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DISCLAIMER

* The following presentation reflects the personal opinions of its
authors and does not necessarily represent the views of their
respective clients, partners or employers, the New York

Intellectual Property Law Association, the PTAB Committee, or
its members.

* Additionally, the following content is presented solely for the

purposes of discussion and illustration, and does not comprise,
nor is to be considered, as legal advice.



THE PREVAIL ACT — LEGISLATIVE PERSPECTIVE

e Passed the Senate Judiciary IP Subcommittee 11-
10 in November of 2024

e Because the 118t Congress ended before final
passage, the bill must be reintroduced in the
119t Congress

* It has not yet been introduced, but should be
soon



THE PREVAIL ACT — ADMINISTRATIVE PERSPECTIVE

e Commerce Secretary Nominee, Howard Lutnick
— CEO of Cantor Fitzgerald
— Named inventor on numerous patents in the financial services field
— Thought to be “pro patent”

e USPTO Director

— In his first term, President Trump appointed Andrei lancu as Director
* Considered more “pro patent” than his successor Kathi Vidal

— No one yet nominated for the second term



THE PREVAIL ACT- THE SPONSORS’ STATED GOALS

* Restore fairness to PTAB proceedings
* Improve PTAB Rules
* Ensure PTO resources



“THE PREVAIL ACT WILL HELP ENSURE U.S. GLOBAL TECHNOLOGY LEADERSHIP

AND PROTECT ECONOMIC AND NATIONAL SECURITY”

* (Per Sen. Coons)

* The following slides are adapted from a fact sheet
posted on Sen. Coons’ website

e Commentary to follow



“The Bill Restores Fairness to the PTAB to Promote Innovation and

Competitiveness”

* Problem: Currently, anyone can challenge a patent in the PTAB, even if
they are not facing a lawsuit or the threat of a lawsuit. Multiple parties can
also work together to bring separate or repeated challenges against a single
patent or patent owner—including small businesses or independent
Innovators with limited resources.

 Solution: Require standing for PTAB challengers and limit repeated
petitions. The PREVAIL Act requires challengers to have been sued or
threatened with a patent infringement lawsuit before filing a PTAB
challenge. The bill also limits multiple PTAB challenges against the same
patent by prohibiting any entity financially contributing to a PTAB
challenge from bringing its own challenge.




“The Bill Restores Fairness to the PTAB to Promote Innovation and

Competitiveness”

* Problem: Although a party must file a PTAB challenge within one
year of being sued for infringement, a loophole allows a time-barred
party to challenge patents after the PTAB filing deadline expires by
joining a PTAB proceeding brought by another party.

» Solution: Close the loophole. The PREVAIL Act establishes a
rebuttable presumption against joinder for a time-barred party and
prohibits such a party from maintaining the proceeding after the

original challenger settles.




“The Bill Restores Fairness to the PTAB to Promote Innovation and

Competitiveness”

* Problem: Currently, the same party can file multiple petitions
against the same patent, allowing challengers to paper over
weaknesses In their case and increasing costs for patent owners
defending their rights.

 Solution: Require a party to raise all arguments in one challenge to
protect a patent owner’s right to “quiet title” over the invention. The
PREVAIL Act limits serial petitions by applying estoppel at the time
the challenge is filed, rather than after a PTAB final written decision.




“The Bill Restores Fairness to the PTAB to Promote Innovation and

Competitiveness”

* Problem: When validity of a patent is challenged in district court, “clear
and convincing” evidence 1s needed to invalidate the patent. But at the PTAB,
a petitioner need only show invalidity by a “preponderance of the evidence”
standard. Further, until recently, the PTAB interpreted patent claims under a
different standard than the district court. These differences often lead to
Inconsistent results between the two tribunals.

« Solution: Harmonize PTAB claim interpretation and burden of proof with

federal district court. The PREVAIL Act requires the PTAB to find a patent

invalid by “clear and convincing” evidence and requires the PTAB to interpret

al_ain_ls using the same “plain and ordinary meaning” standard used in federal
IStrict court.
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“The Bill Restores Fairness to the PTAB to Promote Innovation and

Competitiveness”

* Problem: Some aspects of PTAB proceedings lack transparency.
For example, no rules prevent the Director from meddling ina PTAB
panel’s decision.

« Solution: Increase transparency. The PREVAIL Act requires the
USPTO Director to issue separate written opinions when rehearing
PTAB decisions to increase transparency and reduce concerns that the
Director unfairly influences PTAB decisions. The bill also prohibits
the Director from influencing PTAB panel decisions and requires the
Director to establish a code of conduct for PTAB judges.
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“The Bill Improves PTAB Rules to Protect Inventors from Costly, Unnecessary

Litigation”

* Problem: Currently, at least 85% of PTAB proceedings have a co-
pending proceeding in another forum, like federal district court.
Challengers get several bites at the apple by raising the same or
similar validity challenges at the PTAB and the other forum.

« Solution: End duplicative patent challenges. The PREVAIL Act
requires a party to choose between making its validity challenges
before the PTAB or in another forum, such as federal court. The bill
also requires a party that is already involved in a separate proceeding
to agree not to pursue the claims in their PTAB petition in that court,
or any other forum.
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“The Bill Improves PTAB Rules to Protect Inventors from Costly, Unnecessary

Litigation”

* Problem: Often, another forum, such as a federal district court,
reviews a challenger’s validity challenge to a patent and enters a final
judgment on validity before the PTAB completes its review.

Instituting or maintaining a PTAB proceeding after the district court
already has decided validity is duplicative, inefficient, and may lead to
Inconsistent decisions between both tribunals.

 Solution: Prioritize prior patent validity decisions. The PREVAIL
Act requires the PTAB to deny a petition or dismiss a proceeding if
another forum—such as a federal court—has already upheld the
validity of the patent at issue.
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“The Bill Improves PTAB Rules to Protect Inventors from Costly, Unnecessary

Litigation”

* Problem: APTAB challenge or a reexamination request often will
assert the same prior art or arguments that the USPTO already
considered during another Office proceeding. Multiple proceedings
asserting the same prior art and arguments are costly and inefficient.

« Solution: Limit duplicative challenges to a patent within the
USPTO. The PREVAIL Act requires the USPTO to reject a PTAB
challenge or a request to reexamine a patent where the challenge or
request includes arguments that were previously considered by the
USPTO, absent exceptional circumstances.
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“The Bill Ensures the USPTO Has the Resources It Needs to Administer a Patent

System that Promotes Innovation”

* Problem: Since 2010, approximately $409.8 million in user fees
have been diverted from the USPTO.

« Solution: Eliminate fee diversion. The PREVAIL Act ends the
practice of diverting fees collected by the USPTO to other unrelated
federal agencies and programs by establishing a new revolving fund in
the U.S. Treasury to ensure the USPTO has the funding necessary for
timely and quality examination.
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“The Bill Ensures the USPTO Has the Resources It Needs to Administer a Patent

System that Promotes Innovation”

* Problem: Small businesses do not always have the resources they
need to navigate the patent system.

« Solution: Support innovative small businesses. The PREVAIL Act
supports small businesses by requiring the Small Business
Administration to draft two reports examining the impact of patents
and abusive demand letters on small businesses. The bill also expands
access to patent-searching databases currently available only In-
person at public search facilities.
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Conclusions and Questions
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Title: To amend title 35, United States Code, to invest in inventors in the United States, maintain
the United States as the leading innovation economy in the world, and protect the property rights
of the inventors that grow the economy of the United States, and for other purposes.

Be it enacted by the Senate and House of Representatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the “Promoting and Respecting Economically Vital American
Innovation Leadership Act” or the “PREVAIL Act”.

SEC. 2. FINDINGS.

Congress finds the following:

(1) The patent property rights enshrined in the Constitution of the United States provide
the foundation for the exceptional innovation environment in the United States.

(2) Reliable and effective patent protection encourages United States inventors to invest
their resources in creating new inventions.

(3) United States inventors have made discoveries leading to patient cures, positive
changes to the standard of living for all people in the United States, and improvements to
the agricultural, telecommunications, and electronics industries, among others.

(4) The United States patent system is an essential part of the economic success of the
United States.

(5) Reliable and effective patent protection improves the chances of success for
individual inventors and small companies and increases the chances of securing investments
for those inventors and companies.

(6) Intellectual property-intensive industries in the United States—

(A) generate tens of millions of jobs for individuals in the United States; and

(B) account for more than \1/3\ of the gross domestic product of the United States.
(7) The National Security Commission on Artificial Intelligence has emphasized that—

(A) the People’s Republic of China is leveraging and exploiting intellectual property
as a critical tool within its national strategies for emerging technologies; and

(B) the United States has failed to similarly recognize the importance of intellectual
property in securing its own national security, economic interests, and technological
competitiveness.

(8) In the highly competitive global economy, the United States needs reliable and
effective patent protections to safeguard national security interests and maintain its position
as the most innovative country in the world.

(9) Congress last enacted comprehensive reforms of the patent system in 2011.

1/21/20254/45/20255/36/2023
5:30 PM
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(10) Unintended consequences of the comprehensive 2011 reform of patent laws have
become evident during the decade preceding the date of enactment of this Act, including the
strategic filing of post-grant review proceedings to depress stock prices and extort
settlements, the filing of repetitive petitions for inter partes and post-grant reviews that have
the effect of harassing patent owners, and the unnecessary duplication of work by the
district courts of the United States and the Patent Trial and Appeal Board, all of which drive
down investment in innovation and frustrate the purpose of those patent reform laws.

(11) Efforts by Congress to reform the patent system without careful scrutiny create a
serious risk of making it more costly and difficult for innovators to protect their patents
from infringement, thereby—

(A) disincentivizing United States companies from innovating; and

(B) weakening the economy of the United States.

SEC. 3. PATENT TRIAL AND APPEAL BOARD.

Section 6 of title 35, United States Code, is amended—

(1) by redesignating subsections (b), (¢), and (d) as subsections (c), (d), and (e),
respectively;

(2) by inserting after subsection (a) the following:
“(b) Code of Conduct.—

“(1) IN GENERAL.—The Director shall prescribe regulations establishing a code of
conduct for the members of the Patent Trial and Appeal Board.

“(2) CONSIDERATIONS.—In prescribing regulations under paragraph (1), the Director
shall consider the Code of Conduct for United States Judges and how the provisions of that
Code of Conduct may apply to the Patent Trial and Appeal Board.”;

(3) by striking subsection (d), as so redesignated, and inserting the following:
“(d) 3-member Panels.—

“(1) IN GENERAL.—Each appeal, derivation proceeding, post-grant review, and inter
partes review shall be heard by at least 3 members of the Patent Trial and Appeal Board,
who shall be designated by the Director. The Patent Trial and Appeal Board may grant
rehearings.

“(2) CHANGES TO CONSTITUTION OF PANEL.—After the constitution of a panel of the
Patent Trial and Appeal Board under this subsection has been made public, any changes to
the constitution of that panel, including changes that were made before the constitution of
the panel was made public, shall be noted in the record.

“(3) NO DIRECTION OR INFLUENCE.—An officer who has supervisory authority or
disciplinary authority with respect to an administrative patent judge of the Patent Trial and
Appeal Board (or a delegate of such an officer), and who is not a member of a panel
described in this subsection, shall refrain from communications with the panel that direct or
otherwise influence any merits decision of the panel.

“(4) INELIGIBILITY TO HEAR REVIEW.—A member of the Patent Trial and Appeal Board

2
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who participates in the decision to institute an inter partes review or a post-grant review of a
patent shall be ineligible to hear the review.”; and

(4) in subsection (e), as so redesignated—
(A) in the first sentence—

(1) by striking “this subsection” and inserting “the date of enactment of the
Promoting and Respecting Economically Vital American Innovation Leadership
Act”;

(i1) by striking “by the Director” and inserting “by the Director or the
Secretary”; and

(ii1) by inserting “or the Secretary, as applicable,” after “on which the
Director”; and

(B) in the second sentence—

(1) by inserting after “by the Director” the following: *, or, before the date of
enactment of the Promoting and Respecting Economically Vital American
Innovation Leadership Act, having performed duties no longer performed by
administrative patent judges,”; and

(i1) by striking “that the administrative patent judge so appointed” and inserting
“that the applicable administrative patent judge”.

SEC. 4. INTER PARTES REVIEW.

(a) Standing and Real Parties in Interest.—Section 311 of title 35, United States Code, is
amended by adding at the end the following:

“(d) Persons That May Petition.—

“(1) DEFINITION.—In this subsection, the term ‘charged with infringement’ means a real
and substantial controversy regarding infringement of a patent exists such that the person
would have standing to bring a declaratory judgment action in Federal court.

“(2) NECESSARY CONDITIONS.—A person may not file with the Office a petition to
institute an inter partes review of a patent unless the person, or a real party in interest or a
privy of the person, has been—

“(A) sued for infringement of the patent; or
“(B) charged with infringement of the patent.

“(e) Real Party in Interest.—For purposes of this chapter, a person that, directly or through an
affiliate, subsidiary, or proxy, makes a financial contribution to the preparation for, or conduct
during, an inter partes review on behalf of a petitioner shall be considered a real party in interest
of that petitioner.”.

(b) Institution Decision Rehearing Timing.—Section 314 of title 35, United States Code, is
amended by adding at the end the following:

“(e) Rehearing.—Not later than 45 days after the date on which a request for rehearing from a
determination by the Director under subsection (b) is filed, the Director shall finally decide any

3
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request for reconsideration, rehearing, or review with respect to the determination, except that

bh)

the Director may, for good cause shown, extend that 45-day period by not more than 30 days.”.
(c) Eliminating Repetitive Proceedings.—
(1) IN GENERAL.—Section 315 of title 35, United States Code, is amended—

(A) in subsection (b), by amending the second sentence to read as follows: “The
time limitation set forth in the preceding sentence shall not bar a request for joinder
under subsection (d), but shall establish a rebuttable presumption against joinder for
the requesting person.”;

(B) by redesignating subsections (c), (d), and (e) as subsections (d), (e), and (f),
respectively;

(C) by inserting after subsection (b) the following:
“(c) Single Forum.—

“(1) IN GENERAL.—If an inter partes review is instituted challenging the validity of a
patent, the petitioner, a real party in interest, or a privy of the petitioner may not file or
maintain, in a civil action arising in whole or in part under section 1338 of title 28, or in a
proceeding before the International Trade Commission under section 337 of the Tariff Act
of 1930 (19 U.S.C. 1337), a claim, a counterclaim, or an affirmative defense challenging the
validity of any claim of the patent on any ground described in section 311(b).

“(2) CONSIDERATIONS.—In determining whether to institute a proceeding under this
chapter, subject to the provisions of subsections (a)(1) and (g), the Director may not reject a
petition requesting an inter partes review on the basis of the petitioner, a real party in
interest, or a privy of the petitioner filing or maintaining a claim, a counterclaim, or an
affirmative defense challenging the validity of the applicable patent in any civil action
arising in whole or in part under section 1338 of title 28, or in a proceeding before the
International Trade Commission under section 337 of the Tariff Act of 1930 (19 U.S.C.
1337).”;

(D) by amending subsection (d), as so redesignated, to read as follows:
“(d) Joinder.—

“(1) IN GENERAL.—If the Director institutes an inter partes review, the Director, in the
discretion of the Director, may join as a party to that inter partes review any person that
properly files a request to join the inter partes review and a petition under section 311 that
the Director, after receiving a preliminary response under section 313 or the expiration of
the time for filing such a response, determines warrants the institution of an inter partes
review under section 314.

“(2) TIME-BARRED PERSON.—Pursuant to paragraph (1), the Director, in the discretion of
the Director, may join as a party to an inter partes review a person that did not satisfy the
time limitation under subsection (b) that rebuts the presumption against joinder, except that
any such person shall not be permitted to serve as the lead petitioner and shall not be
permitted to maintain the inter partes review unless a petitioner that satisfied the time
limitation under subsection (b) remains in the inter partes review.”;

(E) by amending subsection (e), as so redesignated, to read as follows:

4
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“(e) Multiple Proceedings.—

“(1) IN GENERAL.—Notwithstanding sections 135(a), 251, and 252, and chapter 30, after
a petition to institute an inter partes review is filed, if another proceeding or matter
involving the patent is before the Office—

“(A) the parties shall notify the Director of that other proceeding or matter—

“(i) not later than 30 days after the date of entry of the notice of filing date
accorded to the petition; or

“(i1) if the other proceeding or matter is filed after the date on which the
petition to institute an inter partes review is filed, not later than 30 days after the
date on which the other proceeding or matter is filed; and

“(B) the Director shall issue a decision determining the manner in which the inter
partes review or other proceeding or matter may proceed, including providing for stay,
transfer, consolidation, or termination of any such matter or proceeding.

“(2) CONSIDERATIONS.—In determining whether to institute a proceeding under this
chapter, the Director shall, unless the Director determines that the petitioner has
demonstrated exceptional circumstances, reject any petition that presents prior art or an
argument that is the same or substantially the same as prior art or an argument that
previously was presented to the Office.”;

(F) by amending subsection (f), as so redesignated, to read as follows:

“(f) Estoppel.—

“(1) IN GENERAL.—A petitioner that has previously requested an inter partes review of a
claim in a patent under this chapter, or a real party in interest or a privy of such a petitioner,
may not request or maintain another proceeding before the Office with respect to that patent
on any ground that the petitioner raised or reasonably could have raised in the petition
requesting or during the prior inter partes review, unless—

“(A) after the filing of the initial petition, the petitioner, or a real party in interest or
a privy of the petitioner, is charged with infringement of additional claims of the
patent;

“(B) a subsequent petition requests an inter partes review of only the additional
claims of the patent that the petitioner, or a real party in interest or a privy of the
petitioner, is later charged with infringing; and

“(C) that subsequent petition is accompanied by a request for joinder to the prior
inter partes review, which overcomes the rebuttable presumption against joinder set
forth in subsection (b), and which the Director shall grant if the Director authorizes an
inter partes review to be instituted on the subsequent petition under section 314.

“(2) JOINED PARTY.—Any person joined as a party to an inter partes review, and any real
party in interest or any privy of such person, shall be estopped under this subsection and
subsections (c)(1) and (e)(2) to the same extent as if that person, real party in interest, or
privy had been the first petitioner in that inter partes review.”; and

(G) by adding at the end the following:
5
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“(g) Federal Court and International Trade Commission Validity Determinations.—An inter
partes review of a patent claim may not be instituted or maintained if, in a civil action arising in
whole or in part under section 1338 of title 28, or in a proceeding before the International Trade
Commission under section 337 of the Tariff Act of 1930 (19 U.S.C. 1337), in which the
petitioner, a real party in interest, or a privy of the petitioner is a party, the court, or the
International Trade Commission, as applicable, has entered a final judgment that decides a
challenge to the validity of the patent claim with respect to any ground described in section
311(b).”.

(2) TECHNICAL AND CONFORMING AMENDMENTS.—Section 316(a) of title 35, United
States Code, is amended—

(A) in paragraph (11), by striking “section 315(c)” and inserting “section 315(d)”;
and

(B) in paragraph (12), by striking “section 315(¢c)” and inserting “section 315(d)”.

(d) Conduct of Inter Partes Review.—Section 316 of title 35, United States Code, is
amended—

(1) in subsection (a)—
(A) by amending paragraph (5) to read as follows:

“(5) setting forth standards and procedures for discovery of relevant evidence, including
that such discovery shall be limited to—

“(A) the deposition of witnesses submitting affidavits or declarations;
“(B) evidence identifying the real parties in interest of the petitioner; and
“(C) what is otherwise necessary in the interest of justice;”;
(B) by amending paragraph (9) to read as follows:

“(9) setting forth standards and procedures for—

“(A) allowing the patent owner to move to amend the patent under subsection (d) to
cancel a challenged claim or propose a reasonable number of substitute claims;

“(B) allowing the Patent Trial and Appeal Board to provide guidance on substitute
claims proposed by the patent owner;

“(C) allowing the patent owner to further revise proposed substitute claims after the
issuance of guidance described in subparagraph (B); and

“(D) ensuring that any information submitted by the patent owner in support of any
amendment entered under subsection (d), and any guidance issued by the Patent Trial
and Appeal Board, is made available to the public as part of the prosecution history of
the patent;”;

(C) in paragraph (12), by striking “and” at the end;
(D) in paragraph (13), by striking the period at the end and inserting *“; and”; and
(E) by adding at the end the following:

“(14) setting forth the standards for demonstrating exceptional circumstances under

6
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sections 303(e)(1) and 315(e)(2).”;
(2) by amending subsection (e) to read as follows:
“(e) Evidentiary Standards.—

“(1) PRESUMPTION OF VALIDITY.—The presumption of validity under section 282(a) shall
apply to previously issued claims of a patent that is challenged in an inter partes review
under this chapter.

“(2) BURDEN OF PROOF.—In an inter partes review under this chapter—

“(A) the petitioner shall have the burden of proving a proposition of unpatentability
of a previously issued claim of a patent by clear and convincing evidence; and

“(B) the petitioner shall have the burden of persuasion, by a preponderance of the
evidence, with respect to a proposition of unpatentability for any substitute claim
proposed by the patent owner.”; and

(3) by adding at the end the following:
“(f) Claim Construction.—For the purposes of this chapter—

“(1) each challenged claim of a patent, and each substitute claim proposed in a motion to
amend, shall be construed as the claim would be construed under section 282(b) in an action
to invalidate a patent, including by construing each such claim in accordance with—

“(A) the ordinary and customary meaning of the claim as understood by a person
having ordinary skill in the art to which the claimed invention pertains; and

“(B) the prosecution history pertaining to the patent; and

“(2) if a court has previously construed a challenged claim of a patent or a challenged
claim term in a civil action to which the patent owner was a party, the Office shall consider
that claim construction.”.

(e) Settlement.—Section 317(a) of title 35, United States Code, is amended by striking the
second sentence.

(f) Timing to Issue Trial Certificate and Decisions on Rehearing.—Section 318 of title 35,
United States Code, is amended—

(1) in subsection (b), by inserting “, not later than 60 days after the date on which the
parties to the inter partes review have informed the Director that the time for appeal has
expired or any appeal has terminated,” after “the Director shall”; and

(2) by adding at the end the following:

“(e) Rehearing.—Not later than 90 days after the date on which a request for rehearing of a
final written decision issued by the Patent and Trial Appeal Board under subsection (a) is filed,
the Board or the Director shall finally decide any request for reconsideration, rehearing, or
review that is submitted with respect to the decision, except that the Director may, for good
cause shown, extend that 90-day period by not more than 60 days.

“(f) Review by Director.—

“(1) IN GENERAL.—The Director may grant rehearing, reconsideration, or review of a

7
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decision by the Patent Trial and Appeal Board issued under this chapter.

“(2) REQUIREMENTS.—Any reconsideration, rehearing, or review by the Director, as
described in paragraph (1), shall be issued in a separate written opinion that—

“(A) is made part of the public record; and

“(B) sets forth the reasons for the reconsideration, rehearing, or review of the
applicable decision by the Patent Trial and Appeal Board.

“(g) Rule of Construction.—For the purposes of an appeal permitted under section 141, any
decision on rehearing, reconsideration, or review of a final written decision of the Patent Trial
and Appeal Board under subsection (a) of this section that is issued by the Director shall be
deemed to be a final written decision of the Patent Trial and Appeal Board.”.

(g) Timing to Issue Decisions on Remand.—Section 319 of title 35, United States Code, is
amended—

(1) by striking “A party” and inserting the following:
“(a) In General.—A party”’; and
(2) by adding at the end the following:

“(b) Timing on Remand After Appeal.—Not later than 120 days after the date on which a
mandate issues from the court remanding to the Patent Trial and Appeal Board after an appeal
under subsection (a), the Board or the Director shall finally decide any issue on remand, except
that the Director may, for good cause shown, extend that 120-day period by not more than 60
days.”.

SEC. 5. POST-GRANT REVIEW.

(a) Real Parties in Interest.—Section 321 of title 35, United States Code, is amended by
adding at the end the following:

“(d) Real Party in Interest.—For purposes of this chapter, a person that, directly or through an
affiliate, subsidiary, or proxy, makes a financial contribution to the preparation for, or conduct
during, a post-grant review on behalf of a petitioner shall be considered a real party in interest of
that petitioner.”.

(b) Timing to Issue Decisions on Rehearing.—Section 324 of title 35, United States Code, is
amended by adding at the end the following:

“(f) Rehearing.—Not later than 45 days after the date on which a request for rehearing from a
determination by the Director under subsection (c) is filed, the Director shall finally decide any
request for reconsideration, rehearing, or review with respect to the determination, except that
the Director may, for good cause shown, extend that 45-day period by not more than 30 days.”.

(c) Eliminating Repetitive Proceedings.—Section 325 of title 35, United States Code, is
amended—

(1) by redesignating subsections (c) through (f) as subsections (d) through (g),
respectively;

(2) by inserting after subsection (b) the following:
8
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“(c) Single Forum.—

“(1) IN GENERAL.—If a post-grant review is instituted challenging the validity of a patent,
the petitioner, a real party in interest, or a privy of the petitioner may not file or maintain, in
a civil action arising in whole or in part under section 1338 of title 28, or in a proceeding
before the International Trade Commission under section 337 of the Tariff Act of 1930 (19
U.S.C. 1337), a claim, a counterclaim, or an affirmative defense challenging the validity of
any claim of the patent.

“(2) CONSIDERATIONS.—In determining whether to institute a proceeding under this
chapter, subject to the provisions of subsections (a)(1) and (h), the Director may not reject a
petition requesting a post-grant review on the basis of the petitioner, a real party in interest,
or a privy of the petitioner filing or maintaining a claim, a counterclaim, or an affirmative
defense challenging the validity of the patent in any civil action arising in whole or in part
under section 1338 of title 28, or in a proceeding before the International Trade
Commission under section 337 of the Tariff Act of 1930 (19 U.S.C. 1337).”;

(3) by amending subsection (e), as so redesignated, to read as follows:
“(e) Multiple Proceedings.—

“(1) IN GENERAL.—Notwithstanding sections 135(a), 251, and 252, and chapter 30, after
a petition to institute a post-grant review is filed, if another proceeding or matter involving
the patent is before the Office—

“(A) the parties shall notify the Director of that other proceeding or matter—

“(i) not later than 30 days after the date of entry of the notice of filing date
accorded to the petition; or

“(i1) if the other proceeding or matter is filed after the date on which the
petition to institute an inter partes review is filed, not later than 30 days after the
date on which the other proceeding or matter is filed; and

“(B) the Director shall issue a decision determining the manner in which the post-
grant review or other proceeding or matter may proceed, including providing for stay,
transfer, consolidation, or termination of any such matter or proceeding.

“(2) CONSIDERATIONS.—In determining whether to institute a proceeding under this
chapter, the Director shall, unless the Director determines that the petitioner has
demonstrated exceptional circumstances, reject any petition that presents prior art or an
argument that is the same or substantially the same as prior art or an argument that
previously was presented to the Office.”;

(4) by amending subsection (f), as so redesignated, to read as follows:

“(f) Estoppel.—

“(1) IN GENERAL.—A petitioner that has previously requested a post-grant review of a
claim in a patent under this chapter, or a real party in interest or a privy of a petitioner, may
not request or maintain another proceeding before the Office with respect to that patent on
any ground that the petitioner raised or reasonably could have raised in the petition
requesting or during the prior post-grant review, unless—
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“(A) after the filing of the initial petition, the petitioner, or a real party in interest or
a privy of the petitioner, is charged with infringement of additional claims of the
patent;

“(B) a subsequent petition requests an inter partes review of only the additional
claims of the patent that the petitioner, or a real party in interest or a privy of the
petitioner, is later charged with infringing; and

“(C) that subsequent petition is accompanied by a request for joinder to the prior
post-grant review, which the Director shall grant if the Director authorizes a post-grant
review to be instituted on the subsequent petition under section 324.

“(2) JOINED PARTY.—Any person joined as a party to a post-grant review, and any real
party in interest or any privy of such person, shall be estopped under this subsection and
subsections (¢)(1) and (e)(2) to the same extent as if that person, real party in interest, or
privy had been the first petitioner in that post-grant review.”; and

(5) by adding at the end the following:

“(h) Federal Court and International Trade Commission Validity Determinations.—A post-
grant review of a patent claim may not be instituted or maintained if, in a civil action arising in
whole or in part under section 1338 of title 28, or in a proceeding before the International Trade
Commission under section 337 of the Tariff Act of 1930 (19 U.S.C. 1337), in which the
petitioner, a real party in interest, or a privy of the petitioner is a party, the court, or the
International Trade Commission, as applicable, has entered a final judgment that decides a
challenge to the validity of the patent claim.”.

(d) Conduct of Post-grant Review.—Section 326 of title 35, United States Code, is amended—
(1) in subsection (a)—
(A) by amending paragraph (5) to read as follows:

“(5) setting forth standards and procedures for discovery of relevant evidence, including
that such discovery shall be limited to—

“(A) the deposition of witnesses submitting affidavits or declarations;
“(B) evidence identifying the real parties in interest of the petitioner; and
“(C) what is otherwise necessary in the interest of justice;”;
(B) by amending paragraph (9) to read as follows:

“(9) setting forth standards and procedures for—

“(A) allowing the patent owner to move to amend the patent under subsection (d) to
cancel a challenged claim or propose a reasonable number of substitute claims;

“(B) allowing the Patent Trial and Appeal Board to provide guidance on substitute
claims proposed by the patent owner;

“(C) allowing the patent owner to further revise proposed substitute claims after the
issuance of guidance described in subparagraph (B); and

“(D) ensuring that any information submitted by the patent owner in support of any
amendment entered under subsection (d), and any guidance issued by the Patent Trial
10
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and Appeal Board, is made available to the public as part of the prosecution history of
the patent;”;

(C) in paragraph (11), by striking “section 325(¢)” and inserting “section 325(d)”;
(D) in paragraph (12), by striking the period at the end and inserting ““; and”; and
(E) by adding at the end the following:

“(13) setting forth the standards for demonstrating exceptional circumstances under
section 325(e)(2).”;
(2) by amending subsection (e) to read as follows:
“(e) Evidentiary Standards.—

“(1) PRESUMPTION OF VALIDITY.—The presumption of validity under section 282(a) shall
apply to previously issued claims of a patent that is challenged in a post-grant review under
this chapter.

“(2) BURDEN OF PROOF.—In a post-grant review under this chapter—

“(A) the petitioner shall have the burden of proving a proposition of unpatentability
of a previously issued claim of a patent by clear and convincing evidence; and

“(B) the petitioner shall have the burden of persuasion, by a preponderance of the
evidence, with respect to a proposition of unpatentability for any substitute claim
proposed by the patent owner.”; and

(3) by adding at the end the following:
“(f) Claim Construction.—For the purposes of this chapter—

“(1) each challenged claim of a patent, and each substitute claim proposed in a motion to
amend, shall be construed as the claim would be construed under section 282(b) in an action
to invalidate a patent, including by construing each such claim in accordance with—

“(A) the ordinary and customary meaning of the claim as understood by a person
having ordinary skill in the art to which the claimed invention pertains; and

“(B) the prosecution history pertaining to the patent; and

“(2) if a court has previously construed a challenged claim of a patent or a challenged
claim term in a civil action to which the patent owner was a party, the Office shall consider
that claim construction.”.

(e) Settlement.—Section 327(a) of title 35, United States Code, is amended by striking the
second sentence.

(f) Timing to Issue Trial Certificates and Decisions on Rehearing.—Section 328 of title 35,
United States Code, is amended—

(1) in subsection (b), by inserting “, not later than 60 days after the date on which the
parties to the post-grant review have informed the Director that the time for appeal has
expired or any appeal has terminated,” after “the Director shall”; and

(2) by adding at the end the following:

11
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“(e) Rehearing.—Not later than 90 days after the date on which a request for rehearing of a
final written decision issued by the Patent and Trial Appeal Board under subsection (a) is filed,
the Board or the Director shall finally decide any request for reconsideration, rehearing, or
review that is submitted with respect to the decision, except that the Director may, for good
cause shown, extend that 90-day period by not more than 60 days.

“(f) Review by Director.—

“(1) IN GENERAL.—The Director may grant rehearing, reconsideration, or review of a
decision by the Patent Trial and Appeal Board issued under this chapter.

“(2) REQUIREMENTS.—Any reconsideration, rehearing, or review by the Director, as
described in paragraph (1), shall be issued in a separate written opinion that—

“(A) is made part of the public record; and

“(B) sets forth the reasons for the reconsideration, rehearing, or review of the
decision by the Patent Trial and Appeal Board.

“(g) Rule of Construction.—For the purposes of an appeal permitted under section 141, any
decision on rehearing, reconsideration, or review of a final written decision of the Patent Trial
and Appeal Board under subsection (a) of this section that is issued by the Director shall be
deemed to be a final written decision of the Patent Trial and Appeal Board.”.

(g) Timing to Issue Decisions on Remand.—Section 329 of title 35, United States Code, is
amended—

(1) by striking “A party” and inserting the following:
a) In General.—A party’; an
“@InG l.—A party”; and
(2) by adding at the end the following:

“(b) Timing on Remand After Appeal.—Not later than 120 days after the date on which a
mandate issues from the court remanding to the Patent Trial and Appeal Board after an appeal
under subsection (a), the Board or the Director shall finally decide any issue on remand, except
that the Director may, for good cause shown, extend that 120-day period by not more than 60
days.”.

SEC. 6. REEXAMINATION OF PATENTS.

(a) Request for Reexamination.—Section 302 of title 35, United States Code, is amended by
inserting after the second sentence the following: “The request must identify all real parties in
interest and certify that reexamination is not barred under section 303(d).”.

(b) Reexamination Barred.—Section 303 of title 35, United States Code, is amended—
(1) in subsection (a), by striking the third sentence; and
(2) by adding at the end the following:

“(d) An ex parte reexamination may not be ordered if the request for reexamination is filed
more than 1 year after the date on which the requester or a real party in interest or a privy of the
requester is served with a complaint alleging infringement of the patent. For purposes of this
chapter, a person that directly or through an affiliate, subsidiary, or proxy makes a financial
contribution to the preparation for, or conduct during, an ex parte reexamination on behalf of a

12
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requester shall be considered a real party in interest of the requester.
“(e) In determining whether to order an ex parte reexamination, the Director—

“(1) shall, unless the Director determines that the requestor has demonstrated exceptional
circumstances, reject any request that presents prior art or an argument that is the same or
substantially the same as prior art or an argument that previously was presented to the
Office; and

“(2) may reject any request that the Director determines has used a prior Office decision
as a guide to correct or bolster a previous deficient request filed under this chapter or a
previous deficient petition filed under chapter 31 or 32.”.

(c) Reexamination Order by Director.—Section 304 of title 35, United States Code, is
amended, in the first sentence, by inserting after “resolution of the question” the following: *,
unless the Director determines that the request for reexamination should be rejected under
subsection (d) or (e) of section 303, in which case the Director shall issue an order denying
reexamination”.

SEC. 7. ELIMINATION OF USPTO FEE DIVERSION.

(a) Funding.—Section 42 of title 35, United States Code, is amended—
(1) in subsection (a), by striking “All fees” and inserting the following:
“(a) Fees for Service by PTO.—AlI fees”;
(2) in subsection (b)—
(A) by striking “All fees paid to the Director and all appropriations” and inserting
the following:
“(b) Innovation Promotion Fund.—All fees paid to the Director”; and

(B) by striking “Patent and Trademark Office Appropriation Account” and inserting
“United States Patent and Trademark Office Innovation Promotion Fund”;

(3) by striking subsection (c) and inserting the following:
“(c) Collection of Funds for PTO Activities.—

“(1) IN GENERAL.—Fees authorized in this title or any other Act to be charged or
established by the Director shall be collected by the Director and shall be available to the
Director until expended to carry out the activities of the Patent and Trademark Office.

“(2) USE OF FEES.—

“(A) PATENT FEES.—Any fees that are collected under this title, and any surcharges
on such fees, may only be used for expenses of the Office relating to the processing of
patent applications and for other activities, services, and materials relating to patents
and to cover a proportionate share of the administrative costs of the Office.

“(B) TRADEMARK FEES.—Any fees that are collected under section 31 of the
Trademark Act of 1946 (as defined in subsection (d)(1)) (15 U.S.C. 1113), and any
surcharges on such fees, may only be used for expenses of the Office relating to the
processing of trademark registrations and for other activities, services, and materials

13
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relating to trademarks and to cover a proportionate share of the administrative costs of
the Office.”;

(4) by redesignating subsections (d) and (e) as subsections (e) and (f), respectively;
(5) by inserting after subsection (c) the following:

“(d) Revolving Fund.—
“(1) DEFINITIONS.—In this subsection—

“(A) the term ‘Fund’ means the United States Patent and Trademark Office
Innovation Promotion Fund established under paragraph (2); and

“(B) the term ‘Trademark Act of 1946’ means the Act entitled ‘An Act to provide
for the registration and protection of trademarks used in commerce, to carry out the
provisions of certain international conventions, and for other purposes’, approved July
5, 1946 (15 U.S.C. 1051 et seq.) (commonly referred to as the ‘Trademark Act of
1946’ or the ‘Lanham Act’).

“(2) ESTABLISHMENT.—There is established in the Treasury a revolving fund to be
known as the ‘United States Patent and Trademark Office Innovation Promotion Fund’.

“(3) DERIVATION OF RESOURCES.—There shall be deposited into the Fund any fees
collected under—

“(A) this title; or
“(B) the Trademark Act of 1946.

“(4) EXPENSES.—Amounts deposited into the Fund under paragraph (3) shall be
available, without fiscal year limitation, to cover—

“(A) to the extent consistent with the limitation on the use of fees under subsection
(c), all expenses, including all administrative and operating expenses, determined by
the Director to be ordinary and reasonable, incurred by the Director for the continued
operation of all services, programs, activities, and duties of the Office relating to
patents and trademarks, as such services, programs, activities, and duties are described
under—

“(1) this title; and
“(i1) the Trademark Act of 1946; and

“(B) all expenses incurred pursuant to any obligation, representation, or other
commitment of the Office.”;

(6) in subsection (e), as so redesignated, by striking “The Director” and inserting the
following:

“(e) Refunds.—The Director”; and

(7) in subsection (f), as so redesignated, by striking “The Secretary” and inserting the
following:

“(f) Report.—The Secretary”.
(b) Effective Date; Transfer From and Termination of Obsolete Funds.—
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(1) EFFECTIVE DATE.—The amendments made by subsection (a) shall take effect on the
first day of the first fiscal year that begins on or after the date of enactment of this Act.

(2) REMAINING BALANCES.—On the effective date described in paragraph (1), there shall
be deposited in the United States Patent and Trademark Office Innovation Promotion Fund
established under section 42(d)(2) of title 35, United States Code (as added by subsection
(a)), any available unobligated balances remaining in the Patent and Trademark Office
Appropriation Account, and in the Patent and Trademark Fee Reserve Fund established
under section 42(c)(2) of title 35, United States Code, as in effect on the day before that
effective date.

(3) TERMINATION OF RESERVE FUND.—Upon the payment of all obligated amounts in the
Patent and Trademark Fee Reserve Fund under paragraph (2), the Patent and Trademark Fee
Reserve Fund shall be terminated.

SEC. 8. INSTITUTIONS OF HIGHER EDUCATION.

Section 123(d) of title 35, United States Code, is amended to read as follows:
“(d) Institutions of Higher Education.—

“(1) DEFINITION.—In this subsection, the term ‘institution of higher education’ has the
meaning given the term in section 101(a) of the Higher Education Act of 1965 (20 U.S.C.
1001(a)).

“(2) INcLusIONs.—For purposes of this section, a micro entity shall include an applicant
who certifies that—

“(A) the applicant’s employer, from which the applicant obtains the majority of the
applicant’s income, is an institution of higher education;

“(B) the applicant has assigned, granted, conveyed, or is under an obligation by
contract or law to assign, grant, or convey, a license or other ownership interest in the
particular applications to an institution of higher education;

“(C) the applicant is an institution of higher education; or

“(D) the applicant is an organization described in section 501(c)(3) of the Internal
Revenue Code of 1986 and exempt from taxation under section 501(a) of such Code
that holds title to patents and patent applications on behalf of an institution of higher
education for the purpose of facilitating commercialization of the technologies of the
patents and patent applications.”.

SEC. 9. ASSISTING SMALL BUSINESSES IN THE UNITED
STATES PATENT SYSTEM.

(a) Definition.—In this section, the term “small business concern” has the meaning given the
term in section 3 of the Small Business Act (15 U.S.C. 632).

(b) Small Business Administration Report.—Not later than 1 year after the date of the
enactment of this Act, the Administrator of the Small Business Administration, using existing
resources, shall submit to the Committee on Small Business and Entrepreneurship of the Senate
and the Committee on Small Business of the House of Representatives a report analyzing the
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impact of—

(1) patent ownership by small business concerns; and

(2) civil actions against small business concerns arising under title 35, United States
Code, relating to patent infringement.

(c) Free Online Availability of Public Search Facility Materials.—Section 41(i) of title 35,
United States Code, is amended by adding at the end the following:

“(5) FREE ONLINE AVAILABILITY OF PUBLIC SEARCH FACILITY MATERIALS.—The Director
shall make available online and at no charge all patent and trademark information that is
available at the Public Search Facility of the Office located in Alexandria, Virginia,
including, except to the extent that licenses with third-party contractors would make such
provision financially unviable—

“(A) search tools and databases;
“(B) informational materials; and

“(C) training classes and materials.”.
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THE PREVAIL ACT WILL HELP ENSURE U.S. GLOBAL TECHNOLOGY
LEADERSHIP AND PROTECT ECONOMIC AND NATIONAL SECURITY

Patented inventions are critical for sustaining U.S. economic growth, protecting national security,
and ensuring global technological leadership. Patents incentivize investments in research and
development (R&D) and enable commercialization of emerging technologies that bolster the U.S.
competitive edge in global innovation. The Promoting and Respecting Economically Vital
American Innovation Leadership Act (PREVAIL Act) reforms rules and procedures at the Patent
Trial and Appeal Board (PTAB) to better secure and advance U.S. technological leadership. The
PTAB is the administrative body designed to provide a faster process for adjudicating patent
validity than going to federal district court.

The United States is ceding technological supremacy to China. A recent State Department study
found that the U.S. lags behind China in 37 out of 44 emerging technology areas—including
defense, space, robotics, energy, biotechnology, artificial intelligence (Al), and advanced
materials manufacturing. Former U.S. Patent and Trademark Office (USPTO) Directors from both
Democratic and Republican administrations have explained that “China’s extensive investments”
in “strengthening its intellectual property” system has “enabled it to catch up to, and in some
areas surpass, our capabilities in [AI] and other emerging technologies.”

To compete globally, the U.S. must similarly invest in protecting intellectual property rights.
However, the PTAB has become a forum where patent claims are consistently invalidated,
weakening the United States’ ability to compete on the global stage. According to USPTO data,
about 80 percent of instituted PTAB proceedings that reach a final written decision result in the
invalidation of at least one challenged patent claim, with 65 percent of those proceedings resulting
in the invalidation of all challenged patent claims.!

The PREVAIL Act makes commonsense reforms to the PTAB to promote fair treatment for
inventors, improve efficiency, and ensure that the USPTO has the resources it needs to effectively
administer a patent system that incentivizes American innovation and enables U.S. inventors to
compete.

The Bill Restores Fairness to the PTAB to Promote Innovation and Competitiveness

Problem: Currently, anyone can challenge a patent in the PTAB, even if they are not facing a
lawsuit or the threat of a lawsuit. Multiple parties can also work together to bring separate or
repeated challenges against a single patent or patent owner—including small businesses or
independent innovators with limited resources.

Solution: Require standing for PTAB challengers and limit repeated petitions. The PREVAIL Act
requires challengers to have been sued or threatened with a patent infringement lawsuit before
filing a PTAB challenge. The bill also limits multiple PTAB challenges against the same patent
by prohibiting any entity financially contributing to a PTAB challenge from bringing its own
challenge.

+USPTO, PTAB Trial Statistics FY22 End of Year Outcome Roundup 12, https://www.uspto.gov/sites/default/files/
documents/ptab aia fy2022 roundup.pdf.




Problem: Although a party must file a PTAB challenge within one year of being sued for
infringement, a loophole allows a time-barred party to challenge patents after the PTAB

filing deadline expires by joining a PTAB proceeding brought by another party.

Solution: Close the loophole. The PREVAIL Act establishes a rebuttable presumption against
joinder for a time-barred party and prohibits such a party from maintaining the proceeding after
the original challenger settles.

Problem: Currently, the same party can file multiple petitions against the same patent, allowing
challengers to paper over weaknesses in their case and increasing costs for patent owners
defending their rights.

Solution: Require a party to raise all arguments in one challenge to protect a patent owner’s right
to “quiet title” over the invention. The PREVAIL Act limits serial petitions by applying estoppel
at the time the challenge is filed, rather than after a PTAB final written decision.

Problem: When validity of a patent is challenged in district court, “clear and convincing”
evidence is needed to invalidate the patent. But at the PTAB, a petitioner need only show
invalidity by a “preponderance of the evidence” standard. Further, until recently, the PTAB
interpreted patent claims under a different standard than the district court. These differences often
lead to inconsistent results between the two tribunals.

Solution: Harmonize PTAB claim interpretation and burden of proof with federal district court.
The PREVAIL Act requires the PTAB to find a patent invalid by “clear and convincing” evidence
and requires the PTAB to interpret claims using the same “plain and ordinary meaning” standard
used in federal district court.

Problem: Some aspects of PTAB proceedings lack transparency. For example, no rules prevent
the Director from meddling in a PTAB panel’s decision.

Solution: Increase transparency. The PREVAIL Act requires the USPTO Director to issue
separate written opinions when rehearing PTAB decisions to increase transparency and reduce
concerns that the Director unfairly influences PTAB decisions. The bill also prohibits the
Director from influencing PTAB panel decisions and requires the Director to establish a code of
conduct for PTAB judges.

The Bill Improves PTAB Rules to Protect Inventors from Costly, Unnecessary Litigation

Problem: Currently, at least 85% of PTAB proceedings have a co-pending proceeding in another
forum, like federal district court. Challengers get several bites at the apple by raising the same or
similar validity challenges at the PTAB and the other forum.

Solution: End duplicative patent challenges. The PREVAIL Act requires a party to choose
between making its validity challenges before the PTAB or in another forum, such as federal
court. The bill also requires a party that is already involved in a separate proceeding to agree not
to pursue the claims in their PTAB petition in that court, or any other forum.




Problem: Often, another forum, such as a federal district court, reviews a challenger’s validity
challenge to a patent and enters a final judgment on validity before the PTAB completes its
review. Instituting or maintaining a PTAB proceeding after the district court already has decided
validity is duplicative, inefficient, and may lead to inconsistent decisions between both tribunals.
Solution: Prioritize prior patent validity decisions. The PREVAIL Act requires the PTAB to
deny a petition or dismiss a proceeding if another forum—such as a federal court—nhas already
upheld the validity of the patent at issue.

Problem: A PTAB challenge or a reexamination request often will assert the same prior art or
arguments that the USPTO already considered during another Office proceeding. Multiple
proceedings asserting the same prior art and arguments are costly and inefficient.

Solution: Limit duplicative challenges to a patent within the USPTO. The PREVAIL Act
requires the USPTO to reject a PTAB challenge or a request to reexamine a patent where the
challenge or request includes arguments that were previously considered by the USPTO, absent
exceptional circumstances.

The Bill Ensures the USPTO Has the Resources It Needs to Administer a Patent System that
Promotes Innovation

Problem: Since 2010, approximately $409.8 million in user fees have been diverted from the
USPTO.

Solution: Eliminate fee diversion. The PREVAIL Act ends the practice of diverting fees
collected by the USPTO to other unrelated federal agencies and programs by establishing a
new revolving fund in the U.S. Treasury to ensure the USPTO has the funding necessary for
timely and quality examination.

Problem: Small businesses do not always have the resources they need to navigate the patent
system.

Solution: Support innovative small businesses. The PREVAIL Act supports small businesses by
requiring the Small Business Administration to draft two reports examining the impact of patents
and abusive demand letters on small businesses. The bill also expands access to patent-searching
databases currently available only in-person at public search facilities.
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