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UNITED STATES V. ARTHREX: INTER PARTES REVIEW
DECISIONS NOW REVIEWABLE BY THE PTO DIRECTOR

by John S. Artz, Steven A. Caloiaro, Brady Bathke

On June 21, 2021, the Supreme Court issued its decision in United
States v. Arthrex, which created a review process that gives the PTO
Director the ability to independently review decisions rendered by
Administrative Patent Judges (“APJs”) and issue, modify, or otherwise
change those decisions on behalf of the Patent Trial and Appeal Board
(“PTAB”). This new approach was formed in response to the Supreme
Court’s conclusion that the unreviewable authority wielded by APJs
during inter partes review (“IPR") proceedings is constitutionally
incompatible with their status as inferior officers.

In the underlying action, a PTAB panel made up of three APJs concluded
that Arthrex, Inc’s (“Arthrex’s”) patent was invalid after Smith & Nephew,
Inc. and ArthroCare Corp. petitioned for an IPR and received a decision
finding the patent invalid. Arthrex appealed the decision to the
Federal Circuit, claiming that the structure of the PTAB violated the
Appointments Clause because APJs were unconstitutionally appointed.
Specifically, Arthrex argued that the President, not the Secretary of
Commerce, must appoint APJs because, as constituted, they were
principal officers and therefore needed Congressional approval.

The Federal Circuit agreed with Arthrex and held that APJs were
unconstitutionally appointed principal officers because neither the
Secretary of Commerce nor the PTO Director had the authority to review
their decisions or remove them at will. The Federal Circuit’s proposed fix
was to make APJs removable at will, rendering them inferior officers.

On review, the Supreme Court agreed that APJs were unconstitutionally
appointed, but provided a different remedy. The solution offered by the
Supreme Court makes decisions by APJs in IPR proceedings subject
to review by the PTO Director, allowing him independently to reach
a different conclusion. The PTO Director’s decision is still appealable,
just as decisions delivered by APJs were before. The Supreme Court’s
resolution thus allows the APJs to remain inferior officers, keeping the
structure of the PTAB intact.

As for Arthrex, the Supreme Court remanded the case back to the PTO
Director for the opportunity to decide whether to rehear the petition
filed by Smith & Nephew, Inc. However, Arthrex is not entitled to a
hearing before a new PTAB panel.

This decision also affects more than 100 cases held in abeyance by
a PTAB General Order in light of the Federal Circuit's Arthrex ruling
in October 2019. These cases involved PTAB decisions vacated by
the Federal Circuit following its Arthrex holding. The Federal Circuit

remanded these cases for a new PTAB hearing before a new panel
that was constitutionally appointed. The PTAB stayed these cases
and any other cases remanded to it under the Federal Circuit's
Arthrex ruling until the Supreme Court ruled on Arthrex. Now, the
PTAB panels are not required to rehear any of their respective prior
decisions, but the PTO Director must independently decide whether
to review and potentially modify each final written decision. The
Supreme Court did not layout guidelines for the additional review,
but seemingly, left it open for the PTO to promulgate regulations
for the required intra-agency appeal.

Looking ahead to future IPR proceedings, the President-appointed
PTO Director may have more influence over the PTAB and the
underlying decisions made by APJs. Although it can be appealed to
the Federal Circuit, the PTO Director now has the discretion to
independently overturn IPR decisions, which as the Supreme
Court pointed out, “billions of dollars can turn on.”
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