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The Effect of the
Leahy-Smith America
Invents Act on
Collaborative Research

ABSTRACT

Requirement under subsection 102(f) of
Title 35 of the United States Code that a
person “himself invent the subject matter
sought to be patented” has been removed
by the Leahy-Smith American Invents Act
(ATA) of 2011. At least one commentator
proposes amending the new Act to add
back this provision in order to prevent
unauthorized copiers from patenting ob-
vious variants of non-public inventions
derived from an original inventor. How-
ever, judicial precedent prior to OddzOn
Prods., Inc. v. Just Toys, Inc. generally does
not sanction obviousness considerations
under subsection 102(f). If a provision
- equivalent to subsection 102(f) is incorpo-

By N. Scott Pierce*

rated into the ATA that does block obvious
variants of derived subject matter, then the
Act should also be amended to provide
that subject matter that qualifies only
under that provision should not be prior
art to a claimed invention if, by the effec-
tive date of the claimed invention, it is
owned by the same person, subject to a
common obligation of assignment, or sub-
ject to a joint research agreement.

INTRODUCTION

The Leahy-Smith America Invents Act of
2011" represents the most substantial
change to American patent law since the
Patent Act of 1952,* and possibly since the
reinstatement of substantive patent exam-
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Joshua Sarnoff and Jim Smith for their helpful comments and suggestions. The author, however, is solely responsible for the views of
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1 Leahy-Smith America Invents Act, HL.R. REP. No. 112-98 (Ist Sess. 2011) [hereinafter AIA].

2 Patent Act of 1952, ch. 950 §1, 66 Stat. 798 (July 19, 1952).
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ination under the Patent Act of 1836.°
Among the most significant changes is
the restructuring of conditions for
patentability under 35 U.S.C. § 102 and,
in particular, elimination of subsection
102(f), which states that a person is enti-
tled to a patent unless “he did not himself
invent the subject matter sought to be
patented.”  Also gone is subsection
102(g)(2), barring a person from obtaining
a patent where, “before such person’s in-
vention thereof, the invention was made
in this country by another inventor who
had not abandoned, suppressed, or con-
cealed it.” In effect, while there is still the
positive requirement under section 101
that patents be obtained by “[w]hoever
invents or discovers a new and useful
process, machine, manufacture, composi-
tion of matter, or any new and useful im-
provement thereof,” the “conditions and
requirements” to which section 101 is
subject under Title 35 of the United States
Code now provide protection to inven-
tors who are the first to file or publicly
disclose their inventions, even if they
were not the first to invent.

The criteria for non-obviousness under
section 103 also have been changed to
eliminate exclusion of “prior art” that
qualifies only under “one or more of sub-
sections (e), (f), and (g) of section 102 of
this title ...” if the prior art and the claimed

subject matter are commonly owned or
subject to an obligation of assignment to
the same person at the time the invention
was made.* Therefore, anything that qual-
ifies as “prior art” under new section 102
can prohibit a person from obtaining a
patent under new section 103 if “the
claimed invention as a whole would have
been obvious ... to a person having ordi-
nary skill in the art to which the claimed
invention pertains.” Like the previous Act,
the conditions of section 103 specifically
state that “patentability shall not be
negated by the manner in which the inven-
tion is made.””

The new Act also replaces a statutory
provision for a contest between patent ap-
plications, or between a patent application
and a patent based on priority of inventor-
ship, known as an “interference proceed-
ing,” under section 135 of the Patent Act of
1952 with a “derivation proceeding.”
Under new section 135 of the AIA, a peti-
tion to institute a derivation proceeding is
proper when “an inventor named in an
earlier application derived the claimed in-
vention named in the petitioner’s applica-
tion and, without authorization, [files] the
earlier application claiming” an invention
that is “the same or substantially the same”
as that claimed by the petitioner.® How-
ever, as Joshua Sarnoff recently pointed
out, there is no standard in the AIA for “the

3 Patent Act of 1836, ch. 357, 5 Stat. 117 (July 4, 1836) (repealed 1870).

4 ATA, 35US.C. § 103 states:

§103 Conditions for patentability; non-obvious subject matter

A patent for a claimed invention may not be obtained, notwithstanding that the claimed invention is not identically disclosed as
set forth in section 102, if the differences between the claimed invention and the prior art are such that the claimed invention as a
whole would have been obvious before the effective filing date of the claimed invention to a person having ordinary skill in the
art to which the claimed invention pertains. Patentability shall not be negated by the manner in which the invention was made.

5 The word “negatived” in section 103 of the previous Act has been replaced by the word “negated,” although the legislative history
of the AIA states that no substantive change was intended by the substitution. H.R. REP. No. 112-98, at 43, n. 21 (1st Sess. 2011).

6 AIA,35U.5.C. §135.
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same or substantially the same,”” and be-
cause subsection 102(f) has been removed,
it is possible that original inventors of tech-
nology may not be able to stop copiers
from patenting obvious variants of inven-
tions communicated from original inven-
tors to them.® Prof. Sarnoff proposes
amending the new Act to add back subsec-
tion 102(f) in order to bar patent protection
of unauthorized copies of non-public in-
ventions and their obvious variants.’
Under current law, establishing that a
derived variant is “obvious” under section
103 requires that the subject matter under
subsection 102(f) be eligible as “prior art.”
However, prior to OddzOn Prods., Inc. v.
Just Toys, Inc.,' there is very little judicial
precedent for considering subject matter
under subsection 102(f) of the Patent Act of
1952 to be prior art. Rather, as discussed
below, courts generally, and the Supreme
Court in particular, had held that subject
matter under subsection 102(f) was not
considered to be prior art for obviousness
purposes.” It was only exclusion of subject
matter under subsection 102(f) from con-

sideration as evidence of obviousness
under section 103 when commonly owned
or subject to common assignment, pur-
suant to the Patent Act of 1984, that
prompted the Federal Circuit in OddzOn to
hold that such subject matter was to be
considered prior art when not so excluded.
Removal of subsection 102(f) from exclu-
sion under section 103, therefore, means
that, without more, amendment of the new
Act to introduce a provision equivalent to
subsection 102(f) will not ensure a statu-
tory basis for blocking obvious variants of
copied inventions.”? Further, if the ATA is
amended to include an equivalent to sub-
section 102(f), and even if subject matter
under a newly minted 102(f) is to be con-
sidered prior art for obviousness purposes,
then there must be further amendment to
exclude subject matter that qualifies only
under that subsection from consideration
as prior art where the subject matter and a
claimed invention are commonly owned,
subject to an obligation of assignment to
the same person, or subject to a joint re-
search agreement.

7 The United States Patent and Trademark Office recently has proposed rule § 42.405 that repeats this standard when comparing the
claimed inventions of the petitioner (originator) and the respondent (deriver):

§42.405 Content of petition
(a) Grounds for standing. The petition must:

EE

(2) Show that the petitioner has at least one claimn thatis:

(1) The same or substantially the same as the respondent’s claimed invention;

and

(i) Not patentably distinct from the invention disclosed to the respondent.

A4k

Fed. Reg. 77:28, page 7040, February 10, 2012. (Emphasis added.)

8 Joshua D. Sarnoff, Derivation and Prior Art Problems with the New Patent Act, 2011 Patently-O Patent Law Review 12.

9 Id. at 23 (“First, Congress needs to restore § 102(f).... Restored § 102(f} would also provide the PTAB [Patent Trial and Appeal
Board] with substantive grounds for denying claims to the copier (as obvious.in light of derived § 102(f) prior art).”)

10 122 F.3d 1396 (Fed. Cir. 1997).
11 See infra text at note 36.

12 Although, as pointed out by Prof. Sarnoff, the Court of Customs and Patent Appeals in I re Foster, 343 F2d 980 (C.C.P.A. 1965)
provides some historical precedent for “extending the meaning of ‘invention’ to include obvious varjants” under section 102 on policy

grounds. Sarnoff at 18.
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1. A Short History of
Statutory Provision for
Collaborative Research

Exclusions under section 103 of the Patent
Act of 1952 of commonly-owned prior art
under subsections 102(f) and (g) were en-
acted under the “Patent Law Amendments
Act of 1984,”3 which was intended to “en-
courage communication among members
of research teams, and patenting, and con-
sequently public dissemination, of the re-
sults of ‘team research,”* and to recognize
“the realities of modern day industrial re-
search and development.””” Subsection
102(e) was added to the exclusions under
section 103 by the American Inventors Pro-
tection Act of 1999.16

The Cooperative Research and Technol-
ogy Enhancement Act of 2004 (2004 CRE-
ATE Act) extended the scope of protection
provided by the 1984 and 1999 Acts by in-
cluding inter-institutional collaborations
under the phrase, “owned by the same
person or subject to an obligation of as-
signment to the same person.” " Pursuant
to the 2004 CREATE Act, under 35 US.C.
§ 103(c)(2):

[A] claimed invention shall be
deemed to have been owned by the
same person or subject to an obliga-
tion of assignment to the same per-
son if

(A) the claimed invention was
made by or on behalf of parties to a
joint research agreement that was in
effect on or before the date the
claimed invention was made;

(B) the claimed invention was
made as a result of activities under-
taken within the scope of the joint
research agreement; and

(C) the application for patent for
the claimed invention discloses or is
amended to disclose the names of
the parties to the joint research
agreement.'®

The AIA deletes reference under new
section 103 to subsections (e), (f) and (g) of
prior section 102. Much of the language
regarding common ownership consequent
to the 2004 CREATE Act has been pre-
served under new subsections 102(b)(2)(C)
and 102(c).”* However, because subsec-

13 Patent Law Amendments Act of 1984, Pub. L. No. 98-622, § 104(a), 98 Stat. 3384 (1984) [hereinafter 1984 Act].
14 Section-by-Section Analysis of H.R. 6286, Patent Law Amendments Act of 1984, 130 Cong. Rec. 28069, 28071 (Oct. 1, 1984),

reprinted in 1984 US.C.C.AN. 5827, 5833.

15 Innovation and Patent Law Reform: Hearings Before the Subcomm. on Courts, Civil Liberties, and the Administration of Justice of the
House Comm. on the Judiciary, 98th Cong,, 2d Sess., 61 (1984) [hereinafter 1984 House Hearings] (Statement of Harry . Manbeck, Jr.).

16 American Inventors Protection Act of 1999, Public. L. No. 106-113, 113 Stat. 1537-44 (1999) [hereinafter AIPA].
17 Cooperative Research and Technology Enhancement Act of 2004, Pub. L. No. 108-453, §2, 118 Stat. 3596 (2004) [hereinafter 2004

CREATE Act].
18 Id.

19 AIA, 35 U.S.C. § 102 (b)(2)(C) states:
§ 102 Conditions for patentability; novelty

# % 4

(b) Exceptions.-

* ok

(2) Disclosures appearing in applications and patents. — A disclosure shall not be prior art to a claimed invention under

subsection (a)(2) if —

% %

Footnote 19 continued on next page
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tions 102(f) and (g) have been eliminated,
provision for common ownership only ex-
tends to patents and published patent ap-
plications that would otherwise be prior
art under new subsection 102(a)(2),
which has its closest parallel to provisions
for patents and published patent applica-
tions under current 35 U.S.C. § 102(e).”!

2. Case Law Motivating
Legislative Intervention in
Collaborative Research

In 1973, the Court of Customs and Patent
Appeals in In re Bass,* in a case of first im-
pression,” held that:

[W]e rule against appellants and
hold that the use of the prior inven-

Footnote 19 continued from previous page

tion of another who had not aban-
doned, suppressed, or concealed it,
under the circumstances of this case
which include the disclosure of such
invention in an issued patent, is
available as “prior art” within the
meaning of that term in § 103 by
virtue of § 102(g).*

No exception was made by the court for
the fact that the events considered under
subsection 102(g) were all conducted by
members of a common research and de-
velopment program.” In addition to sub-
section 102(g), subsections 102(a), (b) and
(e), were also stated by the court to be
“prior art subsections,” and, therefore, rel-
evant to obviousness considerations

(C) the subject matter disclosed and the claimed invention, not later than the effective filing date of the claimed invention, were
owned by the same person or subject to an obligation of assignment to the same person.

ATA, 35 US.C. § 102(c) states:

{¢) Common Ownership Under Joint Research Agreements. - Subject matter disclosed and a claimed invention shall be
deemed to have been owned by the same person or subject to an obligation of assignment to the same person in applying the

provisions of subsection (b)2)(C} if ~

(1) the subject matter disclosed was developed and the claimed invention was made by, or on behalf of, 1 or more parties to a
joint research agreement that was in effect on or before the effective filing date of the claimed invention;

(2) the claimed mvention was made as a result of activities undertaken within the scope of the joint research agreement; and

(3) the application for patent for the claimed invention discloses or is amended to disclose the names of the parties to the joint

research agreement.
20 AlIA, 35 US.C. §102(a)(2) states:

§102. Conditions for patentability; novelty

(a) Novelty; Prior Art— A person shall be entitled to a patent unless -

* o

() the claimed invention was described in a patent issued under section 151, or in an application for patent published or deemed
published under section 122(b), in which the patent or apphcanon, as the case may be, names another inventor and was effectively filed

before the effective filing date of the claimed mvention.
21 35 US.C. § 102(e) currently states:

§ 102. Conditions for patentability; novelty and loss of right to patent

A person shall be entitled to a patent unless -

ok k

(e) the invention was described in (1) an application for patent, published under section 122(b), by another filed in the Untied States
before the invention by the applicant for patent or (2) a patent granted on an application for patent by another filed in the United States
before the invention by the applicant for patent, except that an international application filed under the treaty defined in section 351(a)
shall have the effects for the purposes of this subsection of an application filed in the United States only if the international apptication
designated the United States and was published under Article 21(2) of such treaty in the English language. ...

22 59 CCPA 1342 (CCPA 1973).

23 Id. at 1350 (“However, it is the first time we have considered combining § 102(g) and § 103 in the context of an ex parte rejection
entirely divorced from award of priority in an interference which established the prior inventorship relied on in rejecting.”).

24 Id. at 1355 (eruphasis added).

25 Id. at 1350 (“[Alpplicants [Bass, Jenkins, and Horvat] were working together on a common project, as evidenced by the facts in the

Rule 131 affidavit... .”)
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under 35 U.S.C. § 103, while subsections
102(c), (d) and (f) were explicitly held to
have no relevance to obviousness under
35U.5.C §103:

Of course, (c), (d), and (f) have no
relation to § 103 and no relevance to
what is “prior art” under § 103.
Only the remaining portions of §
102 deal with “prior art.” Three of
them, (a), (e), and (g), deal with
events prior to applicant’s inven-
tion date and the other, (b) with
events more than one year prior to
the U.S. application date. These are
the “prior art” subsections.2

Subsection 102(f) was understood by the
CCPA in Bass to relate only to derivation
in that it “deals with originality,"?
whereby “one who ‘did not himself invent
the subject matter’ (i.e., he did not origi-
nate it) has no right to a patent on it.”?

The “circumstances of this case” of Bass,
according to a later decision by the CCPA
in In re Clemens,” included “clear and con-
clusive evidence of priority”® and knowl-
edge of that fact by one of the inventors of
the prior invention:

In Bass, it was clear that at least one
of the three Bass co-inventors had
knowledge of the prior invention
before the making of the Bass inven-

26 Id. at 1360.

27 Id.

28 Id.

29 622 F2d 1029 (CCPA 1980).
30 Id. at 1038.

31 Id. at 1039.

32 Id. at 1038.

33 Id. at 1039.

34 Id.

tion. (The sole inventor of the prior
invention was a co-inventor of the
Bass invention.)®

In Clemens, however, there was “no such
evidence in the record concerning the
order in which the inventions in question
were made,”* and there was “no evidence
of record that any of the applicants had
knowledge of [non-co-inventor] Barretts’
invention prior to the making of their own
invention.”* The court in Clemens refused
to extend the logic of Bass, where a holding
of obviousness under section 103 was
made, by imputing an “applicant’'s own
knowledge of another’s prior invention,”
when such “knowledge has not been
shown to be known to either the public or
the applicants.”** As stated by the court:

Where an applicant begins with
knowledge of another’s invention
that will be available to the public
at a later date as a result of an issued
patent, treating this other invention
as prior art is justified under facts
such as those in Bass. No such con-
sideration is present when the ap-
plicant does not begin with such
knowledge. To the contrary, where
this other invention is unknown to
both the applicant and the art at the
time the applicant makes his inven-
tion, treating it as 35 U.S.C. § 103
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prior art would establish a standard
for patentability in which an appli-
cant’s contribution would be meas-
ured against secret prior art. Sucha
standard would be detrimental to
the innovative spirit the patent laws
are intended to kindle.*®

From well before the time of Bass and
Clemens, and until much later, subsection
102(f) generally was understood to be lim-
ited to derivation, as “shown by a prior,
complete conception of the claimed subject
matter and communication of the com-
plete conception to the party charged with
derivation,” wherein the “[cJommunica-
tion of a complete conception must be suf-
ficient to enable one of ordinary skill in the
art to construct and successfully operate
the invention.”*¢ As late as 1997, the Fed-
eral Circuit, in Gambro Lundia v. Baxter
Healthcare,” invoked the Supreme Court
decision of Agawan Co. v. Jordan,® stating
that the “Court required a showing that the
communication ‘enabled an ordinary me-
chanic, without the exercise of any ingenu-
ity and special skill on his part to construct
and put the improvement in successful op-
eration.””® The Federal Circuit in Gambro

35 Id. at 1039-40.

chastised the lower court’s reliance on an-
other case, New England Braiding Company
v. A.W. Chesterton®:

Citing New England Braiding v. A.W.
Chesterton, the district court con-
cluded that Baxter did not need to
prove communication of the entire
conception, but rather only so much
of the invention “as would have
made it obvious to one of ordinary
skill in the art.” Based on this rea-
soning, the district court applied the
obviousness standard in 35 U.S.C. §
103 (1994) to determine that the
named inventors received enough
information to make the invention
obvious to one skilled in the dialysis
art. This reasoning, however, mis-
construes the dictum in New Eng-
land Braiding and introduces
incorrectly an obviousness analysis
into the test for derivation.!!

Nevertheless, in response® to Bass and
Clemens, both subsections 102(f) and (g)
were excluded from consideration as prior
art under section § 103 in the 1984 Act, pro-
vided that the subject matter under subsec-

36 Hedgewick v. Akers, 497 F.2d 905,908 (CCPA 1974), citing MacMillan v. Moffett, 432 F.2d 1237 (CCPA 1970), DeGroff v. Roth, 56
CCPA 1331 (CCPA 1969), Egnot v. Looker, 387 F2d 680 (CCPA 1967) and Agawan v. Jordan, 74 U.S. (7 Wall’) 583 (1869).

37 110 F3d 1573, (Fed. Cir. 1997).

38 74 U.S. (7 Wall.) 583 (1868).

39 Gambro at 1577, quoting Agawan, 74 U.S. 583, at 602-603.
40 970 F.2d 878 (Fed. Cir. 1992).

41 Gambro at 1577 (citations omitted). The Federal Circuit in New England Braiding did, in fact, say: “To invalidate a patent for
derivation of invention, a party must demonstrate that the named inventor in the patent acquired knowledge of the claimed invention
from another, or at least so much of the claimed invention as would have made it obvious to one of ordinary skill in the art.” 970 F.2d at
883. However, according to the court in Gambro, “[tlhis dictum did not in fact incorporate a determination of obviousness into a Section
102( analysis. Indeed, this court in New England Braiding did not apply such a test.” Gambro at 1578.

42 See Section-by Section Analysis, supra note 6. As stated in the legislative history of the 1984 Act:

However, under It re Bass and In re Clemens an earlier invention which is not public may be treated under section 102(g), and
possibly under 102(f), as prior art with respect to a later invention made by another employee of the same organization.

...The bill by disqualifying such background information from prior art, will encourage communication among members of
research teams, and patenting, and consequently pubhic dissemination, of the results of “team research.”

(Citations omitted.)
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tions 102(f) and (g) and of the claimed in-
vention “were, at the time the claimed in-
vention was made, owned by the same
person or subject to an obligation of as-
signment to the same person.”#

In 1997, the Federal Circuit, in OddzOn
Products, Inc. v. Just Toys Inc.,** decided a
tew months after Gambro, held that, de-
spite language in Bass that subsections
102(c), (d) and (f) have “no relation to §
103 and no relevancy to what is ‘prior art’
under § 103,”% the language of section
103 mandates that subsection 102(f) “cre-
ates a type of prior art for purposes of §
103” outside of the “limited circum-
stances” prescribed:

While the statute [§ 103] does not
expressly state in so many words
that § 102(f) creates a type of prior
art for purposes of § 103, nonethe-
less that conclusion is inescapable;
the language that states that § 102(f)
subject matter is not prior art under
limited circumstances clearly im-
plies that it is prior art otherwise.
That is what Congress wrote into
law in 1984 and that is the way we
must read the statute.*

43 Pub. L. No. 98-622, Sec. 104(a).

44 122 F3d 1396 (Fed. Cir. 1997).

45 Id. at 1402, quoting In re Bass, 474 F2d at 1360.
46 Id. at 1403.

47 Id. at 1403.

48 Id. at 1402.

The court further stated that such a re-
sult was “not illogical” because, while the
“obvious invention, A’, may not be un-
patentable to the inventor of A, and may
not be unpatentable to a third party who
did not receive the disclosure of A, ... itis
unpatentable to the party who did receive
the disclosure.”*” For the court in OddzOn,
public disclosure constituted the dividing
line between, on one hand, events under
section 102 that constitute “prior art,” in-
cluding subsections 102(a), (b) and “prior
invention of another that was not aban-
doned, suppressed, or concealed (102(g)
prior art),”* and, on the other hand,
events under those subsections, namely
102(c), (d) and (f), that do not relate to
public disclosure.  According to the
court, “[e]ven the ‘secret prior art’ of §
102(e) is ultimately public in the form of
an issued patent before it obtains prior art
status.”® Therefore, there was “a basis for
an opposite conclusion [to their finding
that events under subsection 102(f) are
‘prior art’], principally based on the fact
that § 102(f) does not refer to public activ-
ity, as do the other provisions that clearly
define prior art,”*" and the court expressed
concern about their holding.® But, for the
Federal Circuit in OddzOn, the decision

49 Id. at 1402 (“There is substantial logic to that conclusion. After all, the other prior art provisions all relate to subject matter that is,

or eventually becomes, public.”).
50 Id.
51 Id. at 1403.
52 Id. As stated by the court:

It is sometimes more important that a close question be settled one way or another than which way it is settled. We settle the
issue here (subject of course to any later intervention by Congress or review by the Supreme Court), and do so in a manner that
best comports with the voice of Congress. Thus, while there is a basis for an opposite conclusion, principally based on the fact
that § 102() does not refer to public activity as do the other provisions that clearly define prior art, nonetheless we cannot escape

the import of the 1984 amendment.
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was the one “that best comports with the
voice of Congress.””

3. Legislative History
of the 2004 CREATE Act

a. The Original Proposal and Con-
gressional Hearing

The 2004 CREATE Act, as finally enacted,
differed significantly from the bill that was
originally submitted in the House of Rep-
resentatives on June 9, 20033 In the first
bill, subsection 102(f) was to be amended
to state that a person shall be entitled to a
patent unless he did not himself invent the
subject matter sought to be patented, “ex-
cept that subject matter under this subsec-
tion shall not be considered prior art or as
evidence of obviousness under section 103
of this title.”® Subsection 103(c) was to be
amended to remove reference to subsec-
tion 102(f) and to move the date by which
ownership must be established from the
date the invention was made to the earliest
filing date of the patent application:

(c) Subject matter developed by an-
other person, which qualifies as
prior art only under one or both of
subsections (e) and (g) of section 102
of this title, shall not preclude
patentability under this section
where the subject matter and the
claimed invention were, at the time
of the earliest filing date for which ben-
efit is sought under this title, owned
by the same person or subject to an

53 Id.

54 H.R. 2391, 108th Cong. (1st Sess. 2003).
55 Id.at2.

56 Id. (emphasis added).

obligation of assignment to the
same person.®

A hearing before the Subcommittee on
Courts, the Internet and Intellectual Prop-
erty of the Committee on the Judiciary in
the House of Representatives regarding
the first proposed statutory amendments
under the CREATE Act was conducted on
June 10, 2003. During the hearing, sev-
eral concerns were raised about the lan-
guage of the proposed amendments under
the proposed Act. Among them was a
view that the additional protections af-
forded by the proposed language went be-
yond the issues raised by the Federal
Circuit in OddzOn, which arose “only
where (a) there is no obligation for com-
mon ownership or assignment before the
invention was made, (b) one party in a re-
search team conveys information that,
when combined with other prior art,
would render the invention obvious, and
(c) the party conveying that information is
not part of the inventive entity named in
the application.”®

One suggested revision of the proposed
bill was to keep subsection 102(f) as an ex-
ception under subsection 103(c), but to
change the amendment to subsection
102(f) to state that “[a] person shall be en-
titled to a patent unless ... he did not him-
self invent the subject matter sought to be
patented, except that subject matter com-
municated from a co-inventor shall not be
considered prior art under this subsec-
tion.”® This suggestion was intended to

57 Cooperative Research and Technology Enhancement (CREATE) Act of 2003: Hearing Before the Subcomm. on Courts, the Internet,
and Intellectual Property of the Comm. on the Judiciary on H.R. 2391, 108th Cong,, 1st Sess., 33 (2003) [hereinafter 2003 CREATE Act Hearing].

58 Id. at 41 (Statement of Jeffrey P. Kushan, Sidley, Austin, Brown and Wood, Washington, D.C)).
59 Id. at 20 (Statement of Eric Steffe, Stern, Kessler, Goldstein and Fox, Washington, D.C).
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address two issues. Anticipating Prof.
Sarnoff’s basis for reintroducing subsec-
tion 102(f), the first issue was “a concern
that the proposed bill [without the sug-
gested revision] inadvertently protects a
party who misappropriates the invention
of another party, makes minor modifica-
tions, and files a patent application, be-
cause unpatentability for obviousness
based on 102(f) prior [art] would no longer
be available.”® The second issue to be ad-
dressed by the suggested revision to the
proposed bill would be to prevent claimed
subject matter in a later, jointly developed
broad invention by multiple ownership
entities from being found unpatentable
under subsection 102(f) in view of a non-
public narrow embodiment communi-
cated by one of those entities:

While, hopefully a court would con-
sider the entire collaboration as an
act of invention, and would refuse
to find the [later] generic formula
unpatentable over the earlier com-
munication of compound X for pub-
lic policy reasons, CREATE arguably
leaves this an open question.®!

Therefore, while the original proposed bill
would have removed reference to subsec-
tion 102(f) from subsection 103(c) and,
therefore, eliminated the basis for the
reading of the statute by the Federal Cir-
cuit that made subsection 102(f) a prior art
consideration, the suggested revision of
the proposed bill would have narrowed

60 Id.
61 Id.

the amendments under the Act to exclude
the possibility that a third party would be
able to file a patent application on an ob-
vious variant unless that third party were
a co-inventor.

The amendments to subsection 102(f)
under the proposed statute were also
thought potentially to create a secondary
problem in that, by being the only para-
graph under section 102 that states that it
excludes considerations of obviousness,
the “negative implication is that all other
paragraphs do apply for non-obvious de-
terminations,” such as “§ 102(c) and (d),
where [sic] the Federal Circuit has said in
dicta do not apply to non-obviousness.”®?
Concerns relating to amendment of section
102 as a way to avoid issues of obvious-
ness under section 103 raised by the Fed-
eral Circuit in OddzOn were more broadly
echoed in the testimony of one of the wit-
nesses at the hearing, Dr. John Soderstrom:

My reaction, having been on both
sides of litigation, both defending
and prosecuting patents, is that [
think the difficulty that I see that the
Act needs to deal with are the 103(c)
issues, not 102. I think the problem
I'see is that when you start playing
around with the language of 102,
there are lots of other issues that
arise that have unintended conse-
quences that I fear we will be right
back here trying to correct a year
from now.%

62 Id. at 46. The word “exclusively” was proposed to be inserted under subsection 102(f) to prevent any interpretation of the
proposed amendment to subsection 102(f) that would bar obviousness rejections where § 102(f) was not the only section under which a

reference might be considered in an obviousness determination. I4.

63 Id. at 50. (Statement of John Soderstrom, Ph.D., Managing Director, Office of Cooperative Research, Yale University, New Haven,

CT, on behalf of the Association of University Technology Managers).
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Speaking even more generally, Mr. Jeffrey
P. Kushan, another witness, reflected on
the realities of communications between
individuals working in a “modern envi-
ronment” and the inevitability of discov-
ery in litigation:

I think the change that has been
proposed wouldn’t capture the full
scope of the scenario that we are
trying to protect because it would
still have a strong encouragement
to people who want to kill the
patent that comes out of the inven-
tive community by looking to
somebody who doesn’t qualify as
an inventor and say, well, you told
him something, blah, blah, blah.
That goes in and can come into the
litigation environment.*

Dual situations were summarized by Mr.
Berman, a representative from California
on the Committee on the Judiciary. Mr.
Berman stated that “the threat now is that
some inifial, some comments in an initial
collaborative effort will be used either by
that person or by someone else to defeat
a patent achieved as a result of this inter-
institutional collaboration,”® but “if we
fix that problem, the problem then be-
comes that somebody participating in
this collaboration will now be able to sus-
tain a patent which is just a minor varia-
tion of the original idea as discussed in
the collaboration.”%

Moreover, as stated by Mr. Thomas, the
intended effect of the CREATE Act was to
“overturn the 1997 holding of the U.S.

64 Id. (Statement of Jeffrey P. Kushan).

Court of Appeals for the Federal Circuit in
OddzOn Products, Inc. v. Just Toys, Inc.,
which ruled that derived prior art may
serve as evidence of obviousness.”® The
Federal Circuit, however, as discussed
above, also was concerned with the dis-
tinction between disclosed and undis-
closed information as a dividing line
between what should and should not be
considered “prior art.”® The testimony of
the witnesses reflected a further concern
that even confidential communications
could be considered derived prior art that
might defeat a patent as being obvious
under section 103. For example, as stated
by Mr. Kushan in his oral testimony before
the subcommittee:

It is looking at it from the perspec-
tive of litigation involving a patent
once you have successfully devel-
oped an invention, when there are
lots of motivations to go back 15
years before the invention was made
and the patent was granted, talk to
everybody who talked to the first
researcher and find out if somehow
they had information that they
shared with the person who actu-
ally got the patent. This creates an
unsustainable risk to patent validity
that we think we should remove.*

Presumably, such communications were
the type of subject matter that could be
considered prior art under subsection
102(f) and, thus, be eligible as evidence of
obviousness under section 103.

65 Id. at 53. (Statement of Howard L. Berman, Representative from California)

66 Id.

67 Id. at 47 (Statement of John R. Thomas).

68 See text at notes 48 and 49, supra.

69 Id. at 35 (Statement of Jeffrey P. Kushan) (emphasis added).
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b. The Revised Proposal

On February 24, 2004, a substantially re-
vised version of the CREATE Act was re-
ported that eliminated any amendment of
subsection 102(f) and reinstituted subsec-
tion 102(f) under the exclusions of subsec-
tion 103(c).” The new version of the bill
also reinstituted in section 103 the require-
ment that prior art under the excluded
subsections of section 102 and the claimed
invention be, “at the time that the claimed
invention was made, owned by the same
person or subject to an obligation of as-
signment to the same person,””! but
broadened the interpretation of the
phrase, “owned by the same person or
subject to an obligation of assignment to
the same person,” in section 103 by in-
cluding activities subject to a “joint re-
search agreement”:

(2) For purposes of this subsection,
subject matter developed by an-
other person and a claimed inven-
tion shall be deemed to have been’
owned by the same person or sub-
ject to an obligation of assignment
to the same person if —

(A) the claimed invention was
made by or on behalf of parties
to a joint research agreement
that was in effect on or before
the date the claimed invention
was made;

70 H.R. REP. No. 108-425, at 2 (2d Sess. 2004).

(B) the claimed invention was
made as a result of activities un-
dertaken within the scope of the
joint research agreement; and

(C) the application for patent for
the claimed invention discloses
or is amended to disclose the
names of the parties to the joint
research agreement.”

“Joint research agreement,” in turn, was
specified by proposed subsection 103(c)(3)
of the revised Act to mean “a written con-
tract, grant, or cooperative agreement en-
tered into by two or more persons or
entities for the performance of experimen-
tal, developmental, or research work in the
field of the claimed invention.””

The revisions to the proposed CREATE
Act resolved many of the issues raised
during the hearings of the year before. For
example, by not having amended subsec-
tion 102(f), any concerns regarding conse-
quent implications with respect to the
remainder of section 102 as prior art were
eliminated. However, by doing so the sub-
committee was forced to include subsec-
tion 102(f) in section 103, (which had
prompted the Federal Circuit in OddzOn to
label events under subsection 102(f) as
“prior art”) and to broaden the meaning of
being “owned by the same person or sub-
ject to an obligation of assignment to the
same person” in order to exempt certain
inter-institutional collaborations.

71 Id. (emphasis added). Interestingly, the ATA requires that the date of a joint research agreement be before the filing date of the

invention. However, this opens the possibility for an inventor to bu

y up the rights to third party unpublished patent applications before

they qualify as prior art under new 35 U.S.C. § 102(a)(2) by executing a joint research agreement under 35 U.S.C. §102(c)(2) before his
Own patent application has been filed, but retroactively covering activities that led to the claimed invention. 35 U.S.C. §102(c)(2) should
be read to avoid this result. (Thanks to Prof. Sarnoff for his assistance on this point.)

72 Id. (emphasis added).
73 Id.
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The proposed revisions of the CREATE
Act responded to the issues raised by the
Federal Circuit in OddzOn more narrowly
and without the risks of providing unin-
tentional fodder for litigation, on one
hand, or overexpansive protections on the
other, as articulated during the hearings
conducted with respect to the first pro-
posal under the CREATE Act. The CRE-
ATE Act as ultimately passed was
essentially identical to the rewritten bill re-
ported on February 24, 2004.

4. Changes Made by the
American Invents Act that
Affect Collaboration

a. The Effect on “Derivation.”
Changes by the AIA to what had been
components of the 2004 CREATE Act, the
Patent Law Amendments Act of 1984 and
the American Inventors Protection Act of
1999, appear to have been made as part of
the overall conversion from a “first-inven-
tor” to a “first-inventor-to-file-or-publicly-
disclose” system. However, removal of
reference to subsection 102(f) from section
103 of the new Act reopens the question of
the meaning of “derivation.”

As discussed above, derivation gener-
ally had no relation to determinations of
obviousness from the time of the Supreme
Court’s decision in Agawan through the
Federal Circuit’'s decision in Gambro. 1f

the logic of the Federal Circuit in OddzOn
is to be maintained in the new Act,
whereby “language that states that § 102(f)
subject matter is not prior art under limited
circumstances clearly implies that it is
prior art otherwise,” ™ then removal of ref-
erence to subsection 102(f) from the new
statute should remove the basis for the
conclusion that subject matter otherwise
under subsection 102(f) would be prior art
atall. Simply introducing an equivalent to
subsection 102(f), without more, will not be
a basis for linking derivation with obvious-
ness as the Federal Circuit did in OddzOn.
Further, those portions of the 2004 CRE-
ATE Act preserved in the AIA were origi-
nally written into the 2004 CREATE Act, as
discussed above, to exclude events under
subsection 102(f) as prior art that the Fed-
eral Circuit reluctantly held to be prior art
in OddzOn. Therefore, contrary to a recent
statement made by Prof. Sarnoff in his pro-
posal to amend the ATA,”® preservation of
portions of the 2004 CREATE Act in new
subsection 102(c) does not suggest that
Congress “intended to preserve derivation
art for obviousness generally....””

It may be that obviousness will be a con-
sideration in derivation proceedings under
new section 135 as a carry-over from stan-
dards for conducting interference proceed-
ings’ and, certainly, preservation of the
phrase “substantially the same” in new
section 135 leaves room for that interpreta-

74 See supra text at note 39, supra. See also Gambro at 1577 (“This reasoning, however, misconstrues the dictum in New England
Braiding and introduces incorrectly an obviousness analysis into the test for derivation.”).

75 See supra text at note 46.

76 Joshua D. Sarnoff, Derivation and Prior Art Problems with the New Patent Act, 2011 Patentably-O Patent Law Journal 12, at n. 11:

Congress went out of its way to indicate its infent to preserve the legistative purposes of the Create Act in Section 3(b)(2) of the
new act, when adopting new § 102(c) to replace current § 103(c). This suggests that Congress intended to preserve derivation art
for obviousness generally, notwithstanding elimination of § 102(f), as current §103(c) applies to prevent invalidation under
current § 102(f) — combined with curtent § 103(a) - of claims of joint inventors operating under joint research agreements who

derive relevant knowledge from each other.
77 Id.
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tion.” However, new section 291, entitled
“Derived Patents,” which is directed to
civil action between owners of patents
contesting derivation, includes no such
language.* Further, there is nothing in the
legislative history or in the new Act that
explicitly requires an obviousness determi-
nation in any derivation proceeding. The
fact that courts may rely on judicial prece-
dent to exclude obviousness from deriva-
tion proceedings further supports Prof.
Sarnoff’s recommendation to restore sub-
section 102(f) * and adopt a proposed re-
vision by Prof. Sarnoff of new subsection
291(a).82 However, both sections 135 and
291 should be amended to explicitly bar ob-
vious variants of an earlier-derived inven-
tion unless they are commonly owned, as
prescribed by the statute.

b. The Effect on Collaboration

Under the Patent Act of 1984, subject mat-
ter under subsections 102(f) and (g) were
excluded from consideration as evidence
of statutory obviousness under section 103
when the subject matter and a claimed in-
vention were commonly owned or subject
to an obligation of assignment to the same
person in order to “encourage communi-
cation among members of research

78 Sarnoff at n. 20. Professor Sarnoff states:

teams.” The Patent Act of 1999 expanded
the protection of the Patent Act of 1984 by
also excluding patents and published
patent applications under 102(e) from sec-
tion 103 when the subject matter disclosed
and claimed is commonly owned or sub-
ject to a common obligation to assign to
the same person. The 2004 CREATE Act
embraced inter-institutional “joint re-
search agreements” within the meaning of
“common ownership or obligation to as-
sign.” Under the new Act, only patents or
published patent applications under sub-
section 102(a)(2) can (like prior subsection
102(e)) be excluded as prior art if the sub-
ject matter disclosed and claimed is com-
monly owned or subject to a common
obligation to assign to the same person.

If subject matter under any new subsec-
tion 102(f) is eligible for consideration as
evidence of obviousness of claimed subject
matter under section 103, then the AIA
should also be amended to exclude such
subject matter when it and the claimed
subject matter are “owned by the same
person or subject to an obligation of as-
signment to the same person,” including
subject matter “commonly owned” under
a “joint research agreement,” as “common
ownership” and “joint research agree-

If Congtess does not act to fix the provision, I hope Chico [Gholz] and Mark [Lemley] turn out to be right and that the courts
uphold a broader interpretation that would authorize the PTO [United States Patent and Trademark Office] to trigger derivation
proceedings for obvious variants and for the PTAB [Patent Trial and Appeal Board] to deny patents on them.

79 Under previous “§ 135. Interferences,” subsection (b)(1) states: “A claini which is the same as, or for the same or substantially the
same subject matter as, a claim of an issued patent may not be made in any application unless such a claim is made prior to one year
from the date on which the patent was granted.” (Emphasis added.) Under new “§ 135. Derivation proceedings,” subsection “(a)
Institution of Proceeding” states: “...Any such petition [to institute a derivation proceeding] may be filed only within the 1-year period
beginning on the date of the first publication of the claim to an invention that is the same or substantially the same as the earlier

application’s claim to the invention ....” (emphasis added).

80 New “§291. Derived Patents” states: “The owner of a patent may have relief by civil action against the owner of another patent

that claims the same invention....” (emphasis added).
81 Sarnoff at 23. (“First, Congress needs to restore § 102(f).”)
82 Prof. Sarnoff's proposed subsection 291(a) is as follows:

Any person may have relief by civil action against the owner of a patent where a claim of that patent is alleged by that person
seeking relief to be derived in whole or in part. For any claim found to be derived in whole or in part, the court may correct the
named inventor, may find the claim invalid, or may deny relief, as appropriate under the circumstances by applying substantive

patentability standards to the claim.
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ment” are defined under subsections
102(c) and 100(h),® respectively, of the
ATA. Failure to do so may engender argu-
ments challenging validity like those prof-
fered in Bass, Clemens and OddzOn and
cause a chilling effect on intra-institutional
and inter-institutional collaborations.

CONCLUSION

It is important that avenues carefully
closed by the Acts of 1984, 1999 and 2004
not be reopened. The new Act greatly
streamlines patent prosecution and pro-
vides many safeguards to ensure higher
quality patent protection. Prof. Sarnoff’s
proposal to amend the new Act to incor-
porate an equivalent to subsection 102(f)
rightfully intends to bar patent protection
of obvious variants and thereby foreclose
the opportunity for unscrupulous copiers
to leverage the AIA to their advantage.
However, if such an amendment is made,
it should be realized that subject matter
under subsection 102(f) was only consid-
ered “prior art” by the Federal Circuit in
OddzOn by virtue of language limiting its

use under section 103. The fact that sec-
tion 103 under the AIA does not exclude
any “prior art” may, therefore, remove the
utility of a new subsection 102(f) if judicial
precedent prohibiting consideration of
subject matter under subsection 102(f) as
evidence of obviousness in derivation pro-
ceedings is followed by the courts. There-
fore, any such amendment of the AIA to
include a requirement that the inventor
“himself invent the subject matter to be
patented,” should also explicitly state that
subject matter that qualifies as prior art
under such new subsection be subject to
consideration for obviousness purposes.
Further, if obviousness is part of a deriva-
tion analysis based on a new subsection
102(f), then care must be taken not to
allow third parties to use any subject mat-
ter that qualifies as prior art exclusively
under that subsection to invalidate claims
when that “prior art” and the claimed sub-
ject matter are owned by the same person,
subject to an obligation of assignment to
the same person, or subject to a joint re-
search agreement.

83 ATA,35USC. § 100(h) (“The term ‘joint research agreement’ means a written contract, grant, or cooperative agreement entered
into by 2 or more persons or entities for the performance of experimental, developmental, or research work in the filed of the claimed

invention.”).






