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USPTO's Power To Nix Verdicts Ripe For Supreme Court 
 
 
By Ryan Davis 
 
Law360, New York (November 06, 2013, 8:53 PM ET) -- A Federal Circuit decision that the cancellation of 
a patent on re-examination can wipe out an infringement judgment gives defendants such a potent way 
to escape liability that the U.S. Supreme Court may have to weigh in on the issue, attorneys say. 
 
The July ruling, which the Federal Circuit voted 6-4 on Tuesday not to review en banc, held that Baxter 
International Inc. couldn't collect a $23.5 million infringement judgment against Fresenius USA Inc. 
because the U.S. Patent and Trademark Office invalidated the patent while some royalty issues 
remained pending in the litigation. 
 
The four judges who thought the decision should be revisited dissented in forceful terms, writing that 
letting a USPTO decision undo a district court verdict "goes a long way toward rendering district courts 
meaningless in the resolution of patent infringement disputes." 
 
The ruling expands the USPTO's ability to issue rulings that can negate infringement decisions, which 
appears to be an issue that could attract the attention of the Supreme Court, according to James Barney 
of Finnegan Henderson Farabow Garrett & Dunner LLP. 
 
"I think it's a strong candidate for court to take. The en banc court split dramatically and the dissent uses 
language flagging this as an important constitutional issue," he said. "It has all the ingredients to have as 
a good a chance as any of being taken up by the Supreme Court." 
 
In 2009, the Federal Circuit upheld a district court ruling that Fresenius infringed Baxter's dialysis 
machine patent and that the patent was not invalid, but remanded the case for reconsideration of post-
judgment royalties. While the lower court dealt with that issue, the USPTO concluded a re-examination 
of Baxter's patent and determined it was invalid. 
 
In July, the Federal Circuit concluded that the "decision invalidating the patents unquestionably applies 
in the present litigation." The infringement decision was not final when the USPTO ruled, it said, because 
the royalty issues were still being determined. 
 
On Tuesday, the judges who wanted the case reheard wrote the ruling relied on an "inapplicable and 
antiquated view of finality." Infringement and validity had been conclusively determined, and only the 
"mere ministerial act" of post-judgment royalties remained, so "Baxter's right in the judgment 
had vested," they said. 
 



 
If the Supreme Court were to take the case, it would likely focus on what makes a case final and whether 
a court's decision on validity and infringement can be negated by the USPTO if other issues are 
outstanding, said Scott McKeown of Oblon Spivak McClelland Maier and Neustadt LLP. 
 
"Maybe the Supreme Court finds that issue of finality appealing," he said. "There's a lot of interest in this 
case, and you can never tell when the Supreme Court may want to beat up on the Federal Circuit some 
more." 
 
The split decision on whether to hear the case en banc highlights the distinct difference of opinion on 
the court about what makes a judgment final, which is a "nebulous area," said Matthew McFarlane 
Robins Kaplan Miller & Ciresi LLP. 
 
"It's an interesting problem. I can see the Supreme Court taking it to really tell the patent bar and the 
PTO what a final judgment is and when it should be respected," he said. 
 
The case also raises the broader separation of powers issue of whether a decision by the USPTO, an 
executive branch agency, can trump a decision by the judicial branch, McFarlane said. 
 
"If I was handling this case, that's how I'd pitch it: We have a total conflict between two branches. Help 
use resolve it," he said. 
 
It has long been clear that, in some circumstances, a USPTO re-examination that invalidates a patent can 
upend a district court judgment that is not final, Barney said. 
 
"What makes this case stand out is the degree to which the district court decision is perceived to be 
final," where even a final court decision that the patent is valid and infringed is not final enough, he said. 
 
The ruling means that if any issue remains outstanding in an infringement case, the judgment is 
vulnerable to being negated by a USPTO decision, he said. The new America Invents Act review 
proceedings, which are designed to be completed much more quickly than the re-examination at issue 
in the Fresenius case, could give defendants more chances to make that happen. 
 
"This is a very important case for the bar because of the new post-grant review procedures that are in 
place and that new emphasis by Congress and the PTO on using those procedures," he said. "Patent 
litigation is high stakes and litigants look for any opportunity to press their advantage." 
 
Inter partes review petitions under the AIA must be filed within one year of when the petitioner was 
accused of infringement, so the timing may not work out to take advantage of the Fresenius ruling,  
McKeown said. But the AIA's business method patent review program allows petitions to be filed at any 
time, even late in litigation. Patents that can be reviewed under that program are therefore "really 
susceptible to a Fresenius-style attack," he said. 
 
The Baxter decision encourages accused infringers to come up with ways to delay litigation to give the 
USPTO more time to invalidate the patent, driving up litigation costs, said Charles Macedo of Amster 
Rothstein & Ebenstein LLP. 
 
"It's saying that if you challenge long enough, the PTO may come to the rescue," he said. 
 
The case also illustrates a a major problem with the patent system, since the courts found Baxter's 
patent to be valid while the USPTO found it to be invalid, Macedo said. Even if the Supreme Court were 
to take the case and rule that the court's decision that the patent was valid should have been final, it 
may not be able to ensure predictability in the patent system, he said. 



 
"I think this case is more of a symptom than the disease," he said. 
 
--Editing by Elizabeth Bowen and Chris Yates. 
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