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To amend title 35, United States Code, and the Lieahy-Smith America Invents
Act to make improvements and technical corrections, and for other purposes.

IN THE SENATE OF THE UNITED STATES

APRIL 29, 2015
Mr. GRASSLEY (for himself, Mr. LEany, Mr. CORNYN, Mr. SCHUMER, Mr.
Lrg, Mr. HarcH, and Ms. KLOBUCHAR) introduced the following bill;
which was read twice and referred to the Committee on the Judiciary
SEPTEMBER 8, 2015
Reported by Mr. GRASSLEY, with an amendment

[Strike out all after the enacting clause and insert the part printed in italic]

A BILL

To amend title 35, United States Code, and the Leahy-
Smith America Invents Act to make improvements and

technical corrections, and for other purposes.

1 Be it enacted by the Senate and House of Representa-
2 tiwves of the United States of America in Congress assembled,
3 SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

4 o sHORT Trrs—This Aet may be etted as the
6 of 20457 or the “PATENT Aet’
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SEC: 3. PLEADING REQUIREMENTS FOR PATENT INFRINGE-
MENT ACTIONS:.
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ment aetions
which & party asserts a elaim for rehef aristhe under any
Aet of Congress relating to patents; & party alleging -
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LY the tame o model mmber {for a rep-
{2); a deseription of the elements thereof that are al-
are aleeed to contribtte to or mduee the direet -
faet that a party pleads i aceordance with sabseetion {e)
shal not be a basts for distssal # the party nonetheless
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B)
13 not aceessible to a party after an mawiry reasenable
of that mfermation; alone with a statement as to why the
provision shall be constrred to affeet a party’s leave to
seal; with & motion setting forth good eanse for sueh seal-
a ervil aetion that reludes a elaim for relef arisine under
“$281B. Early disclosure requirements for patent in-
fringement actions
o) DReR T this :
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S owith reonrd to o patent o pate
erts; the rieht of a person to reeetve pro-
patents; mehrdine o fixed or vartable por-
reet or indireet ownership or eontrol by a
entee; and
“By does not meah—
terests 1 a mutual or ecommon mvestment
fand; or
tevholder th a mutaal mhsuranee eompany
or & deposttor i & muthal savines assoeta-

est;
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2 the term ‘patentee’ means o party th «
ervtl action that files a pleading subjeet to the re-
& etvil aetion; ehrding preteial and trial proceedines

“by EAREY
withstandite the regiirements of seetton 2998; a patentee
283A—

to have a finanetal nterest m—
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8
= the patent o paterts o fsstes of
S49) for ench patent that the patentee alleses to
or eross-elaim filed by the patentee or an affil-

ineacine

UBY & statement as to whether the patent
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9
L) & statement as to whether the Fed-
& eorporation traded on a publie stoek exchanee; an
rement:
“A) 1 the ease of a parthership; the

*S 1137 RS



O o0 N N W B W =

O TN NG I N T NG I NG R NS R N e T e e T e T e e T
b A W D= OO0 NN N N R, WD = O

10
poration: and the address of the prineipal place
than 1 moenth after the date on swhich the diselostres re-
with & motion settine forth eood entse for sueh sead-
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this Aet and shall apply to any action for which a eom-

SEC: 4. CUSTOMER-SUIT EXCEPTION:

() In GENERAE—Chapter 29 of title 35; United
States Code; is amended by addine at the end the fol-
“$ 299A. Customer stay

“H the term ‘eovered eustomer’ means a re-
tatler or end user that 18 acensed of nfrineine a pat-
et or patents i disprate based on—

A the sther o offer for sides of o covered
prodet or covered proeess without matertad
modifieation of the produet or proeess wm «
matter that s alleeed to frinee a patent or
patents  disprte; or
end tser enstomet; or ah end wser of a eovered
prodiet or covered proeess without matertad
modifieation of the produet or proeess wm «
matter that s alleeed to frinee a patent or
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2y the term ‘covered mantfactarer’ means &
persott who manufactares or supphes; or eattses the
manufactare or supply of a eovered produet or eov-
ered proeess; or a relevant part thereofs
ess; methods or a relevant part thereof; that s al-
leoed to infrince the patent or patents i dispute
where steh proeess; methods or relevant part thereof

patents i disprte; or
eattses the mantfactire of a eovered produet or cov-
ered proeess or a relevant part thereofs
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sde to the pubhe of constmer goods or serviees; or

of a covered produet or covered proeess of a relevant

part thereof; and

“br MoroN ror Star—n a eivil action m which
& party asserts a claim for relief arisine under any Aet
neludes a eanse of action desertbed i seetion 27He)); the
eotrt shall erant & motion to stay at least the portion of
the aetton agahst a covered enstomer that relates to -
frineement of a patent volvine a covered produet or ecov-

actioh oF & separate aetion 1 a Federad ecotrt of the

*S 1137 RS



O o0 N N BB W =

| \O 2NN \© R \O R \O B O B e e e e e T e e e e
A LW O = O VWV 0 N O R WD = O

14
separately htteate any sach issae; but only as to
Casts—H the covered mannfacturer has been tade a
then o motion under subseetion {b) may only be eranted
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& eovered produet or eovered proeess identifted
i the motion to hft the stay 13 not & matertal
the patent or patents i dispute; or

H2) SEPARATE ACTIONS—Tn the ease of a stay

of the covered muantfactirer 1 a separate acton de-
sertbed i subseetion bH1); & motion under para-
the erant of & motion to stay under this seetion; the eov-

thHb—
1 eobtatns or consents to entry of a cotsent
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16
=2 fuths o proseette to o frids Hotappendable
the tsstes that eave rise to the stay based on a showine

Hon shal be construed to hmit the abty of a conrt to
erant any stay; expand any stay granted parsaant to His
tions for chapter 29 of title 35 United States Code: is

SEC. 5. DISCOVERY LIMITS.
“3299B. Diseovery in patent infringement aetion
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17
aiy et of Congress relatihe to patents; diseovery
shall be stayed durine the pendeney of 1 or more
Hes
A a motion to dismiss;
“B) a motten to transfer vente; and

N 4

alow hmited diseovery neeessary to resolve a motion
desertbed 1 subseetion (&) or & motion for prehimt-
the the pendeney of & motion desertbed i subseetion
o)

otots o
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18
seetion shall sot apply 1o a0 eivil aetion that inelades
a ekt for rehlef artsine under seetion 2 ek

24 #em relatine to seetion 2994 the folowine:
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this Aet and shall apply to any action for which a eom-
SEC. 6. PROCEDURES AND PRACTICES TO IMPLEMENT REC-

OMMENBDATIONS OF THE JUDICIAL CON-

FERENCE.

fieee artse oo el aetion aristre sider s et of
BRED—The rales and procedures to be developed
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COVery-
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eovery unless sueh a party posts a bond; or
additional decument diseovery; or makes a
of subparacraphs (A} and (B} and any def-
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Hon of such party and a summary of the
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oF thstant message:
of the ease; and
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SEG: 7- FEES AND OTHER EXPENSES.

be paid by a ron-prevathing party whose htigation position
States Code; this standard 18 intended to strike a balanee;
teetine the right of a patent holder to enforee s patent

“5285. Fees and other expenses

o AW ARb— cottectioh with & eivH aetton
sy fet of Congress relating to patents; apon motion by
& prevathne party; the eourt shall determine swhether the
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bt COVENE MO Fo SEE— prtts to o et ae-
Hon who asserts a elaim for rehef arisine under any Aet
to steh other party a eovenant not to ste for nfrmeement
with respeet to the patent or patents at issaes may be the
subjeet of & motion for attorney fees under subseetion &)
as Hf 1 were a non-prevathng party; anless the party as-
the action without a eourt order under rale 41 of the Fed-
file; not later than 14 days before a schedulne
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26
holds a eood fatth behef;, based on pubhel
wrireement shall file a eertifieation that—
therefrom:
sthseeton: or
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A party alleeme mfrimeement shall have an on-
party that fHes a eerttfteation under subpara-
of attorney fees; or a portion thereof; resulting
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s terest parstant to sabparagraph 5 or 18
otherwise exempt frone the applicability of this
fees; oF & portion thereofs awarded under this
award: H a trae and correet eertifieation under
elaase (4 or b of subparaseaph (B} is timely
be stbjeet to this subparagraph:

reciptett of a notiee under subparacraph (9
may stbmit a statement of renunetation of m-
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risdietions); or & non-profit technoloey transfer
of this subseetion by filine a eertifieation that
& eourt may exempt any party dentified as an
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Y Hents & peesot who s o sthstated

“B) dees not mnehrde an attorney or law

Y does ot tretade o person who Bas as-
stened all right; title; and interest i & patent;
eome; and
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[E—

PoN 27 He)r—TIn a el action that melades a elaim

O o0 9 AN U B~ W

[a—
)

to the prevailing party—
17 23 AMENDMENT—Sectton 273 of Hte 355
18 thnited States Ceode; 13 amended by striking sub-
19 seettons () and {of
20  Errperpt Dars—The amendments mmde by
21 +his seetion shall take effeet on the date of enaetment of
23 sueh dates

e S N e
AN LN B~ WY =
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1 SEC. 8. REQUIREMENT OF CLARITY AND SPECIFICITY IN
2 DEMAND LETTERS.
6 “$299C. Pre-suit written notice

8 apply—

10 tes—

12 ments;

15 cottphed with the reqtiretrents of stbseetion
16 b of this seetion; or

17 Y sent after the tited sepitren totiees
18 provided that the it written tottee comphed
19 with the requirements of subseetion by of this
20 seetot or

21 e i the eotttt detertrtes s b Hie Hrberest
23 $hr

25 “H By opErRaE—In 2 eivl action allegine -
26 frinoetent of o patent o owhich the phanrt bas
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or be sabjeet to paragraph (3
tiee desertbed i paragraph () shall contain; at &
“46) each patent beheved to be in-
process; apparatts; or chenrenl eompostton; h-
HO) a elear and detailed deseription of the
dentified wnder sul craph (A} is infrinsed:
the mtended reeiptent may have the right to a
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299
“HY H compensation s proposeds o short
amended by seetion 5; 13 amended by adding at the end
357 Hrtted States Code; 18 amended—
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of it notifiention of infrine loss that Rotib.

to any action for which a complaint s filed on or after
that date:

SEC: 9. ABUSIVE DEMAND LETTERS.

“5299D. Bad-faith demand letters

rectptent of a written cotmtteation:
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56 45taH1)); i conneetion with the assertion of a
pensation to another; shall be deemed to have violated a
rite definihe an thfate or decephive aet or practee de-
or others; or
sponded to; and
B there 18 a pattern of false statements or
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2> the asserttons eontained i the eommu-
weations faek a reasonable basts 1 faet or faws be-
a perset; of does not represent a person; with
vahd or wnenforeeable 1 a finad judierad or ad-

toneer avatables
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38
htteation has been filed against; or a heense has
inients or

15 Hkely to materially mislead a reasenable reeipient

a rieht to heense the patent to; or enforee the
compensation for a heense 15 alleged; of an

*S 1137 RS
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) Parent AND  TRAPDEMARK OFFHE  Pro-
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United States Code; i3 amended by inserting after
“§261A. Disclosure of information relating to patent
ownership
pertod of noncomphatee refers to a pertod of thne
ity of an asstenee of a patent has not been diselosed

O o0 N N B W =

[ w—
e

13 Rl PR PN AN Y —

[—
N

24 shel be recorded w1 the Patent and Fradenmrk Offfee—

[\ I O R e e e
—_ O O o0 N O W
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that restlts 1 a chanee to the wlimate parent enti-
ty—
= IRt Fo Codbr—h o e aeton
whieh o party asserts a elaim for mfrneement of a patent;
H# there was a fathre to comply with subseetton by for
the patent—
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and
=2 the eottt shal aveard to o prevathie ae-
paragraph (1 shall apply to any patent for whieh &
new Henr
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1 SEC. 11. PROTECTION OF INTELLECTUAL PROPERTY LI-

2 CENSES IN BANKRUPTCY.

5 dosvttes

8w ottt tider sehied e debtor s o Heetsor of iteHee-
11 serthed H seetton St

12 b FRAPEMARKS—

13 B AMENDMENT—Section HOHI35A) of title
14 H Haited States Codes s amended—

= () in subparagraph G by stridng “or;
17 at the ends and

18 6} by adding after subparagraph () the
19 following new subparagraph:

20 YUY & trademarks serviee mends or trade
21 name; as those terms are defined 1 seeton 45
22 of the Aet of July 5; 1946 {eommonly referred
23 to as the Trademark Aet of 1946° 35 T5L-
24 H27H

*S 1137 RS
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44

ed—

ahed

cotot:
period at the end of chmse (1) and mserting
trarke o teade nanies the Heetsee shall not e
relieved of any of its obligations to maintain the
quakity of the products and servdees offered
thder or i eonneetton with the heensed trade-
trustee shall retain the right to oversee and en-

_ée_)_ I;lewiwejrlwix*E D—H—b——%@A - a‘meﬁd'liie}l't's' ﬂﬁ_ﬂf}e by
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2 or for which a petition or complaint s filed on or after;
3 steh dute of etnetments

4 SEC. 12. SMALL BUSINESS EDUCATION, OUTREACH, AND IN-

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21

FORMATION ACCESS:

2 SMAHE
of patent infrineement
) DMprovENG DNFORMATION TRANSPARENGY FOR

. PATENT OMBEPSMAN
IR = TIIOIV .

/ al TID I m hi nmn j4 Al 4 AR RIS miy m
SRS BESPOESS A A P ED Sevris Pareg avp

22 TRAPEMARK OFFHeER USERS—

23
24
25
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46
when & patent ease 15 broueht i Federad ecotrt and;

SEG: 13: STUBIES ON PATENT TRANSACTIONS; QUALITY;

AND EXANVHNATION-
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47
Stetes;
Pirector shall submit a report to the Comnittee on
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tstine resotrees; conduet a stady to examine the
By Conerxes oF stepr—The study
patent Htiontion
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HY—

conduet a stady on the volume and nature of htiea-
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50
ommendations for any chaneges to laws or reenla-

SEC. 14. TECHNICAL CORRECTIONS TO THE LEAHY-SMITH
AMERICA INVENTS ACT AND OTHER IM-
PROVEMENTS.

) Seetion 325612} of title 35- Enited States Code
apply to any proceeding pending on; or fled on
of a filine fee for a transitional proceeding desertbed
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of Hte 307 Frited Strtes Codes 15 atnended by
HFeHtor of thother—
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&) BENEFT oF BARHER FHENG DATE:
FeHtor of o ot Hvertor—
apply to any patent appheation; and any patent
wsstine from steh appheation; that is filed on or
ot Jotht HvertorT s Hrserte ot o jottt -
ventor s
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1N menthss

B Fited States Codes s atretded by strdhe
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Prtrornph 633 of seetton 326600 of e 307
United States Ceode; s amended by strikine
tepee—
Feetor——
actment of this Aet and shall apply with respeet to
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SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TIrTLE.—This Act may be cited as the “Pro-
tecting American Talent and Entrepreneurship Act of
20157 or the “PATENT Act”.

(b) TABLE OF CONTENTS.—The table of contents for

this Act 1s as follows:

Sec. 1. Short title; table of contents.

Sec. 2. Definitions.

Sec. 3. Pleading requirements for patent infringement actions.

Sec. 4. Customer-suit exception.

Sec. 5. Discovery limits.

Sec. 6. Procedures and practices to implement recommendations of the Judicial
Conference.

Sec. 7. Fees and other expenses.

Sec. 8. Requirement of clarity and specificity in demand letters.

Sec. 9. Abusive demand letters.

Sec. 10. Transparency of patent transfer.

Sec. 11. Inter partes review and post-grant proceedings.
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Sec. 12. Protection of intellectual property licenses in bankruptcy.
Sec. 13. Small business education, outreach, and information access.
Sec. 14. Studies on patent transactions, quality, and examination.
Sec. 15. Technical corrections to the Leahy-Smith America Invents Act and other
improvements.
Sec. 16. Institutions of higher education and nonprofit research.
Sec. 17. Effective date.
Sec. 18. Severability.
SEC. 2. DEFINITIONS.

In this Act:

(1) DIRECTOR.—The term “Director” means the

Under Secretary of Commerce for Intellectual Prop-

erty and Director of the United States Patent and

Trademark Office.

(2) OFFICE—The term “Office” means the

Unated States Patent and Trademark Office.

SEC. 3. PLEADING REQUIREMENTS FOR PATENT INFRINGE-
MENT ACTIONS.

(a) ELIMINATION OF ForM 18—Not later than 1
month after the date of enactment of this Act, the Supreme
Court, using existing resources, shall eliminate Form 18 in
the Appendix to the Federal Rules of Civil Procedure (Com-
plaint for Patent Infringement).

(b) PLEADING REQUIREMENTS.—

(1) AMENDMENT.—Chapter 29 of title 35, Unaited

States Code, is amended by inserting after section 281

the following:
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“§281A. Pleading requirements for patent infringe-

ment actions
“(a) PLEADING REQUIREMENTS.—In a civil action in
which a party asserts a claim for relief arising under any

Act of Congress relating to patents, a party alleging in-

Jfringement shall include in a complaint, counterclaim, or

cross-clavm for patent infringement, except as provided in
subsection (c), the following:

“(1) An adentification of each patent allegedly
mfringed.

“(2) An wdentification of each clavm of each pat-
ent identified under paragraph (1) that is allegedly
mfringed.

“(3) For each claim identified under paragraph
(2), an identification of each accused process, ma-
chine, manufacture, or composition of matter (re-
ferred to in this section as an ‘accused instrumen-
tality’) alleged to infiringe the claim.

“(4) For each accused instrumentality identified
under paragraph (3), an identification with particu-
larity, iof known, of—

“(A) the name or model number (or a rep-
resentative model number) of each accused in-
strumentality; or

“(B) if there is mo name or model number,

a description of each accused instrumentality.
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“(5) For each claim identified under paragraph

(2), a description of the elements thereof that are al-
leged to be infringed by the accused instrumentality
and how the accused instrumentality s alleged to in-
Jringe those elements.

“(6) For each claim of indirect infringement, a
description of the acts of the alleged infringer that are
alleged to contribute to or induce the direct infringe-
ment.

“(b) DISMISSAL FOR FAILURE TO MEET PLEADING
REQUIREMENTS.—The court shall, on the motion of any
party, dismiss any count or counts of the complaint, coun-
terclavm, or cross-clavm for patent infringement if the re-
quirements of paragraphs (1) through (6) of subsection (a)
are not met with respect to such count or counts. The fact
that a party pleads in accordance with subsection (c) shall
not be a basis for dismissal if the party nonetheless states
a plausible claim for relief sufficient under the Federal
Rules of Cuvil Procedure.

“(c) INFORMATION NOT ACCESSIBLE.—If some subset
of wmformation required to comply with subsection (a) is
not accessible to a party after an inquiry reasonable under
the circumstances, consistent with rule 11 of the Federal
Rules of Civil Procedure, an allegation requiring that infor-

mation may be based upon a general description of that
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mformation, along with a statement as to why the informa-
tion 1s not accessible.

“(d) AMENDMENT OF PLEADINGS.—Nothing in this
provision shall be construed to affect a party’s leave to
amend pleadings as specified in the Federal Rules of Civil
Procedure. Amendments permitted by the court are subject
to the pleading requirements set forth in this section.

“(e) CONFIDENTIAL INFORMATION.

A party required
to disclose information described under subsection (a) may
file information believed to be confidential under seal, with
a motion setting forth good cause for such sealing. If such
motion is denied by the court, the party may seek to file
an amended pleading.
“(f) EXEMPTION.—Subsection (a) shall not apply to
a cwil action that includes a clavm for relief arising under
section 271(e).
“§281B. Early disclosure requirements for patent in-
fringement actions
“(a) DEFINITIONS.—In this section—
“(1) the term ‘financial interest’—
“(A) means—
“(1) with regard to a patent or patents,
the rght of a person to receive proceeds

from the assertion of the patent or patents,
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meluding a fixed or variable portion of such
proceeds; and

“(11) with regard to the patentee, direct
or indirect ownership or control by a person
of more than 20 percent of the patentee; and
“(B) does not mean—

“(1) ownership of shares or other inter-
ests in a mutual or common investment
Sfund, unless the owner of such interest par-
ticipates i the management of such fund;
or

“(11) the proprietary interest of a pol-
weyholder in a mutual msurance company
or a depositor in a mutual savings associa-
tion, or a similar proprietary interest, un-
less the outcome of the proceeding could sub-
stantially affect the value of such interest;

“(2) the term ‘patentee’ means a party in a civil
action that files a pleading subject to the requirements
of section 281A4;

“(3) the term ‘proceeding’ means all stages of a
civil action, including pretrial and trial proceedings
and appellate review; and

“(4) the term ‘ultimate parent entity’ has the

meaning given the term in section 261A.
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“(b) EARLY DISCLOSURE REQUIREMENTS.—Notwith-
standing the requirements of section 299B, a patentee shall
disclose to the court and each adverse party, not later than
14 days after the date on which the patentee serves or files

the pleading subject to the requirements of section 281A—
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“(1) the identity of each—

“(A) assignee of the patent or patents at
wssue, and any ultvmate parent entity thereof;

“(B) entity with a right to sublicense to un-
affiliated entities or to enforce the patent or pat-
ents at issue, and any ultimate parent entity
thereof: and

“(C) entity, other than an entity the ulti-
mate parent of whaich s disclosed under subpara-
graph (A) or (B), that the patentee knows to
have a financial interest in—

“(1) the patent or patents at issue; or
“(11) the patentee, and any ultimate
parent entity thereof: and
“(2) for each patent that the patentee alleges to
be infringed—

“(A) a list of each complaint, counterclaim,
or cross-clavm filed by the patentee or an affil-
wate thereof in the Unated States during the 3-
year period preceding the date of the filing of the
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action, and any other complaint, counterclaim,
or cross-clavm filed in the United States during
that period of which the patentee has knowledge,
that asserts or asserted such patent, including—
“(v) the caption;
“(1n) the civil action number;
“(inr) the court where the action was
filed; and
“(w) af applicable, any court to which
the action was transferred,;
“(B) a statement as to whether the patent
18 subject to an assurance made by the party to
a standards development organization to license
others under such patent 1f—
“(1) the assurance specifically identi-
fies such patent or clavms therein; and
“(11) the allegation of infringement re-
lates to such standard; and
“(C) a statement as to whether the Federal
Government has 1mposed specific licensing re-
quirements with respect to such patent.
“(¢) DISCLOSURE OF FINANCIAL INTEREST.—
“(1) PUBLICLY TRADED.—For purposes of sub-
section (b)(1)(C), if the financial interest is held by

a corporation traded on a public stock exchange, an
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wdentification of the name of the corporation and the

public exchange listing shall satisfy the disclosure re-

quirement.

“(2) NOor PUBLICLY TRADED.—For purposes of
subsection (b)(1)(C), if the financial interest 1s not
held by a publicly traded corporation, the disclosure
shall satisfy the disclosure requirement if the informa-
tion identifies—

“(A) in the case of a partnership, the name
of the partnership, the address of the principal
place of business, and the name and correspond-
ence address of the registered agent;

“(B) in the case of a corporation, the name
of the corporation, the location of incorporation,
and the address of the principal place of busi-
ness; and

“(C) for each indwvidual, the name and cor-
respondence address of that individual.

“(d) PROVISION OF INFORMATION TO THE UNITED
STATES PATENT AND TRADEMARK OFFICE.—Not later than
1 month after the date on which the disclosures required
under subsection (b) are made, the patentee shall provide
to the United States Patent and Trademark Office a filing

containing the information disclosed pursuant to subsection

(b)(1).
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“(e) CONFIDENTIAL INFORMATION.—

“(1) IN GENERAL.—A patentee required to dis-
close information under subsection (b) may file, under
seal, information believed to be confidential, with a
motion setting forth good cause for such sealing.

“(2) HOME ADDRESS INFORMATION.—For pur-
poses of this section, the home address of an indi-
vidual shall be considered to be confidential informa-
tion.”.

(2) CONFORMING AMENDMENT.—The table of sec-
tions for chapter 29 of title 35, United States Code,
18 amended by inserting after the item relating to sec-

tion 281 the following new items:

“281A. Pleading requirements for patent infringement actions.
“981B. Early disclosure requirements for patent infringement actions.”.

SEC. 4. CUSTOMER-SUIT EXCEPTION.

(a) IN GENERAL.—Chapter 29 of title 35, United
States Code, 1s amended by adding at the end the following:
“§299A. Customer stay

“(a) DEFINITIONS.—In this section—

“(1) the term ‘covered customer’ means a retailer
or end user that 1s accused of mfringing a patent or
patents in dispute based on—

“(A) the sale, or offer for sale, of a covered
product or covered process without material

modification of the product or process in a man-
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ner that 1s alleged to infringe a patent or patents
m dispute; or

“(B) the use by such retailer, the retailer’s
end user customer, or an end user of a covered
product or covered process without wmaterial
modification of the product or process in a man-
ner that 1s alleged to infringe a patent or patents

m dispute;

“(2) the term ‘covered manufacturer’ means a
person who manufactures or supplies, or causes the
manufacture or supply of, a covered product or cov-
ered process, or a relevant part thereof;

“(3) the term ‘covered process’ means a process,
method, or a relevant part thereof, that is alleged to
mfringe the patent or patents in dispute where such
process, method, or relevant part thereof 1is imple-
mented by an apparatus, material, system, software
or other instrumentality that is provided by the cov-
ered manufacturer;

“(4) the term ‘covered product’ means a compo-
nent, product, system, service, or a relevant part
thereof, that—

“(A) 1s alleged to infiringe the patent or pat-

ents in dispute; or
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“(B) wmplements a process alleged to in-

Jfringe the patent or patents in dispute;

“(5) for purposes of this section, the term ‘end
user” shall include an affiliate of such an end user,
but shall not include an entity that manufactures or
causes the manufacture of a covered product or cov-
erved process or a relevant part thereof;

“(6) the term ‘retailer’ means an entity that gen-
erates its revenues predominately through the sale to
the public of conswmer goods or services, or an affil-
wate of such entity, but shall not include an entity
that manufactures or causes the manufacture of a cov-
ered product or covered process or a relevant part
thereof: and

“(7) for purposes of the definitions wn para-
graphs (5) and (6), the terms ‘use’ and ‘sale’ mean
the use and the sale, respectively, within the meanings
gwven those terms under section 271.

“(b) MoTION FOR STAY.~—In a civil action in which
a party asserts a clavm for relief arising under any Act
of Congress relating to patents (other than an action that
meludes a cause of action described in section 271(e)), the
court shall grant a motion to stay at least the portion of

the action against a covered customer that relates to in-
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1 fringement of a patent involving a covered product or cov-

2 ered process if—
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“(1) the covered manufacturer s a party to the
action or a separate action in a Federal court of the
United States involving the same patent or patents
relating to the same covered product or covered proc-
ess;

“(2) the covered customer agrees to be bound as
to issues determined in an action described in para-
graph (1) without a full and fair opportunity to sep-
arately lbitigate any such issue, but only as to those
issues for which all other elements of the common law
doctrine of issue preclusion are met; and

“(3) the motion 1s filed after the first pleading
m the action but not later than the later of—

“(A) 90 days after service of the first plead-
mg or paper in the action that specifically iden-
tifies the covered product or covered process as a
basis for the alleged infringement of the patent
by the covered customer, and specifically identi-
fies how the covered product or covered process 1s
alleged to infiringe the patent; or

“(B) the date on which the first scheduling

order wn the case 1s entered.
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“(¢) MANUFACTURER CONSENT IN CERTAIN CASES.—
If the covered manufacturer has been made a party to the
action on motion by the covered customer, then a motion
under subsection (b) may only be granted if the covered
manufacturer and the covered customer agree in writing to
the stay.

“(d) LIFT OF STAY.—

“(1) IN GENERAL—A stay entered under this
section may be lifted upon grant of a motion based
on a showing that—

“(A) the action tmvolving the covered manu-

Jacturer will not resolve major issues in the suit

against the covered customer, such as that a cov-

ered product or covered process identified in the
motion to lLift the stay is not a material part of
the clavmed rnvention or inventions in the patent
or patents i dispute; or

“(B) the stay unreasonably prejudices or
would be manifestly unjust to the party seeking
to Lift the stay.

“(2) SEPARATE ACTIONS.—In the case of a stay
entered under this section based on the participation
of the covered manufacturer in a separate action de-
scribed in subsection (b)(1), a motion under para-

graph (1) may only be granted if the court in such
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separate action determines that the showing required

under paragraph (1) has been made.

“(e) WAIVER OF ESTOPPEL EFFECT.—If, following the
grant of a motion to stay under this section, the covered
manufacturer in an action described in subsection (b)(1)—

“(1) obtains or consents to entry of a consent
Judgment involving one or more of the issues that
gave rise to the stay; or

“(2) fanls to prosecute to a final, non-appealable

Judgment a final decision as to one or more of the

1ssues that gave rise to the stay,
the court may, wpon motion, determine that such consent
Judgment or unappealed final decision shall not be binding
on the covered customer with respect to one or more of the
wssues that gave rise to the stay based on a showing that
such an outcome would unreasonably prejudice or be mani-
festly ungust to the covered customer in light of the cir-
cumstances of the case.

“(f) RuLE OF CONSTRUCTION.—Nothing in this sec-
tion shall be construed to limit the ability of a court to
grant any stay, expand any stay granted pursuant to this
section, or grant any motion to intervene, if otherwise per-

matted by law.”.
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(b) CONFORMING AMENDMENT.—The table of sections
2 for chapter 29 of title 35, United States Code, 1s amended
3 by adding at the end the following:

“299A. Customer stay.”.
SEC. 5. DISCOVERY LIMITS.

(a) AMENDMENT.—Chapter 29 of title 35, United

at the end the following:

4
5
6 States Code, as amended by section 4, is amended by adding
7
8 “$§299B. Discovery in patent infringement action

9

“(a) DISCOVERY IN PATENT INFRINGEMENT ACTION.—

10 “(1) IN GENERAL.—Except as provided in sub-
11 sections (b) and (c), in a civil action arising under
12 any Act of Congress relating to patents, discovery
13 shall be stayed during the pendency of 1 or more mo-
14 tions described in paragraph (2) if the motion or mo-
15 tions were filed prior to the first responsive pleading.
16 “(2) MOTIONS DESCRIBED.—The wmotions de-
17 scribed in this paragraph are—

18 “(A) a motion to dismiss;

19 “(B) a motion to transfer venue; and

20 “(C) a motion to sever accused infringers.
21 “(b) DISCRETION ToO EXPAND ScOoPE OF DIs-

22 COVERY.—

23 “(1) RESOLUTION OF MOTIONS.—A court may
24 allow limited discovery necessary to resolve a motion
25 described in subsection (a) or a motion for prelimi-
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nary relief properly raised by a party before or dur-
g the pendency of a motion described in subsection
(a).

“(2) ADDITIONAL DISCOVERY.—On motion, «a
court may allow additional discovery if the court
finds that such discovery is necessary to preserve evi-
dence or otheruise prevent specific prejudice to a
party.

“(¢) EXCLUSION FROM DISCOVERY LIMITATION.—

“(1) VOLUNTARY EXCLUSION.—The parties to an
action deseribed in subsection (a) may voluntarily
consent to be excluded, in whole or in part, from the
limatation on discovery under subsection (a).

“(2) CLAIMS UNDER SECTION 271(e)—This sec-
tion shall not apply to a civil action that includes a
claim for relief arising under section 271 (e).

“(d) RULES OF CONSTRUCTION.—

“(1) TIMELINE FOR RESPONSIVE PLEADINGS.—
Nothing in this section shall be construed to alter the
time provided by the Federal Rules of Civil Procedure
Jor the filing of responsive pleadings.

“(2) EXCHANGE OF CONTENTIONS.—Nothing in
this section shall prohibit a court from ordering, or
local rules from requiring, the exchange of contentions

regarding infringement, non-infringement, imvalidity,
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or other issues, by interrogatories or other written
matial disclosures, at an appropriate time determined
by the court.”.

(b) CONFORMING AMENDMENT.—The table of sections

Jor chapter 29 of title 35, United States Code, as amended

by section 4, 1s amended by inserting after the item relating

to section 299A the following:

“209B. Discovery in patent infringement action.”.
SEC. 6. PROCEDURES AND PRACTICES TO IMPLEMENT REC-
OMMENDATIONS OF THE JUDICIAL CON-
FERENCE.
(a) JUDICIAL CONFERENCE RULES AND PROCEDURES
ON DISCOVERY BURDENS AND COSTS.—

(1) RULES AND PROCEDURES.—The Judicial
Conference of the United States, using existing re-
sources, should develop rules and procedures to vmple-
ment the discovery proposals described in paragraph
(2) to address concerns regarding the asymmetries in
discovery burdens and costs that may arise in a civil
action arising under any Act of Congress relating to
patents.

(2) RULES AND PROCEDURES TO BE CONSID-
ERED.—The rules and procedures to be developed
under paragraph (1) should address each of the fol-

lowing:
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(A) DISCOVERY OF CORE DOCUMENTARY
EVIDENCE.—To what extent each party to the ac-
tion 1s entitled to receive core documentary evi-
dence and should be responsible for the costs of
producing core documentary evidence within the
possession or control of each such party, and to
what extent each party to the action may seek
noncore documentary discovery as otherwise pro-
vided i the Federal Rules of Civil Procedure.

(B) ELECTRONIC COMMUNICATION.—If the
parties request discovery of electronic commu-
nication, how such discovery should be phased to
occur relatiwe to the exchange of wnitial disclo-
sures and core docwmentary evidence, and ap-
propriate limitations to apply to such discovery.

(C) ADDITIONAL DOCUMENT DISCOVERY.—
The manner and extent to which the following
should apply:

(i) IN GENERAL.—FEach party to the
action may seek any additional docwment
discovery beyond core documentary evidence
as permitted under the Federal Rules of
Ciovil Procedure, if such party bears the rea-

sonable costs, including reasonable attor-
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ney’s fees, of the additional document dis-
covery.

(11) REQUIREMENTS FOR ADDITIONAL
DOCUMENT DISCOVERY.—Unless the parties
mutually agree otherwise, no party may be
permitted additional document discovery
unless such a party posts a bond, or pro-
vides other security, in an amount sufficient
to cover the expected costs of such additional
document discovery, or makes a showing to
the court that such party has the financial
capacity to pay the costs of such additional
document discovery.

(111) GOOD CAUSE MODIFICATION.—A
court, upon motion and for good cause
shown, may modify the requirements of sub-
paragraphs (A) and (B) and any definition
under paragraph (3). Not later than 30
days after the pretrial conference under rule
16 of the Federal Rules of Civil Procedure,
the parties shall jointly submit any pro-
posed modifications of the requirements of
subparagraphs (A) and (B) and any defini-
tion under paragraph (3), unless the parties

do not agree, in which case each party shall
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submat any proposed modification of such
party and a summary of the disagreement
over the modification.

(iv) COMPUTER CODE.—A court, upon
motion and for good cause shown, may de-
termine that computer code should be in-
cluded in the discovery of core documentary
evidence. The discovery of computer code
shall occur after the parties have exchanged
wmitial disclosures and other core documen-
tary evidence.

(D) DISCOVERY SEQUENCE AND SCOPE.—

The manner and extent to which the parties shall

discuss and address in the written report filed

pursuant to rule 26(f) of the Federal Rules of

Ciwvil Procedure the views and proposals of each

party on the following:

*S 1137 RS

(1) When the discovery of core docu-
mentary evidence should be completed.

(11) Whether additional document dis-
covery will be sought under subparagraph
(0).

(111) Any issues about infringement,
wmvalidity, or damages that, if resolved be-

Jore the additional discovery described in
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subparagraph (C) commences, might sim-
plify or streamline the case.

(3) SCOPE OF DOCUMENTARY EVIDENCE.—In de-
veloping rules or procedures under this section, the
Judicial Conference should consider which kinds of
evidence constitute “core documentary evidence”.

(4) DEFINITIONS.—In this subsection, the term
“electronic communication™ means any form of elec-
tronic communication, including email, text message,
or mstant message.

(b) JUDICIAL CONFERENCE PATENT CASE MANAGE-
MENT.—The Judicial Conference of the United States, using
existing resowrces, should develop case management proce-
dures to be implemented by the Unaited States district courts
and the United States Court of Federal Claims for any civil
action arising under any Act of Congress relating to pat-
ents, including mitial disclosure and early case manage-
ment conference practices that—

(1) will wdentify any potential dispositive issues
of the case; and

(2) focus on early summary judgment motions
when resolution of issues may lead to expedited dis-

position of the case.
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SEC. 7. FEES AND OTHER EXPENSES.

(a) SENSE OF CONGRESS.—It 1s the sense of Congress
that, in patent cases, reasonable attorney fees should be paid
by a non-prevarling party whose litigation position or con-
duct 1s not objectively reasonable. As the Supreme Court
wrote in adopting this legal standard wn the context of fee
shaifting under section 1447 of title 28, Unated States Code,
this standard s intended to strike a balance; in patent
cases, a more appropriate balance between protecting the
right of a patent holder to enforce its patent on the one
hand, and deterring abuses in patent litigation and threats
thereof on the other.

(b) AMENDMENT.—Section 285 of title 35, Unated
States Code, s amended to read as follows:

“§285. Fees and other expenses

“la) AWARD.—In connection with a ciwil action wn
which any party asserts a clavm for relief arising under
any Act of Congress relating to patents, upon motion by
a prevailing party, the court shall determine whether the
position of the non-prevailing party was objectively reason-
able m law and fact, and whether the conduct of the non-
prevailing party was objectively reasonable. If the court
finds that the position of the non-prevailing party was not
objectively reasonable in law or fact or that the conduct of
the non-prevailing party was not objectively reasonable, the

court shall award reasonable attorney fees to the prevailing
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party unless special circumstances, such as undue economic
hardship to a named imventor or an institution of higher
education (as defined i section 101(a) of the Higher Edu-
cation Act of 1965 (20 U.S.C. 1001(a))), would make an
award wnjust. The prevailing party shall bear the burden
of demonstrating that the prevailing party is entitled to an
award.

“(b) CovENANT NoT TO SUE—A party to a civil ac-
tion who asserts a clavm for relief arising under any Act
of Congress relating to patents against another party, and
who subsequently unilaterally (i) seeks dismissal of the ac-
tion without consent of the other party and (iv) extends to
such other party a covenant not to sue for infringement
with respect to the patent or patents at issue, may be the
subject of a motion for attorney fees under subsection (a)
as if it were a non-prevarling party, unless the party assert-
g such claim would have been entitled, at the time that
such covenant was extended, to dismiss voluntarily the ac-
tion without a court order under rule 41 of the Federal
Rules of Civil Procedure, or the interests of justice require
otherwise.

“(¢) RECOVERY OF AWARD.—

“(1) CERTIFICATION; DISCLOSURE OF INTER-

ESTED PARTIES.—
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“(A) INITIAL STATEMENT—A party defend-
mg against a clavm of infringement may file,
not later than 14 days before a scheduling con-
ference 1s to be held or a scheduling order 1s due
under rule 16(b) of the Federal Rules of Civil
Procedure, a statement that such party holds a
good faith belief, based on publicly-available in-
Jormation and any other information known to
such party, that the primary business of the
party alleging infringement is the assertion and
enforcement of patents or the licensing resulting
therefrom.

“(B) CERTIFICATION.—Not later than 45
days after being served with an initial statement
under subparagraph (A), a party alleging in-
Jringement shall file a certification that—

“(1) establishes and certifies to the
court, under oath, that it will have suffi-
cient funds available to satisfy any award
of reasonable attorney fees under this sec-
tion if an award 1s assessed;

“(11) demonstrates that its primary
business 1s not the assertion and enforce-
ment of patents or the licensing resulting

therefrom;
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“(111) identifies interested parties, if
any, as defined in paragraph (2) of this
subsection; or
“(iv) states that 1t has no such inter-
ested parties.
A party alleging infringement shall have an on-
going obligation to supplement its certification
under this subparagraph within 30 days after a
material change to the information provided in
its certification.

“(C) NOTICE TO INTERESTED PARTY.—A
party that files a certification under subpara-
graph (B)(vi1) shall, prior to filing the certifi-
cation, provide each identified interested party
actual notice wn writing by service of notice in

any district where the interested party may be

Jound, such that jurisdiction shall be established

over each interested party to the action for pur-
poses of enforcing an award of attorney fees
under this section, consistent with the Constitu-
tion of the United States. The notice shall iden-
tify the action, the parties, the patents at issue,
and the interest qualifying the party to be an in-
terested party. The notice shall inform the recipi-

ent that the recipient may be held accountable
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under this subsection for any award of attorney
fees, or a portion thereof, resulting from the ac-
tion in the event the party alleging infringement
cannot satisfy the full amount of such an award,
unless the recipient renounces its interest pursu-
ant to subparagraph (E) or is otherwise exempt
Jrom the applicability of this subsection.

“(D) ACCOUNTABILITY FOR INTERESTED
PARTIES.—Any interested parties who are timely
served with actual notice pursuant to subpara-
graph (C) and do not renounce their interests
pursuant to subparagraph (E) or are not other-
wise exempt from the applicability of this sub-
section may be held accountable for any fees, or
a portion thereof, awarded under this section in
the event that the party alleging infringement
cannot satisfy the full amount of the award. If
a true and correct certification under clause (i)
or (11) of subparagraph (B) is timely filed with
the court, interested parties shall not be subject
to this subparagraph.

“(K) RENUNCIATION OF INTEREST.—Any
recipient of a mnotice under subparagraph (C)
may submit a statement of renunciation of inter-

est in a binding document with notice to the
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court and parties in the action not later than 90
days after receipt of the notice under subpara-
graph (C). The statement shall be required to re-
nounce only such interest as would qualify the
recipient as an interested party.

“(F) INSTITUTIONS OF HIGHER EDUCATION

EXCEPTION.—Any nstitution of higher edu-
cation (as defined in section 101(a) of the High-
er Education Act of 1965 (20 U.S.C. 1001(a)) or
under equivalent laws wn foreign jurisdictions),
or a non-profit technology transfer organization
whose primary purpose is to facilitate the com-
mercialization of technologies developed by 1 or
more institutions of higher education, may ex-
empt itself from the applicability of this sub-

section by filing a certification that it qualifies

Jor the exception provided for in this subpara-

graph with the court and providing notice to the
parties.

“(G) INTEREST OF JUSTICE EXCEPTION.—
Any recipient of a motice under subparagraph
(C) may intervene in the action for purposes of
contesting ts identification as an interested
party or its liability under this subsection, and

a court may exempt any party identified as an
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wmterested party from the applicability of this
subsection as the interest of justice requires.

“(2) INTERESTED PARTY.—In this section, the

term ‘interested party’—

“(A) means a person who has a substantial
Jfinancial interest related to the proceeds from
any settlement, license, or damages award result-
g from the enforcement of the patent in the ac-
tion by the party alleging infringement;

“(B) does not include an attorney or law
Jirm providing legal representation in the action
if the sole basis for the financial interest of the
attorney or law firm in the outcome of the action
arises from the attorney or law firm’s receipt of
compensation reasonably related to the provision
of the legal representation;

“(C) does not include a person who has as-
signed all right, title, and interest in a patent,
excepl for passive receipt of income, to an entity
described in paragraph (1)(F), or who has «a
right to recewve any portion of such passive in-
come;

“(D) does not include a person who would
be an interested party under subparagraph (A)

but whose financial interest 1s based solely on an
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equity or security interest established when the

party alleging infringement’s primary business

was not the assertion and enforcement of patents
or the licensing resulting therefrom; and

“(E) does not include a depository institu-
tion as defined in section 19(b)(1)(A) of the Fed-
eral Reserve Act (12 U.S.C. 461(b)(1)(4)) if the

sole basis for the financial interest arises from a

loan or other debt obligation.

“(d) CrAIMS UNDER SECTION 271(e).—

“(1) APPLICABILITY.—Subsections (a), (b), and
(¢c) shall not apply to a cinl action that includes a
claim for relief arising under section 271 (e).

“(2) AWARD IN CERTAIN CLAIMS UNDER SECTION
271(e).—In a civil action that includes a claim for
relief arising under section 271(e), the court may in
exceptional cases award reasonable attorney fees to
the prevailing party.”.

(¢) CONFORMING AMENDMENT AND AMENDMENT.—

(1) CONFORMING AMENDMENT.—The item relat-
mg to section 285 of the table of sections for chapter
29 of title 35, Unated States Code, s amended to read

as follows:

“985. Fees and other expenses.”.
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(2) AMENDMENT—Section 273 of title 35,

United States Code, 1is amended by striking sub-

sections (f) and (g).

SEC. 8. REQUIREMENT OF CLARITY AND SPECIFICITY IN DE-
MAND LETTERS.

(a) IN GENERAL.—Chapter 29 of title 35, United
States Code, as amended by section 5, is amended by adding
at the end the following:

“§299C. Pre-suit written notice

“la) APPLICABILITY.—Subsection (b) shall not
apply—

“(1) to written communication between par-
ties—

“(A) regarding existing licensing agree-
ments;

“(B) as part of an ongoing licensing nego-
tiation, provided that the wnitial written notice
complied with the requirements of subsection (b)
of this section; or

“(C) sent after the initial written notice,
provided that the initial written notice complied
with the requirements of subsection (b) of this
section; or
“(2) af the court determines it 1s in the interest

of justice to waive the requirements of subsection (b).
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“(b) WRITTEN NOTIFICATION REQUIREMENTS.—

“(1) IN GENERAL—In a civil action alleging in-
Jringement of a patent in which the plaintiff has pro-
vided written notice of the accusation of infringement
to the party accused of infringement prior to filing
the action, the initial written notice shall be subject
to paragraph (4) if it does not contain the informa-
tion required under paragraph (2) or if it contains
a specific monetary amount described in paragraph
(3).

“(2) REQUIRED INFORMATION PROVIDED IN INI-
TIAL WRITTEN NOTICE.—The initial written notice
described in paragraph (1) shall contain, at a min-
mmum—

“(A) an rdentification of—

“(1) each patent believed to be in-

Jfringed, including the patent number; and

“(11) at least one clavm of each patent
that 1s believed to be infringed;

“(B) an identification of each product,
process, apparatus, or chemical composition, in-
cluding any wmanufacturer thereof, that is be-
lieved to infringe one or more clavms of each pat-

ent under subparagraph (A);
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“(C) a clear and detailed description of the

reasons why the plamtiff believes each patent

vdentified under subparagraph (A) is infringed;

“(D) notice to the intended recipient that
the intended recipient may have the right to a
stay of any suit in accordance with section
299A4; and

“(E) the adentity of any person with the
right to enforce each patent under subparagraph
(A).

“(3) SPECIFIC MONETARY AMOUNTS IN DEMAND
LETTERS.—Except with the consent of the intended
recipient, the initial written notice described in para-
graph (1) is prohibited from containing—

“(A) a request for, demand for, or offer to
accept a specific monetary amount in exchange
for a license, settlement, or similar agreement to
resolve allegations of patent infringement; or

“(B) a specific monetary amount demanded
based on the cost of legal defense in a lawsuit
concerning any asserted claim or claims.

“(4) ADDITIONAL TIME TO RESPOND.—If the ini-
tial written notice provided to the defendant prior to
the filing of the civil action did not contain the infor-

mation required by paragraph (2), or contained a
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statement prohibited under paragraph (3), the defend-

ant’s time to respond to the complaint shall be ex-

tended by an additional 30 days.”.

(b) CONFORMING AMENDMENT.—The table of sections
Jor chapter 29 of title 35, Unated States Code, as amended

by section 5, is amended by adding at the end the following:

“299C. Pre-suil written notice.”,

(¢c) WILLFUL INFRINGEMENT.—Section 284 of title 35,
United States Code, is amended—

(1) n the first undesignated paragraph, by
striking “Upon finding” and inserting “(a) IN GEN-
ERAL—Upon finding™;

(2) an the second undesignated paragraph, by
striking “When the damages” and inserting “(b) AS-
SESSMENT BY COURT; TREBLE DAMAGES.—When the
damages™;

(3) by inserting after subsection (b), as des-
wnated by paragraph (2), the following:

“(c) WILLFUL INFRINGEMENT.—A claimant seeking to
establish willful infringement may not rely on evidence of
pre-suit notification of infringement unless that notifica-
tion complies with the standards set out in paragraphs (2)
and (3) of section 299C(D).”’; and

(4) in the last undesignated paragraph, by strik-
g “The court” and inserting “(d) EXPERT TESTI-
MONY.—The court”.
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(d) EFFECTIVE DATE.—The amendments made by this
section shall take effect on the date that is 1 year after the
date of enactment of this Act and shall apply to any action
Jorawhich a complaint is filed on or after that date.

SEC. 9. ABUSIVE DEMAND LETTERS.

(a) BAD-FArrH DEMAND LETTERS.—Chapter 29 of
title 35, Unated States Code, as amended by section 8, is
amended by adding at the end the following:

“§299D. Bad-faith demand letters

“(a) DEFINITION.—In this section, the term ‘affiliated
person” means a person affiliated with the intended recipi-
ent of a written communication.

“(b) CrviL. PENALTIES FOR CERTAIN UNFAIR OR DE-
CEPTIVE ACTS OR PRACTICES IN CONNECTION WITH ABU-
SIVE DEMAND LETTERS.—An unfair or deceptive act or
practice within the meaning of section 5(a)(1) of the Fed-
eral Trade Commassion Act (15 U.S.C. 45(a)(1)), in connec-
tion with the widespread sending of written communica-
tions representing that the intended recipients, or any per-
sons affiliated with those recipients, are or may be infring-
g, or have or may have infringed, a patent and may bear
liability or owe compensation to another, shall be treated
as a violation of a rule defining an unfair or deceptive act
or practice described under section 18(a)(1)(B) of the Fed-
eral Trade Commaission Act (15 U.S.C. 57a(a)(1)(B)) if—
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“(1)(A) the communications falsely—
“(1) represent that administrative or judi-
cial relief has been sought against the recipient
or others; or
“(11) threaten lLtigation if compensation 1s
not paid, the infringement issue s not otherwise
resolved, or the communication 1s not responded
to; and
“(B) there is a pattern of false representations or
threats described in subparagraph (A) having been
made without litigation or other relief then having
been pursued;

“(2) the assertions contained in the communica-
tions lack a reasonable basis in fact or law, because—

“(A) the person asserting the patent is not
a person, or does not represent a person, with the
current right to license the patent to, or to en-
Jorce the patent against, the intended recipients
or any affiliated persons;

“(B) the communications seek compensation
on account of activities undertaken after the pat-
ent has expired;

“(C) the communications seek compensation
Jor a patent that has been held to be invalid or

unenforceable in a final judicial or administra-
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twe proceeding that 1s unappealable or for which
any opportunity for appeal is no longer avail-
able;

“(D) the communications seek compensation

Jor actwities by the recipient that the sender

knows do not infringe the patent because such
activities are authorized by the patentee;

“(E) the communications falsely represent
that an investigation of the recipient’s alleged
mfringement has occurred; or

“(F) the communications falsely represent
that litigation has been filed against, or a license
has been paid by, persons similarly situated to
the recipient; or

“(3) the content of the written communications

18 lLikely to materially maslead a reasonable recipient
because the content fails to include facts reasonably

necessary to inform the recipient—

“(A) of the identity of the person asserting
a right to license the patent to, or enforce the
patent against, the intended recipient or any af-
Jilwated person;

“(B) of the patent issued by the United
States Patent and Trademark Office alleged to

have been infringed; and
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1 “(C) 1f infringement or the need to pay
2 compensation for a license 1s alleged, of an iden-
3 tification of at least one product, service, or other
4 activity of the recipient that s alleged to in-
5 fringe the identified patent or patents and, un-
6 less the information is not readily accessible, an
7 explanation of the basis for such allegation.

8 “(c) ENFORCEMENT BY FEDERAL TRADE COMMIS-
9 =SION.

10 “(1) POWERS OF COMMISSION.—The Federal
11 Trade Commassion shall enforce this section in the
12 same manner, by the same means, and with the same
13 Jurisdiction, powers, and duties as though all applica-
14 ble terms and provisions of the Federal Trade Com-
15 mission Act (15 U.S.C. 41 et seq.) were incorporated
16 wmto and made a part of this section.

17 “(2) PRIVILEGES AND IMMUNITIES.—Any person
18 who engages in an act or practice described in sub-
19 section (b) shall be subject to the penalties and enti-
20 tled to the privileges and vmmunities provided in the
21 Federal Trade Commission Act (15 U.S.C. 41 et seq.).
22 “(d) AurHority PrESERVED.—Nothing in this sec-

23 tion shall be construed to—
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“(1) limat, modify, or expand the authority of
the Federal Trade Commassion under any other pro-
vision of law; or
“(2) alter any defense currently available under
the Federal Trade Commission Act (15 U.S.C. 41 et
seq.).”.
(b) TECHNICAL AND CONFORMING AMENDMENT.—The
table of sections for chapter 29 of title 35, United States
Code, as amended by section 8, is amended by inserting

after the item relating to section 299C the following:

“299D. Bad-faith demand letters.”.
SEC. 10. TRANSPARENCY OF PATENT TRANSFER.
(a) PATENT AND TRADEMARE OFFICE PRO-
CEEDINGS.—
(1) IN GENERAL.—Chapter 26 of title 35, Unaited
States Code, is amended by inserting after section 261
the following:
“§261A. Disclosure of information relating to patent
ownership
“(a) DEFINITIONS.—In this section:
“(1) PERIOD OF NONCOMPLIANCE.—The term
‘veriod of noncompliance’ refers to a period of time
during which the assignee or the ultimate parent enti-
ty of an assignee of a patent has not been disclosed
to the United States Patent and Trademark Office in
accordance with this section.
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“(2) ULTIMATE PARENT ENTITY.—

“(A) IN GENERAL.—Kuxcept as provided in
subparagraph (B), the term ‘ultimate parent en-
tity” has the meaning given such term in section
801.1(a)(3) of title 16, Code of Federal Regula-
tions, or any successor requlation.

“(B) MODIFICATION OF DEFINITION.—The
Durector may by regulation modify the definition
of the term ‘ultimate parent entity’.

“(b) REQUIREMENT TO DISCLOSE ASSIGNMENT.—An
assignment of all substantial rights in an issued patent
shall be recorded in the Patent and Trademark Office—

“(1) not later than the date on which the patent

15 assued; and

“(2) when any subsequent assignment 1is made
that results in a change to the ultimate parent enti-
ty—

“(A) not later than 3 months after the date
on which such assignment 1s made; or

“(B) in the case of an assignment made as
part of a corporate acquisition that meets the re-
porting thresholds under section 7A(a)(2) of the
Clayton Act (15 U.S.C. 18a(a)(2)), not later
than 6 months after the closing date of such ac-

quasition.
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“lc) DISCLOSURE REQUIREMENTS.—A  disclosure

under subsection (b) shall include the name of the assignee

and the ultimate parent entity of the assignee.

“(d) FAILURE To CompPLY.—In a civil action in which

a party asserts a claim for infringement of a patent, if there

was a failure to comply with subsection (b) for the patent—

“(1) the party asserting infringement of the pat-
ent may not recover increased damages under section
284 or attorney fees under section 285 with respect to
mfringing actwities taking place during any period
of moncompliance, unless the denial of such damages
or fees would be manafestly unjust; and

“(2) the court shall award to a prevailing ac-
cused infringer reasonable attorney fees and expenses
meurred in  discovering the identity of any undis-
closed entity required to be disclosed under subsection
(b), unless such sanctions would be manifestly un-
Just.”.

(2) APPLICABILITY.—The amendment made by
paragraph (1) shall apply to any patent for which a
notice of allowance s issued on or after the date of
enactment of this Act.

(3) CONFORMING AMENDMENT.—The table of sec-

tions for chapter 26 of title 35, United States Code,
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18 amended by adding at the end the following new

item:

“261A. Disclosure of information relating to patent ownership.”.

(b) REGULATIONS.—The Director may promulgate
such requlations as are necessary to establish a registration
fee in an amount sufficient to recover the estimated costs
of administering section 261A of title 35, United States
Code, as added by subsection (a), to facilitate the collection
and maintenance of the information required by the amend-
ments made by this section and section 3(b) of this Act,
and to ensure the timely disclosure of such information to
the public.

SEC. 11. INTER PARTES REVIEW AND POST-GRANT PRO-
CEEDINGS.
(a) AMENDMENTS TO CHAPTER 31.—Chapter 31 of
title 35, Unated States Code, is amended—
(1) in section 313—
(A4) by striking “If an” and inserting “(a)
IN GENERAL—If an”; and
(B) by adding at the end the following:

“(b) SUPPORTING EVIDENCE.—A preliminary re-
sponse filed under subsection (a) may be supported by affi-
davits or declarations of supporting evidence and opinions,
or such other information as the Director may require by

requlation. The petitioner may seek leave to file a reply to

*S 1137 RS



97

1 respond to new issues raised in the preliminary response,

2 within a time period set by the Director.”;

3

© o 9 o W A

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

(2) in section 314—
(A) in subsection (a)—
(1) by striking “The Director” and in-
serting the following:

“(1) The Director”;

(1r) by inserting “and any reply” after
“any response’’; and

(111) by adding at the end the fol-
lowing:

“(2) The Director may choose not to institute a
proceeding under this section if the Dirvector deter-
manes that institution would not serve the interests of
Justice. In making this determination, the Director
shall — consider, among other appropriate factors,
whether the grounds of unpatentability on prior art
or arguments set forth in the petition are the same or
substantially the same as those considered and de-
cided wn a prior judicial proceeding, or in a prior
proceeding before the Office involving the same claim
or claims (including a decision by the Director not to
mstitute a proceeding under this chapter), and wheth-
er there 1s another proceeding or matter involving the

same patent pending before the Office.
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1 “(3) An anter partes review shall not be insti-
2 tuted on the basis that the evidentiary standard before
3 the Office differs from the evidentiary standard that
4 was used in a proceeding before a court of the United
5 States to adjudicate the claim or claims challenged in
6 the petition.”; and
7 (B) wn subsection (b)—
8 (1) in paragraph (1), by striking “re-
9 cewing a preliminary response to the peti-
10 tion” and inserting “recetving the last of a
11 preliminary response to the petition or a
12 reply”’; and
13 (11) 1 paragraph (2)—
14 (1) by striking ““is filed, the” and
15 mserting “is filed or reply is requested,
16 the”; and
17 (I1) by inserting “or reply may be
18 requested” after “may be filed”;
19 (3) in section 315—
20 (A) by amending subsection (b) to read as
21 Jollows:
22 “(b) PATENT OWNER’S ACTION.—An inter partes re-

23 wview may not be instituted with respect to a particular
24 claim of a patent if the petition requesting the proceeding

25 s filed more than 1 year after the date on which the peti-

*S 1137 RS



O© o0 3 O WD B W N

[\ TN NG TN N T NG R NS R NS R N e T e e T e T e T e T
[ B NG U N N = = NN - BN B e ) W ) TR ~S O I NO R e

99
twoner, real party wn interest, or privy of the petitioner is
served with a complaint alleging infringement of that pat-
ent clavm. The time limitation set forth in the preceding
sentence shall not apply to a request for joinder under sub-
section (¢).”;

(B) in subsection (c), by adding at the end
the following: “A petitioner may petition to add
additional patent claims in an instituted inter
partes review in which the petitioner is a party,
if such petition 1s made within 1 year after the
date on which that petitioner, or the real party
m anterest or privy of that petitioner, is served
with an amended complaint or other paper in a
pending litigation for the first time alleging in-
fringement by one or more of them of those pat-
ent claims to be added.”; and

(C) in subsection (e), by adding at the end
the following:

“(3) REPRESENTATION BY EITHER PARTY—A
party i an inter partes review of a clavm in a pat-
ent under this chapter, or the real party in interest
or privy of such party, shall be bound n a subsequent
proceeding before the Office or civil action in a court
of the Unated States by any representations regarding

clavm construction made by the party during the
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wter partes review with respect to the prosecution

hastory of the patent that were finally adopted by the

Office in deciding the inter partes review.”; and

(4) in section 316—

(A) in subsection (a)—

(1) in paragraph (5), by redesignating
subparagraphs (A) and (B) as clauses (1)
and (1n), respectively, and by adjusting the
margins accordingly;

(11) by redestgnating paragraphs (1)
through (13) as subparagraphs (A) through
(M), respectively, and adjusting the margins
accordingly;

(11r) by striking “The Director shall
prescribe requlations—" and inserting the

Jollowing:

“(1) IN GENERAL.—The Director shall prescribe

requlations—"";

(1v) by amending subparagraph (J), as
redesignated, to read as follows:

“(J) providing either party with the right

to have testimony (including cross examination

of adverse witnesses) heard live by the panel de-

ciding the review where the panel finds that such

testimony would facilitate resolution of the case
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because genuine issues of material fact, con-

Jlicting expert opinions, or issues of witness

credibility exist, followed by an oral hearing be-

fore that panel as part of the proceeding;”;

(v) in subparagraph (L), as redesig-
nated, by striking “and’;

(vi) in subparagraph (M), as redesig-
nated, by striking the period at the end and
mserting the following: “, including not less
than 1 meaningful opportunity to respond
to any substitute clavm offered as an
amendment to the patent under subsection
(d);”; and

(vir) by adding at the end the fol-
lowing:

“(N) providing that for all purposes under

this chapter—

*S 1137 RS
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art and the prosecution history pertaining
to the patent; and
“(11) 1if a court of the Unated States has

previously construed the clavm or a clavm

term, or made a determination as to the

patent’s validity, in a proceeding or an ac-

tion an which the patent owner was a

party, the Office shall consider such claim

construction or determination; and

“(0) requiring that all decisions of the Pat-
ent Trial and Appeal Board in its proceedings
be available to the public in an easily accessible,
searchable form.

“(2)  REQUIREMENTS.—The regulations pre-

seribed under paragraph (1)(1) shall provide that—

“(A) an amendment to propose 1 or more
substitute claims shall be made wn the patent
holder’s first paper following institution (other
than a request for rehearing) and not later than
30 days after the institution of the proceeding,
unless otherwise agreed to by the parties;

“(B) any substitute claim must narrow the
scope of the cancelled clavm and may not intro-

duce new subject matter;

*S 1137 RS



O© o0 3 O WD B W N

[\© TN NG I N T NG N NG I NG R N e T e e T e T e e T
[ B NG U N N = = N R - BN B e ) W ) TR ~SU O I NO S e

103

“(C) any amendment shall respond to «a
ground of unpatentability involved in the trial;

“(D) the petitioner shall have a meaningful
opportunity to file a written response as to
whether the substitute clavm meets the require-
ments of subparagraphs (A) through (C) and
whether the substitute clavm is unpatentable; and

“(E) if a substitute claim meets the require-
ments of subparagraphs (A) through (C), the pe-
titroner shall have the burden of proving a prop-
osition of unpatentability of the substitute claim
by a preponderance of the evidence.”;

(B) in subsection (b), by inserting “the in-
terests in clarity in scope and reliance on intel-
lectual property rights,” after “patent system,”;
and

(C) wn subsection (e)—

(1) by striking “In an inter partes”
and inserting “(1) IN GENERAL—In an
inter partes’;

(11) by striking “the petitioner” and
mserting  “the challenged patent shall be
presumed to be valid. The petitioner”; and

(11r) by adding at the end the fol-

lowing:
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“(2) RULE OF CONSTRUCTION.—Nothing wn this
subsection shall be construed to impact the operation
of section 282(a) wn proceedings in a court of the

United States.”.

(b) AMENDMENTS TO CHAPTER 32.—Chapter 32 of
title 35, Unated States Code, is amended—

(1) in section 323—
(A) by striking “If a post-grant” and in-
serting “(a) IN GENERAL.—If a post-grant”; and
(B) by adding at the end the following:

“(b) SuPPORTING EVIDENCE.—A preliminary re-
sponse filed under subsection (a) may be supported by affi-
davits or declarations of supporting evidence and opinions,
or such other information as the Director may requive by
requlation. The petitioner may seek leave to file a reply to
respond to new issues raised in the preliminary response,
within a time period set by the Director.”;

(2) in section 324—
(A) in subsection (a)—
(1) by striking “The Director” and in-
serting the following:
“(1) The Director”; and
(11) by adding at the end the following:
“(2) The Director may choose not to institute a

proceeding under this section if the Dirvector deter-
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manes that institution would not serve the interests of
Justice. In making this determination, the Director
shall consider, among other appropriate factors, the
grounds of unpatentability on prior art or arguments
set forth in the petition are the same or substantially
the same as those considered and decided wn a prior
Judicial proceeding, or in a prior proceeding before
the Office involving the same claim or claims (includ-
mg a deciston by the Director not to institute a pro-
ceeding under this chapter), and whether there is an-
other proceeding or matter involving the same patent
pending before the Office.”; and

(B) wn subsection (c)—

(1) in paragraph (1), by striking “re-

cewing a preliminary response to the peti-

tion” and nserting “recetwving the last of a

preliminary response to the petition or a

reply”’; and

(11) wn paragraph (2)—

(1) by striking “is filed, the” and
mserting “is filed or reply is requested,
the”; and

(I1) by inserting “or reply may be

requested” after “may be filed’;
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(3) in section 325(e), by adding at the end the

Jollowing:

“(3) REPRESENTATIONS BY EITHER PARTY—A
party mn a post grant review of a claim wm a patent
under this chapter, or the real party in interest or
privy of such party, shall be bound in a subsequent
proceeding before the Office or civil action in a court
of the United States by any representations regarding
clavm construction made by the party during the post
grant review with respect to the prosecution history of
the patent that were finally adopted by the Office in
deciding the post grant review.”; and

(4) in section 326—

(A) in subsection (a)—

(1) by redestgnating paragraphs (1)
through (12) as subparagraphs (A) through
(L), respectively, and adjusting the margins
accordingly;

(11) by striking “The Director shall

b

prescribe requlations—"" and inserting the
Jollowing:
“(1) IN GENERAL.—The Director shall prescribe
requlations—";

(11r) by amending subparagraph (J),

as redesignated, to read as follows:
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“tJ) providing either party with the right
to have testimony (including cross examination
of adverse witnesses) heard live by the panel de-
ciding the review where the panel finds that such
testimony would facilitate resolution of the case
because genuine issues of material fact, con-
Jlicting expert opinions, or issues of witness
credibility exist, followed by an oral hearing be-
Jore that panel as part of the proceeding;”;

(i) in subparagraph (K), as redesig-
nated, by striking “and” at the end;

(v) in subparagraph (L), as redesig-
nated, by striking the period at the end and
mserting the following: *, including not less
than 1 meaningful opportunity to respond
to any substitute clavm offered as an
amendment to the patent under subsection
(d);”; and

(vi) by adding at the end the following:
“(M) providing that for all purposes under

this chapter:

“(1) each clavm of a patent shall be
construed as such claim would be mn a civil
action to imvalidate a patent under section

282(b), wcluding construing each claim of
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the patent in accordance with the ordinary
and customary meaning of such claim as
understood by one of ordinary skill in the
art and the prosecution history pertaining
to the patent; and
“(11) 1if a court of the Unated States has
previously construed the clavm or a clavm
term, or made a determination as to the
patent’s validity, in a proceeding or an ac-
tion an which the patent owner was a
party, the Office shall consider such claim
construction or determination; and
“(N) requiring that all decisions of the Pat-
ent Trial and Appeal Board in its proceedings
be available to the public in an easily accessible,
searchable form.

“(2)  REQUIREMENTS.—The regulations pre-

seribed under paragraph (1)(1) shall provide that—

“(A) an amendment to propose 1 or more
substitute claims shall be made wn the patent
holder’s first paper following institution (other
than a request for a rehearing) and not later
than 30 days after the institution of the pro-

ceeding, unless otherwise agreed to by the parties;

*S 1137 RS



O© o0 3 O WD B W N

[\ 2 \© R \O I O R N e e e e e T e T e e
W N = O O 0N N N RN = O

109

“(B) any substitute claim must narrow the
scope of the cancelled clavm and may not intro-
duce new subject matter;

“(C) any amendment shall respond to «a
ground of unpatentability involved in the trial;

“(D) the petitioner shall have a meaningful
opportunity to file a written response as to
whether the substitute clavm meets the require-
ments of subparagraphs (A) through (C) and
whether the substitute clavm is unpatentable; and

“(E) if a substitute claim meets the require-
ments of subparagraphs (A) through (C), the pe-
titioner shall have the burden of proving a prop-
osition of unpatentability of the substitute claim
by a preponderance of the evidence.”;

(B) in subsection (b), by inserting “the in-
terests in clarity wn scope and reliance on intel-
lectual property rights,” after “patent system,”;
and

(C) wn subsection (e)—

(1) by striking “In a post-grant” and
mserting “(1) IN GENERAL—In a post-

5 ”»,
grant”;
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(11) by striking “the petitioner” and
imserting  “the challenged patent shall be
presumed to be valid. The petitioner”; and
(111) by adding at the end the fol-
lowing:

“(2) RULE OF CONSTRUCTION.—Nothing in this
subsection shall be construed to impact the operation
of section 282(a) wn proceedings in a court of the
United States.”.

(¢) DIRECTOR REQUIREMENTS.—

(1) THREE-MEMBER PANELS.—Not later than 1
year after the date of enactment of this Act, the Direc-
tor shall prescribe requlations governing the composi-
tion of panels convened to adjudicate a post-grant re-
view or inter partes review under section 6 of title 35,
Unated States Code, to ensure that the panel adjudi-
cating such proceeding consists of not more than 1 in-
dwidual, 1if any, who participated in the decision to
wstitute such proceeding. Such regulations may pre-
scribe that the decision to institute a proceeding shall
be made by designees of the Director other than mem-
bers of the Patent Trial and Appeal Board.

(2) REPRESENTATIONS TO THE OFFICE.—

(A) REGULATIONS.—Not later than 1 year

after the date of enactment of this Act, the Direc-
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tor shall 1ssue requlations to make clear that an

attorney or wunrepresented party presenting a

statement, petition, or other submission to the

Office does so under an obligation substantially

similar to the obligations contained in rule 11 of

the Federal Rules of Civil Procedure.

(B) INTERACTION WITH EXISTING RULES.—
Regulations promulgated wnder this paragraph
shall not be construed to undermine or otherwise
limat existing requlations governing professional
conduct before the Office, including requlations
recognizing the duty of candor and good faith,
the duty to disclose i a proceeding under section
311 or 321 of title 35, Unated States Code, infor-
mation that is inconsistent with a position ad-
vanced by the party during such proceeding, and
the duty to disclose information material to pat-
entability.

(d) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as provided in para-
graph (2), the Director shall, not later than the date
that s 1 year after the date of enactment of this Act,
1ssue requlations implementing the amendments made
by this section to chapters 31 and 32 of title 35,
United States Code.
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(2) ExXcEPTION.—The Director shall, not later

than the date that is 6 months after the date of enact-
ment of this Act, issue regulations implementing the
amendments made by this section to paragraph (10)
of sections 316(a) and 326(a) of title 35, United
States Code, the amendment adding paragraph (14)
to section 316(a) of title 35, United States Code, and
the amendment adding paragraph (13) to section
326(a) of title 35, Unated States Code.

(3)  REGULATIONS.—The  regulations issued
under thas section shall take effect on the date on
which they are issued and shall apply to all pro-
ceedings under chapters 31 and 32 of title 35, United
States Code, for which a petition for review under
section 311 or 321 of title 35, United States Code, 1is
filed on or after such date of issuance.

SEC. 12. PROTECTION OF INTELLECTUAL PROPERTY LI-
CENSES IN BANKRUPTCY.

(a) IN GENERAL—Section 1522 of title 11, United

States Code, 1is amended by adding at the end the following:

“le) Section 365(n) shall apply to cases under this

chapter. If the foreign representative rejects or repudiates

a contract under whach the debtor is a licensor of intellec-

tual property, the licensee under such contract shall be enti-
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1 tled to make the election and exercise the rights described

2 an section 365(n).”.

3

© o 9 o W A

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

(b) TRADEMARKS.—
(1) AMENDMENT.—Section 101(35A) of title 11,
United States Code, s amended—

(A) in subparagraph (E), by striking “or’;

(B) in subparagraph (F), by adding “or” at
the end; and

(C) by adding after subparagraph (F) the
Jollowing new subparagraph:

“(G) a trademark, service mark, or trade
name, as those terms are defined in section 45 of
the Act of July 5, 1946 (commonly referred to as
the ‘Trademark Act of 1946 (15 U.S.C. 1127)),”.
(2) CONFORMING AMENDMENT.—Section

365(m)(2) of title 11, Unated States Code, 1s amend-
ed—

(A) in subparagraph (B)—

(1) by striking “royalty payments” and
wmserting “royalty or other payments”; and

(11) by striking “and” after the semi-
colon;

(B) i subparagraph (C), by striking the
period at the end of clause (iv) and inserting

and”’; and
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(C) by adding at the end the following new
subparagraph:

“(D) in the case of a trademark, service
mark, or trade name, the licensee shall not be re-
lieved of any of its obligations to maintain the
quality of the products and services offered under
or in connection with the licensed trademartk,
service mark, or trade name, and the trustee
shall retain the right to oversee and enforce qual-
vty control for said products and/or services.”.

(¢c) EFFECTIVE DATE.—The amendments made by this
section shall take effect on the date of enactment of this Act
and shall apply to any case that is pending on, or for which
a petition or complaint s filed on or after, such date of
enactment.

SEC. 13. SMALL BUSINESS EDUCATION, OUTREACH, AND IN-

FORMATION ACCESS.

(a) SMALL BUSINESS EDUCATION AND OUTREACH.—

(1) RESOURCES FOR SMALL BUSINESS.—Using

existing resources, the Director shall develop edu-

cational resources for small businesses to address con-
cerns arising from patent infringement.

(2) SMALL BUSINESS PATENT OMBUDSMAN.—The

existing small business patent outreach programs of

the Office, in consultation with the relevant offices at
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[E—

the Small Business Administration and the Minority

Business Development Agency, shall provide edu-

cation and awareness regarding resources available

Jor those persons responding to allegations of patent

mfringement.

(b) IMPROVING INFORMATION TRANSPARENCY FOR
SMALL BUSINESS AND THE UNITED STATES PATENT AND

TRADEMARK OFFICE USERS.—

O o0 9 N U B W

(1) WEB SITE.—Using existing resources, the Di-

10 rector shall create a user-friendly section on the offi-
11 cial Web site of the Office to notify the public when
12 a patent case 1s brought in Federal court and, with
13 respect to each patent at issue in such case, the Direc-
14 tor shall include—

15 (A) information disclosed under section
16 261A of title 35, Unated States Code, as added
17 by section 10, and section 281B(D) of title 35,
18 Unated States Code, as added by section 3; and
19 (B) any other information the Director de-
20 termines to be relevant.

21 (2) FOrRMAT—In order to promote accessibility
22 Jfor the public, the information described in paragraph
23 (1) shall be searchable by patent number, patent art
24 area, and entity.
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AND EXAMINATION.

(a) STUDY ON SECONDARY MARKET OVERSIGHT FOR
PATENT TRANSACTIONS TO PROMOTE TRANSPARENCY AND

EraroArL BUSINESS PRACTICES.—

(1) StupYy REQUIRED.—The Director, in con-

sultation with the Secretary of Commerce, the Sec-
retary of the Treasury, the Chairman of the Securities
and Exchange Commission, the heads of other rel-
evant agencies, and interested parties, shall, using ex-

isting resources of the Office, conduct a study—

(A4) to develop legislative recommendations
to ensure greater tramsparency and account-
ability in patent transactions occurring on the
secondary market;

(B) to examine the economic vmpact that
the patent secondary market has on the United
States;

(C) to examine licensing and other oversight
requirements that may be placed on the patent
secondary market, including on the participants
m such markets, to ensure that the market 1s a
level playing field and that brokers in the market
have the requisite expertise and adhere to ethical

business practices; and
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(D) to examine the requirements placed on
other markets.

(2) REPORT ON STUDY.—Not later than 18

months after the date of enactment of this Act, the Di-

rector shall submit a report to the Commattee on the

Judiciary of the House of Representatives and the

Commattee on the Judiciary of the Senate on the find-

mgs

and recommendations of the Director from the

study required under paragraph (1).

(b)

DURES.—

STtupy ON PATENT SMALL CLAIMS PROCE-

(1) STUDY REQUIRED.—

(A) IN GENERAL.—The Director of the Ad-
manastrative Office of the Unated States Courts,
m consultation with the Dirvector of the Federal
Judicial Center and the United States Patent
and Trademark Office, shall, using existing re-
sources, conduct a study to examine the idea of
developing a pilot program for patent small
clavms procedures in certain judicial districts
within the existing patent pilot program man-
dated by Public Law 111-349.

(B) CONTENTS OF STUDY.—The study

under subparagraph (A) shall examine—
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(i) the mnecessary criteria for using
small clarms procedures;

(11) the costs that would be incurred for
establishing, maintarning, and operating
such a pilot program; and

(111) the steps that would be taken to
ensure that the procedures used in the pilot
program are not masused for abusive patent
litigation.

(2) REPORT ON STUDY.—Not later than 1 year
after the date of enactment of this Act, the Director
of the Admanistrative Office of the Unated States
Courts shall submit a report to the Commaittee on the
Judiciary of the House of Representatives and the
Committee on the Judiciary of the Senate on the find-
mgs and recommendations of the Director of the Ad-
ministrative Office from the study required under
paragraph (1).

(¢) STUDY ON BUSINESS METHOD PATENT (QUAL-
ITY.—

(1) GAO stupy.—The Comptroller General of
the United States shall, using existing resources, con-
duct a study on the volume and nature of litigation

mvolving business method patents.
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1 (2) CONTENTS OF STUDY.~—The study required
2 under paragraph (1) shall focus on examining the
3 quality of business method patents asserted in suits
4 alleging patent infringement, and may include an ex-
5 amination of any other areas that the Comptroller
6 General determines to be relevant.
7 (3) REPORT TO CONGRESS.—Not later than 1
8 year after the date of enactment of this Act, the
9 Comptroller General shall submit to the Committee on
10 the Judiciary of the House of Representatives and the
11 Committee on the Judiciary of the Senate a report on
12 the findings and recommendations from the study re-
13 quired by this subsection, including recommendations
14 Jor any changes to laws or requlations that the Comp-
15 troller General considers appropriate on the basis of
16 the study.
17 SEC. 15. TECHNICAL CORRECTIONS TO THE LEAHY-SMITH
18 AMERICA INVENTS ACT AND OTHER IM-
19 PROVEMENTS.
20 (a) ESTOPPEL.—Section 325(e)(2) of title 35, United
21 States Code, is amended by striking “or reasonably could

22 have raised”.

23 (b) PTO PATENT REVIEWS.—

24 (1) CLARIFICATION.
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(A) SCcOPE OF PRIOR ART—Section
18(a)(1)(C)(i) of the Leahy-Smith Awmerica In-
vents Act (35 U.S.C. 321 note) is amended by
striking  “section 102(a)” and inserting “sub-
section (a) or (e) of section 102

(B) KEFFECTIVE DATE—The amendment
made by subparagraph (A) shall take effect on
the date of the enactment of this Act and shall
apply to any proceeding pending on, or filed on
or after, such date of enactment.

(2) AUTHORITY TO WAIVE FEE.—Subject to
available resources, the Director may waive payment
of a filing fee for a transitional proceeding described
under section 18(a) of the Leahy-Smith America In-
vents Act (35 U.S.C. 321 note).

(¢) TECHNICAL CORRECTIONS.—

(1) NOVELTY.—

(A) AMENDMENT.—Section 102(b)(1)(A) of
title 35, United States Code, 1is amended by
striking “the inventor or joint inventor or by an-
other” and inserting “the inventor or a joint in-
ventor or another”.

(B) EFFECTIVE DATE—The amendment
made by subparagraph (A) shall be effective as

if ancluded im the amendment made by section
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3(b)(1) of the Leahy-Smaith America Invents Act

(Public Law 112-29).

(2) INVENTOR’S OATH OR DECLARATION.

(A) REQUIREMENT TO EXECUTE.—Section
115(a) of title 35, Unated States Code, s amend-
ed in the second sentence by striking “shall exe-
cute” and wserting “may be required by the Di-
rector to execute”.

(B) KEFFECTIVE DATE.—The amendment
made by subparagraph (A) shall be effective as
if ancluded i the amendment made by section
4(a)(1) of the Leahy-Smith America Invents Act
(Public Law 112-29).

(3) ASSIGNEE FILERS.—

(A) BENEFIT OF EARLIER FILING DATE;
RIGHT OF PRIORITY.—Section 119(e)(1) of title
35, United States Code, is amended, wn the first
sentence, by striking “by an inventor or inven-
tors named” and inserting “that names the in-
ventor or a joint inventor”.

(B) BENEFIT OF EARLIER FILING DATE IN
THE UNITED STATES.—RSection 120 of title 35,
United States Code, is amended, in the first sen-

tence, by striking “names an inventor or joint
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mventor” and inserting “names the inventor or
a joint inventor”.

(C) EFFECTIVE DATE.—The amendments
made by this paragraph shall take effect on the
date of the enactment of this Act and shall apply
to any patent application, and any patent
wssuing from such application, that s filed on or
after September 16, 2012.

(4) DERIVED PATENTS.—

(A) AMENDMENT.—Section 291(b) of title
35, United States Code, s amended by striking
“or joint inventor” and inserting “or a joint in-
ventor”.

(B) EFFECTIVE DATE.—The amendment
made by subparagraph (A) shall be effective as
if ancluded inm the amendment made by section
3(h)(1) of the Leahy-Smith America Invents Act
(Public Law 112-29).

(5)  SPECIFICATION.—Notwithstanding — section
4(e) of the Leahy-Smith America Invents Act (Public
Law 112-29; 125 Stat. 297), the amendments made
by subsections (¢) and (d) of section 4 of such Act
shall apply to any proceeding or matter that is pend-
g on, or filed on or after, the date of the enactment

of this Act.
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(6) TIME LIMIT FOR COMMENCING MISCONDUCT

PROCEEDINGS.—

(A) AMENDMENT.—The fourth sentence of
section 32 of title 35, Unated States Code, 1is
amended by striking “1 year” and inserting “18
months”.

(B) KEFFECTIVE DATE—The amendment
made by this paragraph shall take effect on the
date of the enactment of this Act and shall apply
to any action in which the Office files a com-
plaint on or after such date of enactment.

(7) PATENT OWNER RESPONSE.—

(A) CONDUCT OF INTER PARTES REVIEW.—
Paragraph (8) of section 316(a) of title 35,
United States Code, s amended by striking “‘the
petition under section 3137 and inserting “‘the
petition under section 3117

(B) CONDUCT OF POST-GRANT REVIEW.—
Paragraph (8) of section 326(a) of title 35,
United States Code, is amended by striking “the
petition under section 3237 and inserting “the
petition under section 3217

(C) EFFECTIVE DATE.—The amendments
made by this paragraph shall take effect on the
date of the enactment of this Act.
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(8) GLOBAL WORKSHARING.—Section 122 of title

35, United States Code, 1s amended—

(A) n subsection (a), by striking “‘sub-
section (b)” and inserting “subsections (b) and
(1) and

(B) by adding at the end the following:

“(f) FOREIGN OR INTERNATIONAL FILING.—The Direc-
tor may provide information concerning an application for
a patent to a foreign country or international intergovern-
mental organization if a corresponding application s filed
wn such foreign country or with such international intergov-
ernmental organization. If the corresponding application is
an nternational application, such information may also
be provided to an International Searching Authority, an
International Preliminary Examining Authority, and the
International Bureaw (as defined in section 351).”.

(9)  APPOINTMENTS  CLARIFICATION.—RSection

3(b)(3) of title 35, United State Code, 1is amended—

(A4) by redestgnating subparagraphs (A)
and (B) as subparagraphs (B) and (C), respec-
twvely;

(B) by inserting before subparagraph (B),
as redesignated, the following:

“(A) nominate, for appointment by the Sec-

retary of Commerce, such officers as the Director
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considers necessary to carry out the functions of

the Office and who may exercise any authority

delegated by the Director or a Commissioner;”;
and

(C) wn subparagraph (B), as redesignated,
by striking “officers, employees (including attor-
neys),” and inserting “employees (including at-
torneys)”.

(10) PUBLIC ADVISORY COMMITTEES.—Section
5(h) of title 35, United States Code, 1is amended by
mserting before the period at the end the following:
except that members of each Advisory Committee shall
be considered to be serving on an advisory committee
within the meaning of the Federal Advisory Com-
mittee Act for purposes of section 208(D)(3) of title
187,

(11) ELECTRONIC FILING TIMEZONE ALIGN-
MENT.—

(A) AMENDMENT—Section 21 of title 35,

Unated States Code, is amended by—

(1) redesignating subsection (b) as sub-
section (c¢), and
(11) nserting after subsection (a) the

Jollowing:
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“(b) The Director may by rule prescribe that any

paper or fee required to be filed in the Unated States Patent
and Trademark Office will be considered filed in the Office

on the date on which it 1s submaitted using the electronic

filing system prescribed by the Divector or would have been

submitted but for filing system interruptions or emergencies
designated by the Director.”.

(B) EFFECTIVE DATE—The amendments
made by this paragraph shall take effect on the
date that 1s 1 year after the date of enactment
of this Act and shall apply to papers or fees that
are filed on or after that effective date.

(d) MANAGEMENT OF THE UNITED STATES PATENT
AND TRADEMARK OFFICE.—
(1) IN GENERAL.—Section 3(b)(1) of title 35,
Unated States Code, 1s amended in the first sen-
tence—

(A) by striking “be vested with the author-
ity to act in the capacity of the” and inserting
“serve as Acting”’; and

(B) by inserting before the period “or in the
event of a vacancy in the office of the Director”.
(2) EFFECTIVE DATE.—The amendments made

by paragraph (1) shall take effect on the date of en-
actment of this Act and shall apply with respect to
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appointments and vacancies occurring before, on, or

after the date of enactment of this Act.

(¢) EXTENSION OF FEE SETTING AUTHORITY.—Sec-
tion 10(1)(2) of the Leahy-Smith America Invents Act (Pub-
lic Law 112-29; 125 Stat. 319) is amended by striking “7-

year” and inserting “14-year”.
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(f) PATENTS FOR HUMANITY PROGRAM.—

(1) SHORT TITLE.—This subsection may be cited
as the “Patents for Humanity Program Improvement
Act”.

(2) TRANSFERABILITY OF ACCELERATION CER-
TIFICATES.—A holder of an acceleration certificate
wssued pursuant to the Patents for Humanity Pro-
gram (established in the notice entitled “Humani-
tarian Awards Pilot Program”, published at 77 Fed.
Reg. 6544 (February 8, 2012)), or any successor
thereto, of the Unated States Patent and Trademark
Office, may transfer (including by sale) the entitle-
ment to such acceleration certificate to another per-
son.

(3) REQUIREMENT.—An acceleration certificate
transferred under paragraph (1) shall be subject to
any other applicable limitations under the notice en-

titled “Humanvtarian Awards Pilot Program”, pub-
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lished at 77 Fed. Reg. 6544 (February 8, 2012), or

any successor thereto.

SEC. 16. INSTITUTIONS OF HIGHER EDUCATION AND NON-
PROFIT RESEARCH.

Section 123(d) of title 35, United States Code, 1s
amended to read as follows:

“(d) INSTITUTIONS OF HIGHER EDUCATION AND NON-
PROFIT RESEARCH ORGANIZATIONS.—For purposes of this
section, a micro entity shall include an applicant who cer-
tifies that—

“(1) the applicant’s employer, from which the
applicant obtains the majority of the applicant’s in-
come, 18 an nstitution of higher education as defined
wm section 101(a) of the Higher Education Act of 1965
(20 U.S.C. 1001(a)), or a comparable organization
outside the United States;

“(2) the applicant has assigned, granted, con-
veyed, or is under an obligation by contract or law,
to assign, grant, or convey, a license or other owner-
ship interest in the particular applications to such an
mstitution of higher education;

“(3) the applicant is an institution of higher
education as defined in section 101(a) of the Higher
Education Act of 1965 (20 U.S.C. 1001(a)), or a com-

parable organization outside the United States;
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“(4) the applicant is an organization described
m section 501(c)(3) of the Internal Revenue Code of
1986 and exempt from taxation under section 501(a)
of such Code, or a comparable organization outside
the Unated States, that holds title to patents and pat-
ent applications on behalf of such an institution of
higher education for the purpose of facilitating com-
mercialization of the technologies of the patents and
patent applications; or

“(5) the applicant is an organization described
m section 501(c)(3) of the Internal Revenue Code of
1986 and exempt from taxation under section 501(a)
of such Code and certifies that—

“(A) the applicant performs, at least n
part, research or development activities for the
Federal Government; or

“(B) the applicant has assigned, granted, or
conveyed, or is under an obligation by contract
or law to assign, grant, or convey, a license or
other ownership interest in the particular appli-
cations to 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 performs, at least in part, re-
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search or development activities for the Federal
Government.”.
SEC. 17. EFFECTIVE DATE.

Except as otherwise provided in this Act, this Act and
the amendments made by this Act shall take effect on the
date of enactment of this Act, and shall apply to any patent
wssued, or any action filed, on or after that date.

SEC. 18. SEVERABILITY.

If any provision of this Act, or an amendment made
by this Act, or the application of such provision or amend-
ment to any person or circumstance, is held to be invalid,
the remainder of this Act, or an amendment made by this
Act, or the application of such provision to other persons

or circumstances, shall not be affected.
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