claims.
But the Patent Office elected to address motions
to amend on a case-by-case basis—rejecting almost
half of all motions to amend for failure to comply
with a non-precedential procedural requirement.
The U.S. Supreme Court recently found that the
purpose of infer partes review is “reexamination.”
But the Patent Office has not been examining
proposed claims. The Patent Office has instead
been placing the burden of examination on patent
owners and petitioners—neither of whom neces-
sarily serves the public interest. The U.S. Court of
Appeals for the Federal Circuit recently reversed
the rejection of a motion to amend as arbitrary,
and, in In re Aqua Products, Inc., will soon consider
en banc the role and burden of the entities involved
in inter partes review as to motions to amend. The
stage has been set for a change in Patent Office
treatment of motions to amend.

The Patent Office Has Refused to

Examine Proposed Amended Claims
The Supreme Court recognized that “one

important congressional objective” of the AIA is to

“giv[e] the Patent Office significant power to revisit
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and revise earlier patent grants....”' The Supreme
Court further recognized that “Congress ... granted
the Patent Office...the ability to continue pro-
ceedings even after that original petitioner settles
and drops out...”? The AIA itself requires the
Patent Oftice, in regulating infer partes reviews, to
consider “the integrity of the patent system.”

Recognizing the role of the Patent Office as a
specialized government agency, the Supreme Court
found that the basic purpose of infer partes review 1is
“reexamination.”* The Supreme Court pointed out
that infer partes review “offers a second look at an
earlier administrative grant of a patent.”> According
to the Supreme Court, “inter partes review helps
protect the public’s ‘paramount interest in seeing
that patent monopolies...are kept within their
legitimate scope.”®

The AIA requires the Patent Office to “incorpo-
rate[| in the patent...any new or amended claim
determined to be patentable.”” As the only entity
involved in an inter partes review with a duty to
serve the public interest, the Patent Office is obli-
gated to take responsibility for any claims that it
issues. Thus, Congress conferred the Patent Office
with responsibility for determining the patentabil-
ity of proposed claims.

Indeed, the Patent Office itself admits to hav-
ing “a responsibility to ensure that issued claims
comply with all of the statutory provisions that
would normally be considered during an exami-
nation.”® The Patent Office seeks to abdicate that
very responsibility for proposed claims by assign-
ing a burden to a party to the infer partes review.
But the parties to an infer partes review serve their
own interests—not necessarily the public inter-
est. Nonetheless, in response to public suggestions
that “examiners ... ensure patentability of proposed
substitute claims in a motion to amend,” the Patent
Office refuses even to “contemplate seeking assis-
tance from the Examining Corps.”’
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While both uniquely skilled and motivated to
serve the public interest in allowing claims with a
legitimate scope to survive infer partes review, the
Patent Office has been avoiding its examination role
in inter partes reviews. Instead, the Patent Office has
been outsourcing the defense of the public interest
to parties who serve their own interests.

Patent Office Has Failed to
Issue Clear Procedural Rules
for Amending Claims

In the AIA, Congress required the Patent Office
to “set[ ] forth standards and procedures for allowing
the patent owner to move to amend the patent... "
While the Patent Office established some rules
related to motions to amend claim, it only provided a
single rule regarding content of such motions.'! This
rule provides insufficient guidance for patent owners
who wish to propose substitute claims.

The rule adds little to the AIA’s statutory
requirements. For example, the AIA allows a patent
owner to “propose a reasonable number of substi-
tute claims,” which the rule interprets by creating a
presumption that “only one substitute claim would
be needed to replace each challenged claim... "2
The AIA provides that an “amendment ... may not
enlarge the scope of the claims of the patent or
introduce new matter,” which the rule reiterates
and then requires a patent owner to identify sup-
port for the amended claims.” Rule 42.121 also
sets a default deadline for motions to amend, and
requires a Patent Trial and Appeal Board (Board)
conference before any such motions may be filed.
The furthest Rule 42.121 goes beyond mere pro
forma statutory implementation is to require that
any amendment “respond to a ground of unpat-
entability involved in the trial.”"*

The Patent Office also established a general rule
on Board motion practice. That rule provides that
“|tlhe moving party has the burden of proof to
establish that it is entitled to the requested relief.”
The Patent Office cites that rule as the basis for
abdicating its responsibility for patent quality and
placing the burden of showing patentability of pro-
posed claims on the patent owner."> But even that
rule leaves gaping holes in the procedural require-
ments for motions to amend.

In a study on motions to amend, the Patent
Office classified the following reasons for denying
motions to amend as procedural:'®

1. Failure to show patentability over the prior art in
general;

2. Failure to discuss, with specific citations, where
each substitute claim, as a whole, finds support in
the original written description;

3. Failure to provide a clear claim construction for
added features; and

4. Failure to discuss the level of skill in the art.

Yet none of these requirements appear in a Patent
Oftice rule.

The Federal Circuit has explained that “[p]aten-
tees who wish to make use of the statutorily provided
amendment process deserve certainty and clarity in
the requirements that they are expected to meet.”!”
In the AIA, Congress did not merely give the Patent
Office authority to prescribe regulations for allow-
ing motions to amend. Congress actually required
the Patent Office to “prescribe regulations... setting
forth standards and procedures for allowing the pat-
ent owner to move to amend the patent...to pro-
pose ... substitute claims.”'® A clear objective of this
statute 1s to enable patent owners to avoid rejection
of proposed claims on procedural grounds.

Nonetheless, rather than prescribe the required
regulations, the Patent Office expressly elected to
“deal with [motions to amend] on a case-by-case
basis.”!” The Patent Office issued orders in various
inter partes reviews.” Then, the Patent Office directed
the attention of participants in other infer partes
reviews to those various orders.?! Thus, the Patent
Office forced inter partes review participants to specu-
late on the procedural requirements it would impose
on motions to amend based on various Patent Trial
and Appeal Board (PTAB or the Board) orders.

Patent Office Has Arbitrarily
Applied Its Own Non-Precedential
Decisions to Motions to Amend

One of the various orders that the Board applied
in other inter partes reviews is Idle Free. Indeed,
the Board frequently cited the Idle Free decision
when denying motions to amend.?” But the Idle
Free decision was only designated “informative.”
According to the Boards own procedures, an
“informative” Board decision is neither bind-
ing nor precedential.> Patent owner Proxyconn

4 Intellectual Property & Technology Law Journal

Volume 28 * Number [2 ¢ December 2016



appealed a Board decision for impermissibly relying
on the Idle Free decision as authority for denying
Proxyconn’s motion to amend.?* In its opposition
to Proxyconn’s appeal, the Patent Office argued
both that it is permissible to use adjudicative deci-
sions to set forth all of the required conditions and
that it must retain the power to deal with motions
to amend on a case-by-case basis.”® Thus, the
Patent Office argued for freedom to apply Idle Free
as it saw fit. The Proxyconn court found that, in Idle
Free,*“[t|he Board has reasonably interpreted... pro-
visions as requiring the patentee to show that its
substitute claims are patentable over the prior art of
record ... ”?® Proxyconn’s finding is expressly limited
to “the circumstances of the case,” which invites
arbitrary enforcement of non-precedential orders as
authority for denying motions to amend.?

By that time, the Board already had established
that important procedural requirements for motions
to amend would be determined on a case-by-case
basis. In support of its motion to amend, patent
owner Neste relied on “prevailing wisdom in the
art at the time of the invention” that the use of
sulfur was not necessary and possibly detrimental.?®
In opposition, petitioner REG challenged Neste’s
failure to address specific prior art of record with
regard to the allegedly prevailing wisdom.” REG
pointed to two prior art references of record that
used amounts of sulfur within the original claimed
range without detrimental effects.”” But the Board
wrote off the two references as more relevant to
a teaching away argument than to any issue first
raised by Neste’s motion to amend.?! Thus, despite
the patent owner’s acknowledged failure to address
prior art of record in its patentability arguments, as
required by the Idle Free decision, the Board none-
theless granted its motion to amend.™

The inconsistent enforcement of Idle Free’s
requirement that the patent owner demonstrate its
substitute claims are patentable over all of the prior
art of record, such as in Proxyconn and Neste, is
arbitrary. MasterImage’s later “clarification” of what
qualifies as prior art of record under Idle Free does
not resolve the problem of the Board’s inconsistent
enforcement.” The Federal Circuit itself has now
begun to recognize arbitrariness in Board enforce-
ment of procedural requirements in non-precedential
decisions.

In Veeam Software Corp. v. Symantec Corp., the
Board found “the motion [to amend] should

discuss ... ‘whether the [added] feature was previ-
ously known anywhere, in whatever setting....”**
The TVeeam panel relied on a non-precedential
order as authority for that requirement.”® In sup-
port of its motion to amend, patent owner Veritas
(Symantec at institution) stated only that “the
newly added feature in combination with other known
features was not in the prior art.”** The Veeam panel
denied Veritas’s motion to amend because, by only
addressing the added feature in combination with
other known features, Veritas failed to meet its
burden.”” On appeal, the Federal Circuit found
that the Board’s “sole basis for denying the motion
to amend| ] is unreasonable and hence must be set
aside as arbitrary and capricious.”*

“[A] simple but fundamental rule of adminis-
trative law...1is...that a reviewing court, in deal-
ing with a determination or judgment which an
administrative agency alone is authorized to make,
must judge the propriety of such action solely
by the grounds invoked by the agency.”” A non-
precedential order in one infer partes review proceeding
is simply not a rule:

Unlike an administrative order...adjudicating
the rights of individuals, which is binding
only on the parties to the particular proceed-
ing, a valid exercise of the rule-making power
is addressed to and sets a standard of conduct
for all to whom its terms apply.*

Thus, application of a non-precedential order as
if it were a rule is not appropriate. The very exercise
of rulemaking, with its opportunity for comments
and prospective effect, serves to increase certainty
and clarity. As discussed above, Congress required
the Patent Office not to take a case-by-case
approach, but rather to make rules. Four years after
inter partes review first became available, the Patent
Oftice should have fulfilled its statutory obligation
to make procedural rules setting forth how a patent
owner may move to amend its claims. Inexplicably,
the Patent Office failed to do so.

Patent Office Data Reveals
Immense Uncertainty on the
Procedural Requirements for
Motions to Amend

In response to significant public interest, the
Patent Office recently published a study of motions
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to amend in review proceedings.*' Only 165 of the
192 review proceedings in the study were inter par-
fes review proceedings.*> We focus here on motions
to amend in infer partes review proceedings.

Of the 165 inter partes review proceedings
analyzed in the study, the Board issued decisions
on motions to amend in only 99 proceedings
(60 percent).” The Board denied in full 95 per-
cent of these 99 motions. Only two such motions
were granted in full and three such motions were
granted-in-part. The Patent Office asserts that it
denied 73 percent of the 99 motions to amend,
and that it denied only 22 percent as procedurally
deficient.** The statistics reported by the Patent
Office suggest that the Board did not deny most of
the motions to amend on procedural grounds. But
our review of the Patent Office’s decisions cited in
the data underlying the study indicates otherwise.

Importantly, the Patent Office’s study understates
the number of motions to substitute claims that
were denied for procedural reasons. An analysis of
the final written decisions on the 72 motions to
amend the Patent Office classified as denied on
the merits (i.e., the proposed amended claims were
still deemed unpatentable) reveals that 23 of these
motions were also rejected as being procedurally
deficient.® In other words, a total of 45 of the
99 motions—about 45 percent—were denied for
procedural reasons. This high percentage shows a
widespread uncertainty among practitioners on
the procedural requirements for filing motions to
amend in inter partes review proceedings.

Without indicating noncompliance with any
particular rule, panels of Patent Office administra-
tive patent judges have denied motions to amend
for one or more of the following procedural
reasons:

1. Failure to provide evidence that the number of
substitute claims is reasonable;*

2. Failure to discuss with sufficient detail where each
substitute claim, as a whole, finds support in the
original written description;*’

3. Failure to discuss the level of ordinary skill in the
art;*

4. Failure to provide a specific claim construction for
each feature added in the substitute claims;* and

5. Failure to discuss patentability over the prior art
“in general.”*

Courts Have an Opportunity
to Require the Patent Office
to Establish Clear Guidance
for Motions to Amend

When nearly half of the motions to amend
violate an unspecified procedural requirement, the
Patent Office has failed to meet its own statutory
duty to “set|] forth standards and procedures for
allowing the patent owner to move to amend the
patent” as required by 35 U.S.C. § 316(a)(9). Patent
owners deserve clear procedural rules allowing
motions to amend, and consistent application of
those rules. The Federal Circuit recently set aside a
denial of a motion to amend finding that the stated
procedural requirements were arbitrary and capri-
cious. In Aqua Products, Inc., the Federal Circuit will
soon consider the obligations of inter partes review
participants regarding motions to amend en banc.
The Supreme Court recently found that the pur-
pose of infer partes review 1is reexamination. All of
which indicates that the Patent Office must change
its approach to motions to amend. Establishing
clear rules and applying them uniformly would be
a great start.
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