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THE UNITED STATESDISTRICT COURT
FOR THE EASTERN DISTRICT OF VIRGINIA
Alexandria Division

SYNOPSYS, INC,,
Plaintiff,

CaseNo. 1:17-cv-517

V.

JOSEPH MATAL letal.,
Defendants.
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MEMORANDUM OPINION

This is an Administrative Procedubet (“APA”) ? appeal from a decision by tiérector
of the United States Patent & Trademark Office (“PTOVacating an order grantirex parte
reexamindon of Patent No. 6,240,376 (376 Patent”), owned by intervenor defendant, Mentor
Graphics Corporation (“Mentor”).Specifically, thePTO Directorvacated its order grantirgx
partereexamination of th&376 Patent on the ground that statutory estoppel provisions of the
Leahy Smih America Invents Act(“AIA”) * prohibited Synopsys, Inc. (“Synopsys™rom
bringing itsreexamination request. The P&@d Mentorseekdismissal of thigppeal on several
grounds, including(i) the Director’s decisionis not “final agency action” undehé APA;and
(ii) the substantive statute precludes judicial review ofXinector’'sdecision. These issues have
been fully briefed and argued and are now ripe for disposition. For the reasons that fi@low, t

appeal must be dismissed.

! Although plaintiff initially brought this case again$fichelle Lee as Director of the United States Patent &
Trademark Office,tiis appropriate to take judicial noticetbk fact that Joseph Matal has replaced Michelle Lee as
the currentDirector.SeeRule 201, Fed. R. Evid.

25 U.S.C. §§701-06.
35 U.S.C. §8 32&t seq
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I

Becaug theissues pesented involve a third partyability to challenge the validity of
issued patents, it is appropriate to begin with a description of the two mech&@usigress has
established for third parties to challenge issued pater@ngress establishethe first
mechanism-the ex partereexamination processwhen it enactedhe 1980Act to Amendthe
Patent and Trade Mark LawWs The ex partereexamination procesallows athird party to
request that th®TO reexamine a patent on the ground that there is a substantial new question
about its patentability. See35 U.S.C. § 302. If the Director of the PTO determines no
substantial new question of patentability exigitgit decision is “final and nonappealable35
U.S.C. 8303(c) If, on the other handhe Director determines that a substantial new question of
patentabilityexists, the Directoorders a review of the patent via ar partereexamination
proceeding. See35 U.S.C. 88 30®4. At that point, e patent owner may file a statement on
the new question, and the challengeyfile a reply to any statement filed by the patent owner.
See35 U.S.C. § 304. A patent examiner then conducts a reexamination according to the
procedures established fortial examination.See35 U.S.C. § 305.0nly the patent owner can
appeal the examinerfinal determinatiorregarding the patent’s validity thePatent Trial and
Appeal Board (“PTAB”) andhento the United StateSourt of Appeals for the Feder@ircuit.

See35 U.S.C. § 308.

435 U.S.C. § 30%t seq.

® See alsoSynte (U.S.A.) Inc. v. U.S. Patent & Trademark Q882 F.2d 1570, 157@ed. Cir. 1989]“Although a
third-party requester has some rights-aigis the PTO, from our review of the entirety of the reexamination
provisions, we conclude that such a requester has no right to chahengaitlity of the Reexamination Certificate
by suit against the PTQ.



In 1999, Congress created a second mechanism through which third parties can challenge
issuedpatents. That process, now known as inter partes révigves a third party challenger
the ability to participate morextensivelyin the patent reviewprocess. Specifically, the
challenger continues to participate in the process aftdditieetorinstitutesinter partes review,
and the parties can engage in discovery, motions practice, and witness &rpasiinaee37
C.F.R. 8 42.The third party challenger also has the right to appeal a final writtenareoisthe
PTAB to theUnited State€ourt of Appeals for the Federal Circubee35 U.S.C. § 319.

These two mechanisms for reviest a patent’s validity-ex parte reexamination and
inter parties review-interactin an important way. Specificallya third party challengng a
patentin theinter partes review process is estopped from raisingnyrater proceeding before
the PTQ any groundhe third party chéngerraised or reasonably could have raised in the inter
partes process.See35 U.S.C.8§8 315(e). Accordingly, ahird party challenger submitting a
request foex partereexamination must certifas a part of itsequestthatthe statutory estoppel
provisions do not prohibit the challenger from filing #epartereexamination requestSee37
C.F.R. § 1.51()(6).” If the third partychallengeroes not include this certificatipor if the
certification is not accurate, theéhe request will not be deemed filed and Emesctor will not
instituteanex partereexamination proceedingee37 C.F.R. § 1.51(@).

.
In 2012,Synopsydiled a petition withthe PTO requestingnter partes revievof several

claims inMentor’s ‘376 Patent Specifically,Synopsyshallenged claim1 and 28 of the ‘376

® Originally namedinter partes reexaminatidnCongress, in 2011, enacted thE\, renaming therocess‘inter
partes review.”

" Specifically,37 C.F.R. §1.51Qb)(6) provides that “any request for reexamination must include . . . a cetiifita
by the third party requester that the statutory estoppel provisions of 35.8.%15(e)(1) or 35 U.S.G§ 325(e)(1)
do not prohibit the requester from filing the ex parte reexaminatiarest
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Patenton the basis gbrior art referencg including U.S. Patent Nos. 5,530,843,680,318; and
5,748,488 c¢ollectively, “Gregory”). The PTO Directorinstituted an inter partes review
proceedingon some of Synopsys’s claintsased on the “Gregory” referersceand, at the
conclusion othe proceedinghe PTAB issued a final written decision, upholditige validity of
claims 1 and 28 of the pateagainst the “Gregory” referense

Thereafter, in 20165ynopsysequestedx partereexamination okeveral claims in the
'376 Patent, includinthe same two claims-claims 1 and 28—-thatwere challengeth the2012
inter partes review processSynopsysbased itschallengeof claims 1 and 28on two prior art
references different from the “Gregory references,namely U.S. PatenNo. 6,182,247
(“Herrmann”) and U.S. Patent No. 6,317,860 (“Heile”). Also, Synogsysfiedthat itwas not
estopped fronfiling the requespursuant tdJ.S.C. § 315(e) On November 8, 2018he PTO
issued an order granting reexamination of claims 1 and 2836 Patent based othe
“Herrmanri and “Heile” references

After theorder issued, Mentor challeng&ynopsys’s estoppekrtification arguing that
Synopsysreasonably could have raised thdetrmanm” and “Heile” references in the prior,
inter partes reviewproceeding The PTO agreed with Mentor and determined thecause
Synopsys could havaised the Herrmanm” and “Heile” references in the inter partes process,
Synopsys was estopperbrh chalenging claims 1 and 28 of tH&876 Patent based dhose
referencesn an ex partereexamination requestAccordingly,on December 15, 201&ePTO
vacatedthe prior order granting reexamination and g&ygnopsysthe opportunityto file a
corrected requestnd certification.

Synopsysavailed itself of this opportunity and subsequeffilgd a correctedex parte

reexamination requesincluding challenges to claims 24, 26, and 27%hed 376 Patentbut



omitting the challenges to claims 1 and Zthe Director granted reexamination with respect to
the remaining claimsandthe ex parteproceedig on those claims ongoing.

Shortly dter filing its corrected requesg§ynopsysinitiated this actionpursuant to the
APA, to challengethe Director's determination th&ynopsyswas estoppedpursuant to8
315e), from requestingex parte reexamination of claims 1 and 28 on the basis of the
“Herrmanm” and “Heile” references.On May 26, 2017 Synopsys filed a motion for summary
judgment, arguing that the Director’'s estopgeterminationwvascontrary law becausg 315(e)
bars onlychallenges based on prior art referentted were actually raised in the inter partes
review petition and that could have been raised in the inter partes review proceddia§TO
and Mentor each filed crossations for summary judgmenand/or motions to dismiss
contending that (i) there is no jurisdiction to address idg8ueand(ii) even assuming the issue
canbe addressed, the PTO correctly interpr&&i5e) to apply to challenges based on prior art
referenceshat could have been raisedthe petition seeking inter partes reviewlrhe threshold
guestion isthuswhetherjudicial review ofthe Director’s decision is permitted.The PTO and
Mentor argue there is no jurisdiction becausethe Director’'s estoppel determination is not
final agency actiomnder the APA; and (iifheex partereexamination stataty schemealoes not
allow judicial review ofthe Director’'s estoppaletermination. Synopsys, in responsentends
() that the Director’s action is finalgency action for APA appeal purposasd (ii) that the
statute does not bar judicial review.

1.
A.
Analysis of this issue properly begins with the questighether theDirector’s order

vacating reexaminatiois “final agency ation” under the APA. In this respect, tA€A allows



personsadversely affected or aggrieved by agency action” to challenge and sex#l jreliew
of “final agency actiorfor which there is no other adequate remedy in a o&tU.S.C.§ 704.
By contrast,as the statute explicitly notespreliminary, procedural, or intermediate agency
action”is not “directly reviewable.”ld. The rationale of the APA'’s finality requirement is clear;
it allows the agency “an opportunity to correct its own mistakes and tg iépplpertise” while
avoiding “piecemeal review which at the least is inefficient apoin completion of the agency
process might prove to have been unnecess&VC v. Std. Oil Co. of Cali449 U.S. 232, 242
(1980). In this regard the Supreme Court hasecognizedthat finality requires that two
conditions be mef(i) the action “mustnark the ‘consummation’ of the agency’s decisionmaking
process;” andii() “the action must be one by which ‘rights or obligations have been determined,’
or from which ‘legal consequences will flow.Bennett v. Spea520 U.S. 154, 177 (199%).
Thus, “thecore question is whether the agency has completed its decisionmaking ,pamckss
whether the result of that process is one that will directly affect the parkesaklin v.
Massachusetf$H05 U.S. 788, 798 (1992).

Given these principles, the question whetherhvector’'s estoppel decisiom this case
is final for APA purposess a close one On the one handhé Director’sdecision plainlydid not
terminatethe administrative proceedingsstead, ie decisionallowed Synopsysto file anew
requestfor reexaminatiorwith a proper certificatiorpursuant to PTO regulationsSeeA1686”°
Synopsys chose to do $band as a result, thex partereexamination proceeding witspect to

the validity of the '376 Patems ongoing Whereasa final order typically ‘disposesf all issues

8 See also Automated Merch. Sys., Inc. v, £82 F3d 1376, 1380 (Fed. Cir. 2015).

® See37 C.F.R. 1.510(c) (providing that wheze partereexamination request does not meet requirements, requester
is “generally . . . given an opportunity to complete the request vatkpecified time”).

10 SeeA1693(Synopsys'’s corrected request éor partereexamination).
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as to all parties,™

the decision heraffected only two of Synopsys’s challenges to '8i&
Patentbased on twaprior art references-the “Herrmanm” and the “Heile” Because he
remainingchallenges ar@ngoing the Director’s estoppel decision does not appear to be the
consummation of the agency’s decisionmaking process.

But this does not end the finality analysis. It is important to note that courts,iggappl
with whether an agency order is final for APA appellate purposes, have founstrutctive to
invoke an analogy to the final judgment rule under 28 U.§.@291' And in this regard,
courts have umdrmly heldthat orders dismissing cases withotgjpdice are not final; the order
becomes final and appealalj[e]nly if the plaintiff cannot amend or declares his intention to
stand on his complaintBorelli v. City of Readings32 F.2d 950, 951-52 (3d Cir. 1976)Here,
the PTO afforded Synopsys the opportunity to amend its regndsbynopsys elected to do so.
Thelogic of 8§ 1291,applied here, suggests tbéector'sorder never became finakcause, by
analogy to the final judgment rule, the proceediagrot endegbutis ongoing. In sum, the fact
that Synopsys was afforded the opportunity to amend its requesthandact thatthe
reexamination proceedirig ongoing with respect tthe '376 Patentsuggesthatthe Director’'s
estoppel determinatiowasnot the consummation of the agency’s decisionmaknmogessand

thus cannot be final agency action.

1 csX Transp., Inc. v. Surface Transp. Bt F.3d 25, 28 (D.C. Cir. 20143pe also Alaska v. FERG@80 F.2d

761, 764 (D.C. Cir. 1992)f is ... usually preferable to require the partiesntait for appellate review until the
lawsuit is ultimately resolvedHto insist on the standard of ooase, one appeal. This is as desirable in cases coming
from the admiistrative agencies as it is in cases from the district courts.”

12 |ike § 704 of the AR, 28 U.S.C. § 129T'reflect[s] the reasoned policy judgment that the judicial and
administrative processes should proceed with a minimum of intemuptDRG Funding Corp. v. Se'y of Hous. &
Urban Dev, 76 F.3d 1212, 1220 (D.C. Cir. 1996) (Williams,chncurring) see also Am. Airlines, Inc. v. Herman
176 F.3d 283, 288 (5th Cir. 199)

13 See alsaAzar v. Conley480 F.2d 220 (6th Cir. 1973prantham v. McGravEdison Co, 444 F.2d 210 (7th Cir.
1971);Hurst v. Californig 451 F.2d 350 (9th Cid.971).
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By contrastthe D.C.Circuit has recognized thathat matters in a finality analysis not
“whether the [challenged] order is the last administraticser contemplated by the statutory
scheme, but rather whether it imposes an obligation or denies a right with consequence
sufficient to warrant review.’'Envtl. Def. Fund, Inc. v. Ruckelshad89 F.2d 584, 589 n.8 (D.C.
Cir. 1971)** And, & Synopsysorrectlynotesthe administrative proceedimgth respect tahe
narrow questionat issue here-whether Synopsys is estopped from challenging claims 1 and 28
of the '376 Ritent based on tHdHerrmanm” and“Heile’ references-is complete. Moreover,
as Synopsyslsonotes,there was nothing tentative or preliminary aboutDirector’s decision
on this narrow questignhe Directordeterminedhat theex partereexamination requestas not
entitled to a filing date, memorialized that determination in @erpand vacated theriginal
order instituting a proceedingee Sys. Application & Techs., [i891 F.3dat 1384 (concluding
“there was nothing interlocutory, uncertain, or tentative” about the Araigtssion where the
Army “memorialized itgdecisionto take corrective action in a letteand “set in motion several
irretrievable legal consequentgs

It also appears that no time in the ongoingx partereexamination proceeding will the
PTO reconsider its estoppel decision, dhdreforeSynopsys W have no additional opportunyt
to argue the merits of its position before tAEO. Thus, this case stands in stark contrast to
casesvhereongoing agency proceedings might obvitite need for judicial reviewCompare
Heinl v. Godicj 143 F. Supp. 2d 593, 59B (E.D. Va. 2001) (detmining thatthe PTO'’s

decision to allowex partereexamination of a patent is not final “because there are at least three

14 See also Sys. Application & Techs., Inc. v. United StagssF.3d 1374, 1384 (Fed. Cir. 2012).
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points in the reexamination process where the patentee ‘might prevail inntptatte convince
the examiner of the validity of thatent’). 1°

Also noteworthyis that this decision imposes legal consequences on Syndpgys
prohibiting Synopsy$rom bringing @ ex partechallenge taclaims 1 and 28 of the '376 Patent
based on treetwo prior art referencesin so doing, théirector’'s estoppel determinaticalters
the legal landscapeniwhich Synopsys must proceedsee Bennetts20 U.S. at 17{noting
finality requires that thactionbe a decision from which “rights or obligations are determined”
or from which “legal consegences will flow”). In short the fact that the agency has had its last
word with respect tthe challenges to the two claims at issue in this ameetdinlysuggests the
Director’'sestoppel determination is finagency action

In sum, thearguments for and against finality iinis case are substantial, and iishbe
said that the finality question here is a close. In the endjowever,t is unnecessary to reach
or decidethis closequestionbecause, as described below, éxepartereexamination statutory
schemeprecludes judicial review of thirector's 8 315e) estoppel detenination.

B.

The APA allows for judicial review of final agency actioexcept to the extent “(1)
statutes preclude judicial review; or (2) agency action is committed toyadisacetion by law.”
5 U.S.C. §8701(a)(1)2). In determining whether atatute precludes judicial reviewhet
Supreme Court applies a “strong presumption in favor of judicial reVi€uozzo Speetechs.
v. Lee 136 S. Ct. 2131, 2140 (201@nternal quotation marks omitte@uotingMach Mining

LLC v. EEOC135 S. Ct. 16461651 (2015)).This presumption may be oweme by‘clear and

!> Comparealso CSX Transp. Inc774 F.3dat 28 (finding an initial decision in a bifurcated proceeding was n
final because the plaintiff “may well emerge victorious from the [s#c@hase, leaving nothing for them to
appeal”);DRG Funding Corp 76 F.3dat 1215 (“When completion of an agensyprocesses may obviate the need
for judicial review, it is a good sign that an intermediate agency decisna fmal.”).
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convincing® indications, drawn from specific languagspecific legislatie history, and
inferences of intent drawn frorhé statutory scheme as a whdlegt Congress intended to bar
review.” 1d. at 2140 {nternal quotation marks omittedquotingBlock 467 U.S.at 349-50)%’
These principles, applied hesampelthe conclusion thaCongress intended preclude judicial
review of theDirector’'s 8 315e) estoppel determination.

Analysis of this questionproperly begins with thestatutorytext, which provides in
relevant partthat “[a] determination by the Directar. . that no substantial new question of
patentability has been raised will be final and nonappealaBtelJ.S.C. § 303(c This text
plainly makes nonappealable tigrector’'s substantivedecisionnot to institutean ex parte
reexamination proceedingn the groundhat “no substantial new question patentabilityhas
been raised. And thePTO contends thaif the challenger could have raised a prior art reference
in a previous, inter partes review proceeding, it follows that there is no sudlstenti question
of patentabilityin the laterex parteproceeding Although the PTO’s argument hasmeforce,
Synopys arguesthat the “narrow, bu clear focus of the statute’s te}{”refers only to
determinations that “no substantial new questidnpatentability has been raisédyot to
predicate estoppeletermirations It is thus arguablyinclearfrom the text of 8 303(c)whether
Congress intended to make nonappealdblasionsother thanthe Director’sfinal decisionnot

to institute a ex parte reexaminationproceeding because no nesubstantialquestion of

1%1n Block v. Community Nutrition Institutéhe Supreme Court clarified the clear and convincing standard:

In the context of preclusion analysis, the “clear and convincing es@destandard is i@ rigid evidentiary
test but a useful reminder to courts that, where substantial doubt abaantjressional intent exists, the
general presumption favoring judicial review of administrativ@éads controlling. That presumption does
not control in @ses . .[where]the congressional intent to preclude judicial review is “fairly discéghih
the detail of the legislative scheme.

467 U.S. 340, 351 (1984).

" See also Abbott Labs. Gardner 387 U.S. 136, 141 (1967) (holditigat “a showing of clear and convincing
evidence of . . . legislative intent” is required to fthdt a statute precludes judicial revlew

8 Heinl, 143 F. Supp. 2dt 596.
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patentability exists But this observationdoes not end the analysis, the Supreme Court has
recognizedhat where the plain text ofpgovision is ambiguous, that provisitis often clarified
by the remainder of the statutory scheme . . . because only one of the permissibtegsnea
produces a substantive effect that is compatible with the rest of the kamg”v. Burwel] 135 S.
Ct. 2480, 249293 (2015) (citingUnited Sav. Asa of Tex. v. Timbers of Inwood Forest Assocs
Ltd., 484 U.S. 365, 371 (1988)). Accordingly, it is appropriate to examine the statutory scheme
to determine whether Congress intended pteclude review ofpreliminary or predicate
decisions, such as the estopgelerminatiorat issue here

The statutory schenfer ex parteproceedings is comprehensive alanonstrates clearly
that Congress intended precludgudicial review ofany andall decisions not to instituten ex
parte reexamination proceeding, including those based on estoppel determinations. To begin
with, the statubry schemeaeflectsthat Congresscarefully designed thex partereexamination
process tdimit therole of third partychallengerdo those activitiespecifically designated in the
statute. Although anyperson can request arpartereexamination of a paterance the request
is submitted the third party’s role is highly circumscribedSee35 U.S.C. 8830103. If the
Directordetermines there is reubstantial new question of patentability and does not inséitute
ex partereexamination proceedinthe challengecannot appeahe Director’'sdecision. See35
U.S.C. § 30&).'° If, on the other hand, tHairectordecides to institutex partereexamination,
the challenger'participation in theex parteprocess is limited to filing a reply to any statement

submitted by the patent owneSee35 U.S.C.§ 3042° Moreover, only the patent owner is

9 See alsdHeinl, 143 F. Supp2d at 596(noting that the plain text & 303(c) bars judicial review of a denial of a
petition for reexamination not the grant of such a petition).

% See also Joy Mfg. Co. v. Nat| Mine Serv. 0810 F.2d 1127, 1130 (Fed. Cir. 1987) (noting that aheethird

paty challenger files a reply, thehallenger‘has no future role to play in thex parteproceeding); 37 C.F.R. §
1.550(g) (“The active participation of tlex partereexamination requester ends with the reply pursuant to § 1.535,
and no further submissisron behalf of the reexamination requester will be acknowledged or causfjler
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permitted to appeal a final determinatioy the PTOn the ex partereexamination proceeding
the third party challenger has no right to appkat determination See35 U.S.C.§ 306%* Put
simply, in keeping with the essentialgx partenature of the proceedinthe statutory scheme
reflects Congress’slearintent to limit the role of third party challengarsthis proceeding and
that limitation also precludes challengers from appealig Directors predicateestoppel
determination under § 315(e).

Third party challengers who participdiest in inter partes review have an even more
limited role in ex parte reexaminations. Becauseinter partes review affordshird party
challengersadditional procedural rights and opportunities to participate in a patent clealleng
Congresamposed a cosbn dallengerswho exercise those rights. Specifically, a third party
challenger who patrticipates in inter partes revieway not request or maintain a proceeding
before the Office with respect to that claim on any ground that the petitaised or reasoibdy
could have raised during that inter partes reviev®3 U.S.C.8 315(e)(1). 1 the Director
determines that third party challengers are estgppede challengers cannot participatanex
parte reexaminatiorproceedingat all. In sum, third party chidngers who avail themselves of
the inter partes review process face an additional procedural hurtlenita their ability to
participate in arex partereexamination.

This careful and comprehensive scheme would be undermined if third party challenge
such asSynopsyswere permitted to appe#ie Director’s predicatedecisions such asestoppel
determinations unde§ 315e), in determining whether to instituex partereexamination To
begin with this interpretation of the statuteould dford third partychallengersvho choosdo

participate first in inter partes review even merecedural rights than third parghallengers

2L See alsoSynte, 882 F.2d at 1572holding that third partychallengerscannot appeal adverse decisions on
patentability in theex partereexamination process).
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involved onlyin an ex partereexamination That is, these repeat challengers woldgehthe
opportunity to appeahe Directors estoppel decisiongn opportunity unavailable to third party
challengers involved only imn ex partereexaminationproceeding. This outcome plainly
contradicts Congress’s efforts to impose costs on repeat challengetse v 315 estoppel
provisions. Accordingly,tifollows that Congress could not have intended that interpretation
SeeBlock 467 U.S.at 348 (findingthat astatute precluded judicial review where allowing
review “would severely disrupt [the] complex and delicate administrativense” by allowing
individuals to evade statutory requirements).

Moreover, Synopsys’s reading of the statute would leathtimalousesults andvould
createinternal inconsistenciesithin the statutory schemeSpecifically it would be anomalous
to permitthird party challengerso appeal theDirector’s decision not to institutan ex parte
reexaminationon preliminary proceduralgrounds,such as i estoppel determinationonder 8
315(e),while simultaneously prohibitinghallengerdrom appealingssentiallysame decision-

a decisiomot to institute anex partereexaminatior—on substantive grounds. In other words,
given that Congress has made clear that the Difsctdecision not to initiate ex parte
proceedings is finabnd nonappealable, it would be odd to attribute to Congress an intent to
allow challengers to appeal the Direttompredicate decisions, including 315e) estoppel
deerminations that have essentially the same effestthe decision not taitiate proceedings.
Similarly, under Synopsys’s theorthird party challengersould appealpreliminary procedural
decisiors related to the initiation ofn ex partereexamination proceedingven thoughhese
samechallengers could never appeal the PTO’s final written decision onatidity of the
patent In shorf Synopsys’s reading creates internal inconsisteram@sanomalous resultsy

permitting third party challengerto appeal adecision not to institutan ex parteproceeding

13



based on a procedurdeterminationinvolving the agency’s interpretation of igoverning
statute while precluding those&hallengerdrom appealing thasame decision the basis of a
substantive determinatiorBecause the Supreme Court has made clear that “absurd results are to
be avoided and internal inconsistencies in the statute must be deglt*awBlynopsys'’s
interpretation of the statute unpersuasive.

Judicial reviewof preliminary estoppel determinations would also be inconsistent with
the objectives of theatent statutes.The purpose othe patent statutds to provide efficient
meangby which tochallengehe validity of patents outside of the formal litigation conteXee,
e.g, Medtronic, Inc. vLeg 151 F. Supp. 3d 665, 670 (E.D. Va. 2016) (noting that the inter
partes review process “was meant to allow[fiBAB] to fully resolve[sic] petitions for patent
reexamination, resulting in fewer cases in the district copN&rsataDev. Corp. v. Reab59 F.
Swp. 2d 912, 921 (E.D. Va. 2013) (recognizing that A& demonstrates afoverarching
congressional intenotstreamline administrative review” and “minimize lengthy, costly, and
protracted federal litigation. Indeed, the2011 AIA expanded the opportunities for parties to
participate in inter partes reviesn “the expectation that [the PTO] would serve asHactive
and efficient alternative to often costly and protracted district court litigatidfR. Rep. No.
112-98, at 45 (2011), 2011 U.S.C.C.A.N. 67, 76 (Conf. Rep9. allow parties to appedhe
Director’'s estoppel determinations undé& 315(e) would reduce the efficiency ofhose
proceedings and inject the fedecalirs into ongoing agency adjudication.

The Federal Circuit’s interpretation of similar statutory provisiumther buttresses this
conclusion. In Syntex (U.S.A.) Inc.v. U.S. Patent & Trademark Officthe petitioner, a third

party challengerin the ex partereexamination process, attempted to appeal the Pfiab

2 United Sates v.Turkette 452 U.S. 576, 580 (1981) (citifgans Alaska Pipeline Rate Casd86 U.S. 631, 643
(1978); Comnir v. Brown 380 U.S. 563, 5711965); see also Chisom v. Roemés01 U.S. 380, 402 (1991)
(rejecting a statutory interpretation because “[i]t is unlikely @@rgress intended such an anomalous result.”).
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decisionnot to cancelpatentclaims on the ground thdahe PTO failed to abide by certain
procedural requirements during @g partereexamination processTheFederal Circuitrelying
on the “essentiallyex partenature of reexamination” and tHelear, comprehensive statutory
schemé¢’ rejected Syntes theory

that the patent statute impliedly grants. a thirdparty requester. . a right to review of

the PTO'’s final decision . .where it is alleged that the reexamination proceeding was

not conducted in accordance with PTO regulations and establishestipres.
Syntex 882 F.2dat 157273. AnalogouslySynopsysereis attempting to appealdecision not
to institutean ex partereexaminatiorproceedingased on th®irector’'salleged failure to abide
by procedural requirements tihe course of reaching thatecision. But, as inSyntex the
“essentiallyex partenature of reexamination” and the “clear, comprehensive statutory scheme”
suggest Congress intended to preclatieppeals fronthe Directots decisions not to institute
anex partereexaminationproceedingregardless oWhether theDirector based that decisioon
substantive or procedural grounds.

Synopsys’s arguments to the contrary are unavailiRigst, Synopsyscontends thag
303(c) should be limited to its plain text, which preclupescial review ofa decisiorthat “no
new substantialuwpestion of patentability existsbut does not explicitly addresghetherestoppel
decisiors are appealable This argument is also unpersuasive; it fails to take into account the
structure of theex partereexamination scheme, its objectives and legislative history. Nor is this
unimpotant, aghe Suprem€ourt has made clear that “[w]hether and to what extent a particular
statute pecludes judicial review is determinadt onlyfrom its express languageut alsofrom
the structure of the statutory scheme, its objectives, its legislative history,eandtthe of the
administrativeaction involved” Block 467 US. at 345 (citations omitted) (emphaarided).

The comprehensivex partestatutory scheme clearly compels tt@nclusion that Congress
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intendedto preclude judicial reviewnot only of the decision that no new substantial question
exists, but alsof the estoppel determination under § @&)5

Synopsys also argues that the Federal Cittastexpressly endorsed judicial review in
caseswhere the PTOnstitutes arex partereexamination proceedingut fails to conclude¢hat
proceeding See Syntex882 F.2d at 1574nftingthat the Federal Circuit, iBthicon v. Quigg
“recognized,sub silencig that the requester had a right to have a reexamination proceed, once
instigated, and that the district court had jurisdiction to vinditadt right). As theSyntexcourt
noted however, the Federal Circuit Ethicondid not discuss the jurisdictional issues presented
here Id. at 1574(citing Ethicon v. Quigg849 F.2d 1422 (Fed. Cir. 1988Moreover,the PTO
decision at issue in that caseaeadilydistinguishable.There theDirectorinstituted arex parte
reexamination proceedirand thensubsequentlgtayedthat proceedingending the outcome of
a state court case. Here, by contrast, Eheector instituted anex parte reexamination
proceedingand then vacated that proceedjndetermining thathe PTO should never have
institutedex partereexamination proceedingBecause thd®irector vacated the reexamination
order in this case, it is astlfie reexamination praedingwasnevercommenced Notably, the
Federal Circuit hasnot recognized availability of judicial review where, as herethe
reexamination wasevercommencegdand the third partghallengerunlike Ethicon has no right
to havethereexaminatiomprocessproceed.

Finally, Synopsysattempts to evadéhe absence of judicial reviewf the estoppel
decisionby challengng the PTO’s “policy and practice” o&pplyingestoppel, undeg 315(e),
“where a party seekingx partereexaminatiorpreviously sought inter partes review of the same
patent claim andlid not raise the newly cited prior art in its previous petition for intetepar

review.” Compl. § 3.As the Supreme Court hawade clear”[i]t would require the suspension
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of disbelief to ascribe to Congress the design to allow its careful and thorough . . . scheme to be
circumvented by antful pleading.” Brown v. US4, 425 U.S. 820, 833 (1976). Indeed, to accept
Synopsys’s argument to appeal decisions of this sort as a challenge a policy or practice would
cviscerate Congress’s intent to foreclose appeals because clever Jawyers can always recast a
substantive challenge to an ordcr as a challcnge to a policy or practice. Accordingly, Synopsys’
attempt 10 use artful pleading to circumvent the statutory bar to judicial review must fail.

1v.

In sum, the statutory scheme discloses Congress’s intent to preclude judicial rcvicw of
the Dircctor’s decision to vacate its ex parfe reexamination order on the ground that two of
Synopsys’s challenges were estopped. Accordingly, the merits of this case cannot be reached or
addressed, and the appeal is properly dismissed.

An appropriale order will issue,

Alexandria, Virginia
November 15, 2017

T. S. Ellis, III
United States Distict J udgg

* Although the parties do not cite them, Heckler v. Ringer, 466 U.S. 602 (1984), and McNary v. Haitian Refugee
Cir. Inc., 498 U S. 479 (1991), are instructive on this point but are of no avail to plaintiff. These decisions are not
contrary to the conclusions reached here. In those cases, the Supreme Court considered when plaintiffs can evade
Jurisdictional requirements, such as exhaustion, by challenging agency policies and practices. Specifically, McNary
and Heckler stand for the proposition that, when judicial review is otherwise barred, federal courts can exercise
jurisdiction to review agency policies or practices thal are not necessary to the ultimate merits determination,
Compare McNary, 466 U.S. at 495 (allowing for a challenge of interview procedures because that challeage would
not substantively decide the merits of plaintiffs' case), with Heckler, 466 U.S. ut 494-95 (dcclining to exercise
judicial review because “success in the respondents’ challenge of the Secretary’s policy would have the practical
effect of also deciding their claims for benefits on the merits.™). Here, cven assuming the PTO's interpretation of §
315(c) is properly churacterized as a “policy,” it is unquestionably necessary to, and dispositive of, the merits of
Director’s ultimate estoppe! delermination. Thus, both Heckler and McNary support the conclusion reached here.
In the end, to exercise jurisdiction over Synopsys's challenge to the PTO’s interpretation of § 315(e) would
effectively eliminate the statute's carefully constructed bar to Jjudicial roview,
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