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For over 100 years, patents have been considered personal property entitled to full protection
under the US. Constitution. The U.SS. Supreme Court so held in many cases. For example, in an
1876 case, the Court stated, “A patent for an invention is as much property as a patent for land. The
right rests on the same foundation, and is surrounded and protected by the same sanctions.”

A few years later, in 1882, the Court followed that with:

That the government of the United States when it grants letters-patent for a new
invention or discovery in the arts, confers upon the patentee an exclusive property in the
patented invention which cannot be appropriated or used by the government itself,
without just compensation, any more than it can appropriate or use without
compensation land which has been patented to a private purchaser, we have no doubt. ...
. The government of the United States, as well as the citizen, is subject to the Constitution;
and when it grants a patent the grantee is entitled to it as a matter of right, and does not
receive it, as was originally supposed to be the case in England, as a matter of grace and
favor?

Moreover, 35 USC. § 261 provides: “[Platents shall have the attributes of personal property”
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Against this background, the Federal Circuit ruled in 1985 that “[i]t is beyond reasonable debate
that patents are property [that is protected by the Constitution].”

With this understanding, patent owners have asserted that legislation allowing the US. Patent and
Trademark Office (USPTO) to take a “second look™ at patents and take back what it had previously
granted as property of the patent owner, such as in ex parte reexamination* and inter partes
review (IPR),” is unconstitutional. The patent owners asserted that, under the Constitution, only
the courts have the ability to invalidate issued patent claims. These constitutional attacks have all

failed."

For the first time, however, two of the lower courts in those challenges held that patents are not
protected property for the takings protection of the Fifth Amendment. Specifically, the USS. Court
of Federal Claims held that “patent rights are not cognizable property interests for Takings Clause
purposes.” In so holding, it relied on the discussion of patents’ constitutional status in the 2018 Oil
States Supreme Court case, which held that patents are a special kind of property that can be
treated differently than other types of property for some constitutional protection.”

Oil States

In Oil States, the patent owner sued for infringement in district court. Near the end of discovery,
the defendant petitioned the USPTO to commence an IPR. The USPTO did so, and the two
proceedings proceeded in parallel. The district court made a claim construction that foreclosed
the defendant’s position challenging validity. However, the USPTO later issued a final decision that
the claims were unpatentable. This USPTO decision was affirmed by the Federal Circuit.

The claims in the Supreme Court were that IPRs were unconstitutional for being in violation of
Article III (judicial power resides in the federal courts) and the Seventh Amendment (right to a
jury trial). The Court rejected both arguments. In so doing, it found that patents were a particular
kind of property: a public franchise.

As for the Article Il argument, the Court started by recognizing that Article III vests judicial power
in the Supreme Court and such inferior courts as Congress may from time to time establish. It
then said that whether a proceeding involves an exercise of Article Il power depends on whether
a public or private right is involved. It held that if public rights are involved, Congress has
significant latitude to assign adjudication of such rights to other than Article III courts.



The Court then said that it had never definitively explained the distinction between public and
private rights. But it said that it was not required to do so here either because:

Our precedents have recognized that the doctrine covers matters “which arise between
the Government and persons subject to its authority in connection with the
performance of the constitutional functions of the executive or legislative departments.”
[n other words, the public-rights doctrine applies to matters “arising between the
government and others, which from their nature do not require judicial determination
and yet are susceptible of it” Inter partes review involves one such matter:
reconsideration of the Government’s decision to grant a public franchise.”

Since the Court found that there is no dispute that the grant of a patent involves public rights, it
found that so too does reconsideration of that grant. The Court explained:

Inter partes review falls squarely within the public-rights doctrine. This Court has
recognized, and the parties do not dispute, that the decision to grant a patent is a matter
involving public rights—specifically, the grant of a public franchise. Inter partes review is
simply a reconsideration of that grant, and Congress has permissibly reserved the PTO’s
authority to conduct that reconsideration. Thus, the PTO can do so without violating

Article I1L. ... Thus, inter partes review involves the same interests as the determination to
0

grant a patent in the first instance.!

The Court further explained that its previous holdings that patents are constitutionally protected
property are not inconsistent with its holding in this case."" As a public franchise, a patent can only
confer rights that the statute provides. The Court noted that many of its older cases involved the
Patent Act of 1870. That act did not provide for any second-look proceedings by the USPTO."

It also noted that the current statute, which provides that patents shall have the attributes of
personal property, qualifies any property rights by also providing that they are “subject to the
provisions of this title”™ The current statute provides for a second-look proceeding, while
previous statutes involved in earlier decisions did not.

As to the Seventh Amendment right to a jury trial, the Court said its rejection of the Article I
challenge resolved this as well. Relying on past precedents, it said that when Congress assigns a



matter to a non-Article III tribunal, the Seventh Amendment poses no independent bar to
adjudication of that action by a non-jury fact finder."*

However, in affirming IPRs’ constitutionality from the Article Il and Seventh Amendment
challenges, the Court was careful to advise of the narrowness of its holding as to patents’
constitutional status as property. It stated:

We emphasize the narrowness of our holding. We address the constitutionality of inter
partes review only. We do not address whether other patent matters, such as
infringement actions, can be heard in a non-Article Ill forum. ... Moreover, we address
only the precise constitutional challenges that Oil States raised here. Oil States does not
challenge the retroactive application of inter partes review, even though that procedure
was not in place when its patent issued. Nor has Oil States raised a due process challenge.
Finally, our decision should not be misconstrued as suggesting that patents are not

property for purposes of the Due Process Clause or the Takings Clause.”

Christy

The first Claims Court case to find that patents are not property under the Fifth Amendment’s
takings protection is Christy. The Claims Court in Golden later found the same. The Christy court
distinguished private and public rights, relying on the Oil States case:

The Supreme Court observed that its longstanding precedent teaches that “the decision
to grant a patent is a matter involving public rights—specifically, the grant of a public
franchise,” and noted that the franchise “is a ‘creature of statute law.” It emphasized that
“[platent claims are granted subject to the qualification that the [Patent and Trademark
Office] has ‘the authority to reexamine—and perhaps cancel—a patent claim’ in an inter
6

partes review” and that “franchises can be qualified in this manner.”

Based on its analysis of the Oil States, older Supreme Court, and Federal Circuit cases, the Christy
court held that

modern invention patents are distinguishable from land patents because the Patent and
Trademark Office exercises continuing authority over invention patents, whereas the
government generally cedes “all authority or control” over the land in question when it




issues a land patent. In short, patents are public franchises, not private property. Because
“la] taking compensable under the Fifth Amendment inherently requires the existence
of ‘private property,” patent rights are not cognizable property interests for Takings

Clause purposes.”

Golden

Golden was a complicated procedural case.”® The Claims Court granted the government’s motion
to dismiss. According to the Federal Circuit, the lower court adopted the Claims Court’s language
in Christy that “patent rights are not cognizable property interests for Takings Clause purposes.””

On appeal, Golden claimed an unconstitutional taking on three grounds: (1) the government’s
infringement of his patents, (2) the institution of an IPR, and (3) the Claims Court’s dismissal of his
causes of action relating to patent claims that were “unjustly cancelled in the IPR™" He also
argued that there were “several breaches of implied-in-fact contracts” by the government.?!

On the infringement issue, the Federal Circuit found that 28 USC. § 1498 is the sole remedy for
infringement of a patent by the government. There is no independent claim for an improper
taking.

On the takings claim based on the IPR, the Federal Circuit found no standing to appeal. Here, the
government was the petitioner. The Supreme Court had recently held that the government could
not do that under the statute because it was not a “person.” So the court recognized that
cancellation of claims in this situation could be a taking. However, the plaintiff did not appeal the
USPTO's rejection of the claims at issue. Rather, he voluntarily canceled these claims for the
amended claims that were ultimately rejected in the IPR. Therefore, the court found no standing
on this takings claim as well.

On the takings claim based on actions of the Federal Circuit and Claims Court and the implied-in-
fact contract claims, the court found that these two courts both adjudicate patents, and on the
contract claim, the reasoning on the takings issues applied to this as well. Because the argument
was raised for the first time on appeal, it too was nonjusticiable.

The Golden court explained that “the decision to grant a patent is a matter involving public rights
—specifically the grant of a public franchise’”” The Federal Circuit said further that the Supreme



Court “emphasize[d] the narrowness of [its] holding” in Oil States and explained that it was
addressing “only the precise constitutional challenges” raised in that case.”” It noted that the
Supreme Court admonished that its “decision should not be misconstrued as suggesting that
patents are not property for purposes of the Due Process Clause or the Takings Clause** Despite
the Claims Court’s express finding on the status of patent rights under the Fifth Amendment, the
Federal Circuit stated, “[W]e decline to address that question here, however, because, even if
Golden’s patents are his private property for Takings Clause purposes, under Celgene, cancellation
of patent claims in inter partes review cannot be a taking under the Fifth Amendment.*

Conclusion

In the Golden and Christy appeals, the Federal Circuit did not consider the question of a patent’s
constitutional status. So these two Claims Court decisions stand for the proposition that patents
are not property protected by the Fifth Amendment, apparently based on changed case law from
1985 when the Federal Circuit found in Patlex that “[i]t is beyond reasonable debate that patents
are property [that is protected by the Constitution].”°

So this is the current state of the law: Two lower court opinions (Christy and Golden) have found
that patents are not property that is protected by the Fifth Amendment, which were both affirmed
on appeal without addressing this issue; two earlier Federal Circuit opinions (Patlex and Joy) have
found that patents are protected property under the Fifth Amendment; and the Supreme Court
(Oil States) has held that patents are a particular type of property, but it has not decided whether
or not that type of property is protected under the Fifth Amendment takings prohibition.
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