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A. Introduction
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In September 2011, the America Invents Act - an ex-
tensive and wide-ranging patent reform law - was
enacted in the United States of America. The adop-
tion of these reforms was an attempt to (i) improve
the efficiency of the patent system itself and the pa-
tent protection offered by it, and (ii) harmonize and
bring the patent system of the United States into
closer proximity with the systems of the rest of the
world. Consistent with this objective of harmoni-
zation, the America Invents Act introduced a ma-
jor change by replacing the existing “first-to- in-
vent” principle with the “first-(inventor)-to-file”
principle.

This article will begin with a brief overview of the
history of patent reform in the United States leading
up to the America Invents Act in section I1. Section I11
will describe the two systems of first-to-invent and
first-to-file in view of their merits and flaws. Section
1V will focus on the first-inventor-to-file principle
that has been adopted with the America Invents Act.
In section V, this article will discuss the reasons ren-
dering the transition necessary and the grounds of
opposition to it. Section V reviews what the transi-
tion to first-inventor-to-file entails and the possi-
ble impacts and repercussions. Other main areas of
change will be mentioned and outlined in section
VI. The last section of the article, section VIII, con-
tains the conclusion.
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B. A Brief History of Patent

Reform in the United States

Pre-20th century

The first patent laws in the United States were en-
acted in 1790 by President George Washington and
constitute the basis of the US patent system. The
statute was titled “An Act to Promote the Progress
of Useful Arts” and is significant for pioneering, in
the United States, the conferment by law of rights
of inventors to their creations. It established a Pat-
ent Board, whose members were given absolute au-
thority to grant a patent.!

The years leading up to 1836 saw several changes in
the system (1793, 1800 and 1832) and culminated in
a revision of the patent laws, subsequently requir-
ing applications to be examined for novelty before a
patent could be granted. The latter part of the 19th
century saw many developments, including (i) in the
patent law itself, owing to the establishment of in-
ternational organizations like the Paris Convention
for the Protection of Industrial Property of 1883,
which the US joined in 1887;3 and (ii) also indirectly,
due to the creation of the Circuit Courts of Appeals
in 1893 after which “appeals from the Patent Office
were transferred to the newly created Court of Ap-
peal for the District of Columbia”.* In 1952, major
amendments were made, laying down the founda-
tion for contemporary law and the patent system
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of the last six decades. This was the last significant
change prior to the adoption of the US Patent Re-
form Act of 2011.

. 21st century

In recent years, especially since the year 2000, there
have been repeated attempts to improve and harmo-
nize patent law, e.g. the Patent Reform Acts of 2005,
2007 and 2009. The Reform Act of 2005 was in part
based on and supported by reports by the Federal
Trade Commission in 2003 and the National Academy
of Sciences in 2004. Though the overall system was
thought to work well, several modifications were
considered necessary in light of the granting of ques-
tionable business-method patents, complications re-
garding the scope and impact of software patents, in-
creasing and expensive patent litigation and the lack
of harmonization on international levels.®

Among other changes, the Act also proposed a shift
from the first-to-invent system.® However, any
change in the patent system would have various far-
reaching impacts on most industries, owing to the
technical, economic and legal significance of patents.
This ensured the existence of intense scrutiny from
many industry giants, undeniably looking to protect
their interests.” Accordingly, heavy lobbying, an ab-
sence of consensus and the existing socio-political
setting all led to a failure to enact the proposed re-
form. The bulk of the amendments contained in the
2005 proposal were carried over into the Reform Act
of 2007 when another attempt at changing the pat-
ent system was initiated.?

Although the bill passed the House of Representa-
tives, it failed to clear the Senate and met with an
end similar to its predecessors as a result of heavy
opposition from various sectors and influential lob-
bying.® The last amendment endeavour prior to the
America Invents Act was the Reform Act of 2009.
While closely resembling the previous proposals, the
institution of derivation proceedings was also rec-
ommended for the first time. In a culmination of the
efforts and attempts of the previous decade, in 2011
the latest Patent Reform Act - known as the Leahy-
Smith America Invents Act or, popularly, the Amer-
ica Invents Act - was passed by the United States
Congress and signed into law on 16 September 2011
by President Barack Obama.'® One very significant
change brought about by the Act was the cessation
of the first-to-invent system in favour of the first-
to-file system, as a step towards being “consistent
with patent laws throughout most of the world”.**
Other major changes include the authority accorded
to the United States Patent and Trademark Office to
determine fee structure and an overhaul of opposi-
tion and review proceedings after grant.?
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The America Invents Act stipulates that the provi-
sions will be effective upon expiration of a one-year
period unless otherwise provided in the Act. Some
changes were effective immediately, e.g. the Pro-
Bono Program and the Human Organism Prohibi-
tion. Many provisions had already come into effect
by 16 September 2012, e.g. inventor’s oath or decla-
ration, third-party submission of prior art in a pat-
ent application and post-grant review. All changes,
including the significant first-inventor-to-file, will
be effective as of 16 March 2013.*

. First-to-Invent and First-to-File

First-to-invent

Now obsolete, this is arguably the one change which
has generated the most controversy and attracted
the most opposition and criticism. In this context, it
is crucial to understand the concept underlying the
first-to-invent rule in order to competently evaluate
the impact and ramifications of the changes brought
about by the America Invents Act.

The United States previously upheld the date of an
invention as a rule of priority to determine the rights
to a patent over the date of filing of the patent appli-
cation. First-to-invent is a rule that deals with solv-
ing the key question of entitlement or ownership
of the property rights to an invention. If the first
person to develop an invention is given priority or
precedence over all others, it may be described as a
first-to-invent system. This fundamental rule shaped
the nature and workings of the patent system in the
United States.

Example 1: For instance, Inventor A invents product P on
1 March and files a patent application on 10 March. In-
ventor B independently invents the same product P on
1 February, develops it and files a patent application on
20 March. Under the first-to-invent principle, Inventor
B gets the patent.

Although not a prima facie right to the grant of a pat-
ent, when multiple parties or individuals claimed the
right to the same invention, the dispute would be in-
vestigated under interference proceedings, and the
first-to- invent would be the factor that determined
precedence and priority over other parties involved.
In other words, it was possible to rely on the date of
invention to eliminate prior art. A significant point
to be understood is that the right of the first inven-
tor under first-to-invent is not a prima facie or an ab-
solute right to the grant of a patent. There is no onus
on the issuing authority, here the United States Pat-
ent and Trademark Office, to verify whether an ap-
plicant is the first inventor. In the event that more
than one person claimed the right to the same in-
vention, an investigation was conducted and the per-
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son proven to be the first inventor of the invention
would be given priority over the others even if the
first inventor was not the first to file the patent ap-
plication, subject, of course, to all patenting require-
ments being met.** In reality, this can be problem-
atic and it involves expensive and long-drawn-out
administrative proceedings.!® The party claiming
the right to the invention or claiming to be the first
inventor is required to substantiate this claim by
producing evidence of (i) ‘conception’ of the inven-
tion or the mental act of envisaging the invention
and its application and (ii) its ‘reduction to practice’
or the subsequent efforts put into the actual imple-
mentation and fulfillment of the intended purpose
of the conceived invention.'® This could also alter-
natively be proven by the filing of a patent applica-
tion."” Hence, it is very important to maintain me-
ticulous records at every step, stage and process,
beginning with the mental act of conceiving the in-
vention and leading up to the final working of the
invention as intended. The dates, times and circum-
stances surrounding the invention all take on influ-
ential or even crucial significance in the first-to-in-
vent system.

However, it is also pertinent to note that as estab-
lished by judicial precedent and United States case
law, instances where the first inventor failed to ob-
tain rights to the patent exist. There are court rul-
ings which state that if an inventor initially sought
prolonged protection of his invention as a trade se-
cret, this act could be construed as abandonment,
concealment or suppression and lacking due dili-
gence on the part of the inventor. Consequently, the
second inventor may be conferred with the rights to
the patent. The rationale behind such a ruling is that
the patent statute encourages prompt public disclo-
sure, and in case of failure to do so, favours the other
party who accomplishes what is intended by law.*®

It may be concluded that the first-to-invent system
assures protection to the first inventor and there-
fore allows the inventor time to develop the inven-
tion and conduct further research. However, in most
cases it imposes no obligation of quick disclosure;
this somewhat defeats the purpose of the patenting
system, which is to provide protection in exchange
for revealing technical developments. This can be
seen as frustrating the objective of and the rationale
behind the patent system.*® And although the sys-
tem may seem simple and straightforward, its ap-
plication can be complicated, or at least difficult.

First-to-file

Most industrialized nations and all major countries
across the world (other than the United States) -
including European countries, Japan and Canada -
apply the ‘first-to-file’ rule of priority. Contrary to
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the first-to-invent rule, when patent rights to an in-
vention are granted to the person who filed a pat-
ent application ahead of all other contenders, it falls
under the ‘first-to-file’ system. The date of the appli-
cation, by default, determines which person is enti-
tled to the grant of a patent to an invention. Using
the same example, a different outcome is achieved.

Example 2: Inventor A invents product P on 1 March and
files a patent application on 10 March. Inventor B inde-
pendently invents the same product P on 1 February,
develops it and files a patent application on 20 March.
Unlike the previous scenario, Inventor A gets the paten-
under first-to-file.

Hence, there is the provision of an objective, clear
means of determining priority which dispenses with
any obligation on the part of the patent office to con-
duct time-consuming and cumbersome investiga-
tions to establish facts revolving around the inven-
tion. In addition, scope for dispute and litigation, or
seeking redress in courts is narrow and reduced, ow-
ing to the clear method of determining priority.*

Most first-to-file patent systems also follow abso-
lute prior art rules which stipulate that any disclo-
sure before the date of filing, even by the inventors
themselves, is to be considered prior art and would
essentially be a bar to obtaining a patent.?? The Japa-
nese Patent Office is a notable exception to this prac-
tice and provides for a six-month window of disclo-
sure in aid of universities and research institutions.?

The first-to-file system spurs early disclosure and
contributes to the development of technology. It
provides the applicant with an incentive to apply
as soon as possible and thereby ‘disclose’ the inven-
tion on the one hand, and also simultaneously acts
as a deterrent to hiding or keeping the invention
secret.?* However, it acts a disincentive to under-
take research or to spend time developing the in-
vention prior to filing or disclosing it. In the same
vein, first-to-file can be considered more favourable
and advantageous to large corporations which pos-
sess manifold resources to bring an invention faster
from the inventor’s table to the patent office in com-
parison to individual inventors and small businesses
that mostly lack financial and manpower support.?

However, with the adoption of the America Invents
Act, the United States has now adopted a first-in-
ventor-to-file regime, which will be discussed in the
next section of this article.

First-Inventor-to-File under
the America Invents Act

With the passage of the America Invents Act into law,
the patent system in the United States has figura-
tively undergone a tectonic shift. This law endorsed

2014



20

21

22

23

the conversion to a first-inventor-to-file regime, bid-
ding adieu to the two-century-old first-to-invent
tenure. Most countries of the world currently con-
form to the first-to-file principle. The United States
was one of the last countries that still adhered to the
first-to-invent system.?

Although the first-inventor-to-file system is not
identical to other systems around the world - in fact,
it is claimed to be superior to the other first-to-file
systems of other countries -?’ it is an advance to-
wards harmonization. Prior to this recent develop-
ment, this rule had consistently been successful in
resisting attempts towards change and revision.?®
In fact, this has been one of the main focal points,
if not the focal point, of the censure and opposition
that was directed at the America Invents Act during
its journey through the United States Senate and the
House of Representatives before being signed into
law by the President.

With the shift to first-inventor-to-file, the date of fil-
ing of a patent application assumes primary impor-
tance, though not to the exclusion of other patent-
ability requirements. Consequently, fast disclosure
and filing of an application after an invention has
been conceived is of paramount importance. The ef-
fective filing date is the earliest priority date or the
actual filing date in the absence of a priority claim
to an earlier application.?

Example 3: For instance, Inventor A invents product P
on 1 March and files a patent application on 10 March.
Inventor B independently invents the same product P
on 1 February, develops it and files a patent application
on 20 March. Under the new system, Inventor A gets
the patent.

However, as has been mentioned above, the patent
system of the United States has shifted to what is
now known as a first-inventor-to-file system and
not a strict first-to-file regime. The presence of cer-
tain features and exceptions has led to the major-
ity opinion that it concerns a hybrid system with
aspects borrowed from both existing concepts, but
nevertheless identical to neither the previously fol-
lowed first-to-invent nor the globally dominant
first-to-file.*

Grace period: First, it is pertinent to note the excep-
tion under the so- called grace period provided for
under 35 U.S.C. § 102(b)(1), for disclosures of own in-
ventions made during the first year prior to the ef-
fective filing date. § 102(b)(1) states

“Disclosures made 1 year or less before the effective filing
date of the claimed invention - A disclosure made 1 year or
less before the effective filing date of a claimed invention shall
not be prior art to the claimed invention under subsection

(@@ (.)>
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Example 4: To illustrate, Inventor A invents product P
on 1 October and files a patent application on 10 Octo-
ber. Inventor B independently invents the same product
P on 1 January, publishes in a scientific journal on 10 Ja-
nuary, and files a patent application on 20 October. The
publication of 10 January is prior art for Inventor A and
takes away novelty of the invention. However, B’s own
disclosure is exempt because of the grace period and In-
ventor B gets the patent in spite of a later filing date.

Hence, the retention of the one-year grace period
still affords a measure of protection to inventors in
the form of a gestation period. The establishment of
such a concept seems to be an attempt to look out
for the interests of the academic world - research
institutions, scientific publications and universities.
The provision of this grace period distinguishes the
first-inventor-to-file that has now been adopted in
the United States from other strict first-to-file sys-
tems, e.g. the European system.

Derivation proceedings: Another distinct feature of
the first-inventor-to- file system is the institution
of derivation proceedings to cover an exception for
cases where the first party to file unauthorizedly de-
rived the invention from the second party.® § 135.
states

“Derivation proceedings -

(a) INSTITUTION OF PROCEEDING - An applicant for patent
may file a petition to institute a derivation proceeding in the
Office. The petition shall set forth with particularity the ba-
sis for finding that an inventor named in an earlier applica-
tion derived the claimed invention from an inventor named
in the petitioner’s application and, without authorization, the
earlier application claiming such invention was filed (..)”*

Example 5:- Inventor A invents product P and files a pat-
ent application on 10 October. Inventor B, who works
with A in the same room, has already filed a patent ap-
plication for the same product P on 1 October. Inventor
A alleges and proves that Inventor B derived product P
from A, without authorization. Inventor A gets the pat-
ent despite having a later filing date.

“Thus, the second party may nonetheless obtain a
patent on the invention despite the first party’s ear-
lier filing date”.3* Derivation proceedings supplant
the former interference proceedings. The objective
behind the formulation of such a hybrid system is
suggestively to ensure a balance between the inter-
ests of all the affected parties across an array of fields
and industries.*
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From the United States'
Perspective: Support for Change
and Opposition to Change

Why first-inventor-to-file?

During its pendency, the America Invents Act had
been subject to considerable criticism from various
sectors of society. Nevertheless, the necessity for re-
form was not the point of contention. In fact, it was
almost uniformly acknowledged as imperative for
the following reasons.

The most important factor under consideration was
harmonization. Modifying the US patent system to
keep abreast of other international patent systems
was deemed to be the key to global collaboration.
This would result in mitigation of burdens strain-
ing all intellectual property systems because of the
existence of disparate systems. Harmonized systems
would also enhance job growth and encourage inno-
vation by opening up business avenues in new mar-
kets and simultaneously enabling the possibility of
protection across jurisdictions. As a combined conse-
quence, this would ensure the prevention of devalu-
ation of the currency of innovation.*® Consequently,
a shift from the first-to-invent rule to the first-in-
ventor-to-file rule was considered essential.

Another important factor under consideration was
that the patent system prior to the adoption of the
America Invents Act, i.e. the first-to-invent system,
was not considered to have kept pace with the as-
tounding growth and development of technology.
An outdated system implies inefficiency, and propo-
nents of the Act argued that this was reflected in the
workings of the United States Patent and Trademark
Office, which perpetually combated excessive back-
logs and furthermore resulted in inordinate amounts
of delay in the granting of patents.?” The need to
change to an efficient patent system which would
aid in expediting the patent examination and grant
processes was therefore considered imperative.

Supporters of this reform also contended that ineq-
uities and uncertainties in the patent system act as
threats to the growth of innovation and may have
devastating consequences on the economy. Shield-
ing innovators against economic and other exploi-
tation of their inventiveness and efforts is one of the
main functions of a patent system. But these uncer-
tainties in the system were leading to the exploi-
tation of the system, and inappropriate use of said
protection for financial gain. Said flaws were also
alleged to have increased the risk and cost of liti-
gation-for instance, by fostering qualitatively infe-
rior patents and encouraging speculators and patent
‘trolls’.*® The positive changes addressing these is-
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sues in the reform act lead to establishment of new,
inexpensive and fast procedures to deter and defeat
weak patents.* Also, uncertainties would be avoided
and questions regarding the rightful entitlement to
a patent would no longer rise under the first-inven-
tor-to-file system.

Why not?

On the other hand, as previously mentioned above,
the America Invents Act was also on the receiving
end of vehement opposition. Although the need for
reform in specific areas was recognized, the pro-
posed nature of the amendments was extensively
debated upon in an unfavourable light.

One of the major grounds of opposition was the pro-
spective change from the unique first-to-invent sys-
tem of the United States to the first-to file system
followed by most countries of the world. This was
mostly seen as the result of lobbying by giant cor-
porations and alleged to favour “large businesses
and in particular, well-financed, large foreign busi-
nesses over innovators”,* individual inventors and
small businesses in particular.* The competence and
efficiency of the ‘first-to file’ system was questioned
in light of revealing and unfavourable results upon
comparison with the first-to-invent practiced in the
United States.*

Furthermore, claims as to the unconstitutional na-
ture of the change were propounded, and its con-
stitutionality has been subsequently challenged in
court.”® In the United States, the first-to-invent has
long been considered and regarded as an ideology as
opposed to a mere rule that has been applied to de-
termine priority. Its origins are considered directly
traceable to the Constitution of the United States.*
The “natural law theory of rights” and “the need
to accommodate the dual sovereignty of states and
federal government”* influenced the adoption of
this system in the 18th century. As early as 1793, the
United States Congress amended the Patent Act to
state in Sec 3 as follows:

“(...)that every inventor, before he can receive a patent, shall
swear or affirm that he does verily believe, that he is the true
inventor or discoverer of the art, machine, or improvement,
for which he solicits a patent (...)”*®

Since then, the law has consistently been inter-
preted as requiring very specifically “that patents
be granted only to first inventors”.” It has therefore
long been considered an integral part of the patent
system, and even believed to be one of the princi-
pal reasons enabling and realizing innovation in the
United States. The withdrawal of the first-to- invent
in favour of the first-inventor-to-file has therefore
been vehemently opposed.
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Opponents also took issue with the claimed creation
of jobs,* and expressed scepticism, especially since
the majority opinion was that the reform would fa-
vour large corporations which outsource jobs against
small businesses and start-ups, which are one of the
major employment generators.*

Another reason for resistance against harmonization
was the resulting loss of the occasional edge that do-
mestic applicants wielded over foreign applicants.
This was seen as a justifiable and equitable measure
that helped balance the economic and resource dom-
inance of large corporations over small businesses
and individual inventors.*® In addition, general con-
cerns about the cost effectiveness, the weakness of
protection and the continued existence of sufficient
incentive to innovate subsisted among individual in-
ventors and small companies.

Impact of the Transition

This section will discuss the potential impact of the
transition from the first-to-invent to the first-in-
ventor-to-file system and the patent reforms from
various perspectives. The transition of the United
States patent system is set to happen in less than
two months. At this point, ‘educated guesses’ may
be made on the ramifications; this is ‘polite-speak’
to say that the actual impacts of the transition can
only be speculated upon.

On inventors

The segment of society that is mostly affected by
the changes in the patent system and the transition
to first-inventor-to-file is the inventor or the pat-
ent applicant. As the effects on different sectors are
divergent, this segment has been further classified
into (i) individual inventors and small businesses, (ii)
corporations and (iii) foreign applicants.

Individual inventors and small
businesses: Negative

There has been very significant opposition to the
shift to first-inventor- to-file by small businesses.
The prevalent perception among these inventors is
that abandoning the first-to-invent rule puts them
at a distinct disadvantage when compared to larger
corporations. The presumption is that in a race
to the patent office, the tortoise would never win
against the hare in the real world. To be able to judge
whether and to what extent this is true, a direct com-
parison between the two systems is required.

Time: The contention is that the first-inventor-to-
file does not allow an inventor sufficient time to de-
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velop his invention to a patentable stage. Seen on a
stand-alone basis, this may seem untrue. However,
the concept of time is relative, and in light of the
practice followed up to now under the first-to-in-
vent regime, the claim takes on realistic and high sig-
nificance. Since individual inventors and small busi-
nesses have lesser manpower and lesser financial
and technical resources at their disposal, it is logi-
cal to conclude that in actuality, they require more
time to bring the invention to completion and file a
patent application on it. Nevertheless, with the tran-
sition, two avenues in the form of the grace period
and the provisional application will be available to
inventors to grant an extended window of time to
facilitate completion of their invention. Although
not identical to the previous procedure, it does ne-
gate the protestations with regard to the provision
of sufficient time.

Money: Another important area that is affected is
money. Small businesses and especially single inven-
tors are dependent on investors to fund their inven-
tions and applications. Since timing is crucial under
the first-inventor-to-file, there is not much scope for
exploring investment possibilities.

Although not directly relevant, the fact that the
transition is accompanied by significant fee reduc-
tions for micro entities is noteworthy and should at
least be considered as a step to help offset the dis-
advantage borne by the ‘little guy’.

Considering the above, it would be realistic to imag-
ine that it would be hardest to cope with any change
in the system for the people running a one-man
show and for small businesses. However, whether
the percentage it represents is large enough to jus-
tify change or resist it, as in this case, is another
question.

Awareness about the transition and what it means
to the inventor, adopting a policy of early filing,
abandoning and amending practices that are now
rendered obsolete and utilizing any available fee
exemptions or financial advantages would contrib-
ute to mitigating the disadvantages and ensuring a
smoother transition.”*

Corporations and Co.: Positive

This is the sector that has a lot riding on this tran-
sition and patent reform. For big companies, pat-
ents today are less about innovation and more
about other things, including legal defence and cer-
tainty, market dominance, negotiating power and,
of course, monetary value. Pharmaceutical compa-
nies and, in the last decade and a half, technology
corporations are the companies which most aggres-
sively build and defend their patent portfolios. It is
not uncommon for a company’s patent portfolio to
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be valued higher than the company itself. Hundreds
of millions of dollars have been spent on lobbying
the America Invents Act and this transition through
the United States Congress. At first glance, the tran-
sition indeed seems suggestive of being beneficial
to large companies. Upon reflection, this impres-
sion is reinforced.

Harmonization: Considering that most of the compa-
nies mentioned above are multi-national giants with
a literal presence all over the globe, a harmonized
system would make allowance for convenient inter-
nal coordination to strengthen or maintain their pat-
ents. Similar patent laws and patent systems would
make strategies for investment in inventions and
patents easier to plan and implement. Having said
that, it is also pertinent to note that most big corpo-
rations already pursue practices that are geared to
maximum optimization, and will be the sector least
inconvenienced by the need to overhaul the exist-
ing procedural framework.*2

Legal certainty: The transition to first-inventor-to-
file can also be expected to benefit companies in an-
other significant manner. Due to the high monetary
investments and the economic significance of pat-
ents to companies, the legal certainty that the first-
inventor-to-file brings with it is highly welcome. The
priority rule of determination is now the date of fil-
ing the application - a straightforward, easily proven
fact. In fact, a measure like this that helps avoid or
at least narrow down the scope for litigation was de-
sired and actively pushed for.

Prior art: The impact of the post-transition prior art
provisions actually has dual connotations. One, it
may have a restrictive, if not really negative impact
from the perspective of such large multi-national
companies. Previously, prior use or disclosure out-
side the United States was not a bar to patentability
inside the United States. Therefore, companies must
now follow up applications based on foreign inven-
tions or products in a timely manner to avoid be-
ing barred from patenting their own inventions or
products. However, there is a second, positive effect
of the new prior art rules. Domestic companies or
other competitors can no longer exploit foreign in-
ventions or products of another company since any
prior art or usage, foreign or not, may now be nov-
elty-destroying and a bar to patentability. In the con-
text of disclosure, the transition will demand com-
plex strategies to be put in place. Companies would
be inclined to pre-empt competitors’ disclosure by
resorting to ‘defensive disclosures’. However, they
must be cognizant of the effect of this disclosure as a
bar to patenting in some strict first-to-file systems.>

Security concerns: One impact of the transition to
first-inventor-to-file that is less evident and unlikely
to be positive is an increase in the threat to intellec-
tual property security. With the option of swearing
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behind or proving the origins of the invention now
eliminated, there is an increased risk of intellectual
property theft. This risk is elevated, especially in
the case of big corporations where correspondence
of a sensitive or valuable nature is exchanged across
the globe.

Hence, it is quite apparent that corporations will
mostly reap benefits and be subject to impacts of a
positive nature from the transition. In a lighter vein,
it would not be surprising to shortly see a Wikileaks
publication of ‘money well spent’ emails exchanged
between these corporations.

Foreign inventors: Positive

The first-inventor-to-file has mostly been predicted
to benefit multinational and non-US companies,* by
virtue of moving a step closer to the foreign patent
systems. International companies and investors will
definitely need to acquaint themselves with the new
patent laws and system in order to facilitate smooth
navigation. In particular, the prior art provisions will
be highly relevant. Mostly, non-US companies may
choose to seek an expansion of protection interna-
tionally, subsequent to pursuit or acquisition of do-
mestic patent protection.>®

Although the transition will benefit such overseas
entities by bringing clarity and higher certainty, it
cannot claim to singlehandedly result in dramatic
consequences. Other factors such as the efficient
working of the Patent and Trademark Office and ex-
ternal economic factors may be expected to play a
bigger role on such a level.””

Academic world: Open

An atypical entity in the patenting sphere is the
world of academia - universities, scholars and re-
search bodies - since the dissemination and in-
terchange of research findings and information is
a fundamental objective of their vocation. In the
post-transition United States, publishing or disclos-
ing materials - for instance, at academic gatherings
and conferences - will not be lent with immunity
against a patentability bar.%®

Nevertheless, the first-inventor-to-file continues to
furnish armour in the form of a one-year grace pe-
riod. And there is something to be said for defensive
disclosure as a deterrent to third parties procuring
protection. Only, the problem here will be the possi-
bility of complications ensuing divergent interpreta-
tions of what exactly constitutes prior art and what
disclosures are covered by exemptions from the Pat-
ent and Trademark Office, courts and the universi-
ties themselves.*®
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Furthermore, it is relevant to record that in the pre-
transition world, overseas rights would have been
jeopardized anyway under the above- mentioned
circumstances. From that perspective, it has always
been prudent to precede such disclosures with pat-
ent applications.

It is probably unlikely that the level of restriction
imposed by the new system on this sector of pat-
enting society will have enough of an intimidating
effect as to actually be an insurmountable impedi-
ment or hindrance.

United States Patent and
Trademark Office and
courts: Positive and Dual

The United States Patent and Trademark Office has
been publicly endorsing the patent reforms and, in
particular, the adoption of the first-inventor-to-
file principle. To an organization bogged down by
tremendous backlogs - as of September 2012, over
600,000 unexamined patent applications were in
pendency -% any changes that bring forth a possi-
ble ease in administrative requirements and com-
plexities would be highly welcome, and rightly so.

A caveat must be added that it would be incorrect to
deduce that the previous first-to-invent system was
the sole or even primary reason for this sorry state
of affairs. Ergo, any expectations that the shift to
first-inventor-to-file would magically eliminate the
problems faced by the Patent and Trademark Office
would be highly flawed and misinformed. In fact, the
opposite is true, at least initially. Patent examiners
will be forced to simultaneously juggle both systems
over several years, a situation that is certain to be
fraught with complexity.

But the important thing is that the transition prof-
fers something long term - the laying of a policy and
legislative foundation that changes the trend and
can be built upon or added to.

The transition to the first-inventor-to-file indeed
provides a higher level of certainty by removing
subjective elements, and this can reasonably be ex-
pected to result in achieving higher efficiency lev-
els and a lower scope for disputes at the Patent and
Trademark Office.

The same can be said of courts in a manner. The cer-
tainty brought by the institution of objective factors
to determine patent priority can be expected to be
received favourably by courts. However, the United
States is a nation of court precedent. Unlike the Pat-
ent and Trademark Office, the courts will be dealing
with the interpretation of highly complex and intri-
cate questions of both the old and the new laws for
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an extended period. This could prove costly, espe-
cially in light of the fact that a reduction in litiga-
tion was a much desired consequence expected from
the transition.

It is therefore presently unclear whether the posi-
tive impacts will outweigh the accompanying nec-
essary evils.

. Other changes

The transition to first-inventor-to-file will not be
able to singlehandedly render all the desired changes
possible. A supporting framework dealing with other
aspects of patent process and litigation is neces-
sary. Accordingly, the range of policy and statutory
changes effected by the America Invents Act is ex-
tensive. Some important changes are mentioned
below.

Prior art changes: Previously, third-party use or
foreign sales did not automatically preclude pat-
ent protection in the United States. However, nov-
elty provisions in the America Invents Act have been
broadened to implicitly include foreign public use,
foreign sales and foreign offers for sale as prior art
by effectively abolishing the so-called Hilmer doc-
trine.®* “The Hilmer doctrine disadvantaged non-
U.S. inventors who filed an application in their home
country prior to filing in the U.S. under the Paris
Convention, because the foreign application was not
effective prior art against any other U.S. application
under § 102(e) as it was not ‘filed in the U.S.”¢

USPTO authority Re. Fees: “Subject to public hear-
ings and Congressional oversight”,* the USPTO may
now fix its own fee schedule. The America Invents
Act does not give the United States Patent and Trade-
mark Office either full control of its funds or full
immunity from fee diversion. Instead, a Patent and
Trademark Fee Reserve Fund has been established
to collect excess fees.®

Filing by other than inventor: With the adoption of
the first-inventor-to- file, the patent system now
permits an assignee, for instance, an employer, to
file and prosecute a patent application, i.e. to be the
applicant. “The term ‘applicant’ is no longer synon-
ymous with ‘inventor’”.%

Pre-issuance Submissions of prior art may be made
by third parties during prosecution. Restrictions
which were imposed previously on the number and
nature of such submissions have now been amended
to make such filings more viable and attractive.®®

Reexamination: Previously, ex parte and inter par-
tes re-examination and litigation upon infringe-
ment were the avenues for challenging validity of
patents. Ex parte re-examination procedures have
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mostly been retained, but inter partes re-examination
has been replaced by the new Inter Partes®” Review
as a way of providing parties with enhanced tools.

Addition of Post-Grant Review as a new mechanism
to challenge a patent. These proceedings are sim-
ilar to opposition proceedings in other countries
and have a broader scope in comparison to re-ex-
amination proceedings. Post-Grant Review may only
be triggered in the nine-month window after the
grant of a patent.®® Any person other than the pat-
ent owner may initiate the petition by raising any
premise of invalidity, but this action may only be
initiated if no redress in the form of a civil action
has been sought.®

Supplemental Examination is another new addition.
The America Invents Acts has furnished patent own-
ers with the opportunity for consideration and cor-
rection of errors or omissions.”

Patent Trial and Appeal Board replaces the existing
Board of Patent Appeals and Interferences. Its duties
will include “reviewing decisions and appeals of re-
examinations, conducting derivation proceedings
and inter partes- and post grant reviews”.”!

Other changes:

+  No tax strategy patents deemed to be within
prior art.”

+  Human organisms not patentable.”

»  Best-Mode no longer constitutes basis for invali-
dity, albeit remaining a technical requirement.”

+  Significant amendments made to patent mar-
king law - requirements for lawsuits aimed at li-
miting qui tam cases; also, “only the United Sta-
tes may sue for penalty”.”

+  Prior commercial use: prior use rights as a de-
fence to infringement have been expanded in
scope under Sec. 5 of the America Invents Act.”

Conclusion

The America Invents Act has introduced extensive
and long overdue changes to the patent system of
the United States. As is common to the introduction
of any major legislation, it has simultaneously been
acclaimed as the change that will drive economic
growth in the 21st century and denounced as being
the downfall of innovation.

The purpose of introducing sweeping changes to
the patent system was the stimulation of ‘economic
growth’ - two words which take on a whole new
meaning in current times, considering that ‘stagna-
tion’ and ‘slump’ are possibly the most positive ad-
jectives being used to describe the condition of econ-
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omies the world over. The implementation of the
first-inventor-to-file rule was expected to contribute
to and act as a stimulus to growth in multiple ways:
accelerate the patent process, help innovators com-
mercialize their inventions faster and thereby gen-
erate employment opportunities, prevent needless
and expensive dispute and litigation and primarily
shift the focus from procedural red-tape to innova-
tion.”” A tall order indeed for any legislation.

There has been continuous and ongoing speculation
as to the ramifications since the first-inventor-to-file
is yet come into effect.

The purpose is laudable, but it is evident that transi-
tioning the system to a first-inventor-to-file regime
will neither be able to satisfy all the different par-
ties affected by it nor will it alone suffice to fulfil the
ambitious aims that effected the change. It requires
additional fortification and support in the form of a
robust legal framework that provides

+ additional certainty - e.g. in the form of a pre-
dictable damages award,

+ improved patent quality rendered possible by
continued court assistance and regulation,

« and an efficient Patent and Trademark Office to
enforce and implement the above.”

However, it is premature to conclude that the tran-
sition is doomed to disappoint. At present, the tran-
sition promises to pave the way for more objectivity
in patent law.” It is also reasonable to be optimis-
tic about the predictions as to the positive impacts
the change is hoped to bring about. Together with
the other supporting changes brought about by the
America Invents Act, the change to first-inventor-
to-file may be expected to make significant inroads
towards progress.

In conclusion, it is justifiable to describe this transi-
tion as a historical milestone for the United States.
As a cog in the patent wheel, it is sure to roll the pat-
ent world into interesting or shall we say, innova-
tive times.
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