dentons.com DENTONS

Insights and Commentary
from Dentons

On March 31, 2013, three pre-eminent law firms—Salans, Fraser Milner Casgrain,
and SNR Denton—combined to form Dentons, a Top 10 global law firm with

more than 2,500 lawyers and professionals worldwide.

This document was authored by representatives of one of the founding
firms prior to our combination launch, and it continues to be

offered to provide our clients with the information they need

to do business in an increasingly complex, interconnected

and competitive marketplace.



ESSENTIAL CALIFORNIA LEGAL CONTENT | WEEK OF JUNE 4, 2012 | VOL. 136, NO. 23

An ALM Publication

"RECORDER

IN PRACTICE

Coordinating litigation and re-examination

Federal Circuit clarifies whether infringement damages are barred
if patent is narrowed by patentee’s arguments before the PTO

A

Robert F. Kramer, Rajesh C. Noronha and
James F. Wiley Jr.

Patent

In Marine Polymer Technologies v. Hem-
Con, 672 F.3d 1350 (2012), the U.S.
Court of Appeals for the Federal Cir-
cuit recently reaffirmed that a patentee
cannot recover damages in a patent
infringement case after amending its
patent claims in re-examination. The
Federal Circuit clarified, however, that
a patentee is not barred from recover-
ing damages in litigation if it argues for
a narrow interpretation of its claims, so

long as it does not change the claim lan-
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guage. This Federal Circuit en banc de-
cision was much-awaited by in-house
and patent litigation counsel given the
uncertainty created by a Federal Circuit
decision issued last year. In that earlier
decision, a three-judge panel held that
a patentee’s arguments made during re-
examination — referred to by the court
as “amendments in effect” — prevent
recovery of damages. The recent Marine
Polymer decision is a stern reminder that
re-examination, if pursued in the face of
litigation, must be carefully coordinated
within an overall comprehensive patent
litigation strategy.
BACKGROUND

Re-examination is a proceeding where-
by the U.S. Patent and Trademark Office
decides whether the claims of an issued
U.S. patent should be permitted to stand
in light of prior art. In recent years, we
have seen re-examinations initiated by
companies threatened with or named as
defendants in district court patent litiga-
tion. In a re-examination, the PTO may
cancel patent claims that are deemed not
patentable. Likewise, the patentee may
need to amend its claims, for example
making them narrower, to survive a re-
examination. A re-examination may also

conclude with the claims being un-

changed and the patentability being con-
firmed and/or with new claims issuing.
If patent claims are confirmed as patent-
able, it would naturally be more difficult
to challenge their validity thereafter in
litigation.

A patentee’s position in a district court
patent litigation can affect it in a re-ex-
amination in the PTO. Consider, for ex-
ample, a patentee that files a district
court patent infringement action and
takes an expansive view of its invention
to capture a wide array of accused prod-
ucts. An accused infringer may file a re-
quest for re-examination and argue in the
PTO that, per the patentee’s position in
court, the patent claims should cover not
only the accused products, but also prior
art publications, and are therefore inval-
id. Likewise, a patentee’s statements
made in a re-examination may have a
profound effect on its ability to succeed
in patent infringement litigation.

Consider the patentee that character-
izes its invention narrowly in re-exami-
nation to distinguish prior art. An ac-
cused infringer may thereafter bring that
to the court’s attention and argue, for ex-
ample, in a claim construction hearing
that the patentee disclaimed claim scope

in the re-examination. An accused in-



THERECORDER

JUNE 4, 2012

fringer may also try to argue that the pat-
ent claims, as narrowly characterized by
the patentee in re-examination, should
likewise not cover products accused of
infringement in litigation.

A patentee’s conduct in re-examina-
tion may also affect it in another signifi-
cant way: the ability to recover damages
in a district court action. The statutorily-
derived doctrine of “intervening rights”
provides that, following a re-examina-
tion, a patent holder cannotrecover dam-
ages for infringement that occurred be-
fore the re-examination is completed if
the patent claims that resulted from the
re-examination are new or in “amended
form” and not “substantially identical” to
the original claims. 35 U.S.C. §§252, 307.
Intervening rights can thus shield in-
fringers from liability when the patent
claims are amended during re-examina-
tion. During re-examination, a patentee
facing arejection may argue for issuance
without amending its claims, may write
new claims or may amend claims to over-
come the rejection. The issue of what
constitutes an amendment — whether
that means actual revision of the words
of a claim or also includes making argu-
ments that narrow the claims — was pre-
sented in the Marine Polymer case. The
Federal Circuit, albeit by a divided court,
ruled that it means the former.

EARLY ‘MARINE POLYMER' LITIGATION

Marine Polymer owns U.S. Patent No.
6,864,245 (“the '245 patent”), which dis-
closes and claims a polymer useful in
treating serious wounds. The claims at
issue included a requirement that the

polymer be “biocompatible” in not caus-

ing negative reactions when the polymer
is placed in contact with human tissue.
Several of those claims required no bio-
logical reactivity, as measured by a score
of zero on a certain biocompatibility test.
Other claims allowed for biocompatibil-
ity with non-zero test scores of “slight” or

“mild” reactivity.

When amending the text
of claims, a patent holder
should be cognizant that
any change to a claim
that would render it not
‘substantially identical’
to the claim before
amendment can create
intervening rights.

Marine Polymer filed suit in the U.S.
District Court for the District of New
Hampshire, accusing HemCon of in-
fringing the '245 patent. Thereafter,
HemCon requested re-examination of
the '245 patent. In that proceeding, the
examiner reasoned that “biocompati-
ble” meant “low variability, high purity
and little or no detectable reactivity.”
Accordingly, the examiner made a pre-
liminary rejection for obviousness. Ma-
rine Polymer later canceled the claims
requiring non-zero reactivity to over-
come the rejection, and persuaded the
patent examiner to delete “little” from
his construction of “biocompatible.”
The claims remaining after re-examina-

tion were left facially unchanged.

In the litigation, the district court con-
strued “biocompatible” to mean “low
variability, high purity and no detectable
biological reactivity as determined by re-
activity tests,” which was consistent with
the construction later reached by the ex-
aminer in the re-examination. The dis-
trict court, using its construction of “bio-
compatible,” issued a final judgment of
infringement. HemCon appealed the in-
fringement ruling, arguing that Marine
Polymer had changed the scope of the
patent claims during the re-examination
so that intervening rights were created
that protected HemCon from liability.

Last year, in a 2-1 panel decision, the
Federal Circuitreversed the finding of in-
fringement, reasoning that intervening
rights can be created when a patent’s
claim scope is narrowed during re-exam-
ination, even if the language of the claims
isnot changed. Marine Polymer Technolo-
gies v. HemCon, 659 F.3d 1084 (2011).

THE EN BANC DECISION

The Federal Circuit en banc majority
decision holds that intervening rights
only apply when the patent atissue con-
tains “amended or new claims.” The ma-
jority reasoned that to “amend” gener-
ally means “to alter ... formally by adding,
deleting, or rephrasing.” The majority
also noted that “amended” is a term of
art in patent prosecution, including re-
examination proceedings. According to
35 U.S.C. §307, the statute which covers
the creation of intervening rights through
re-examination, any “amended or new
claim” must be “incorporated into a pat-
ent” Therefore, the majority opinion rea-

sons that merely making arguments re-
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garding claims during re-examination
cannot create intervening rights.

The majority underscores the statuto-
ry basis for its holding, noting:

“To be sure, patent applicants’ actions
and arguments during prosecution, in-
cluding prosecution in a re-examination
proceeding, can affect the proper inter-
pretation and effective scope of their
claims. But in rejecting HemCon's re-
quest for intervening rights, we are not
here interpreting claims. Rather, we are
interpreting a statute that provides for
intervening rights following re-exami-
nation only as to ‘amended or new’
claims. The asserted claims of the '245
patent are neither”

The dissenting opinion states that (1)
“amend” does not require change to the
actual language of a claim, since
“amend” has alternate meanings than
suggested by the majority and (2) case
law shows that a written document can
be “amended” without change to its lan-
guage. In addition, the dissent express-
es concern that the majority opinion
creates a loophole in re-examination
practice whereby the patent holder “will
amend claims by argument rather than
formal methods for the very purpose of
avoiding intervening rights.”

Addressing the loophole argument,
the majority’s opinion reaffirms a PTO
examiner’s responsibility to ensure that
the scope of the written claims corre-
sponds to the arguments presented.
Specifically, the majority held that pat-
ent examiners must discount any argu-
ment that is inconsistent with the scope
of the written claims. The majority opin-

ion indicated that it is “highly unlikely”

that a patent holder would be able to ex-
ploit the so-called loophole, noting, “[i]
fin re-examination, an examiner deter-
mines that particular claims are invalid
and need amendment to be allowable,
one would expect an examiner to re-
quire amendment rather than accept
argument alone.”

The majority’s position comports with
PTO practice, where examiners interpret
claims according to their broadest rea-
sonable interpretation. Accordingly,
while a re-examination applicant may
make arguments based on a district court
claim construction, such arguments, in
the court’s view, may not be persuasive
under PTO guidelines unless they corre-
late with the scope of the claims.

Importantly, are-examination requires
apatentholder to make arguments on the
record, but these arguments do not al-
ways change the scope of the claims. Un-
der the en banc decision, even when ar-
guments made in a re-examination im-
pact the effective scope of the claims, in-
tervening rights are not created unless an
actual change is made to claim language.
Plainly, a patent holder in a re-examina-
tion who wants to preserve the ability to
seek past damages should avoid chang-
ing claim language, unless necessary.
When amending the text of claims, a pat-
ent holder should be cognizant that any
change to a claim that would render it
not “substantially identical” to the claim
before amendment can create interven-
ingrights. However, as the Federal Circuit
recently reasoned, if the text of a claim is
amended in re-examination to comport
with a prior claim construction ruling of

a district court, depending on the cir-

cumstances, such an amendment may be
deemed insubstantial. Aspex Eyewear v.
Marchon Eyewear, 672 F.3d 1335 (2012).
If the Marine Polymer panel decision
had been upheld, accused infringers
would have been able to invoke interven-
ing rights, and thereby limit damages,
based solely on arguments made during
re-examination — even if the claims of
the patentwere not changed. Such broad-
ened application of 35 U.S.C. §307 would
have caused uncertainty and perhaps a
dramatic increase in both re-examina-
tion requests and contentions that dam-
ages are unavailable due to arguments
made by a patentee during re-examina-
tion. It also may have led to additional
litigation about whether such arguments

effectively amended the claims.
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