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U.S. PATENT AND TRADEMARK OFFICE: THE
AMERICA INVENTS ACT AND BEYOND, DO-
MESTIC AND INTERNATIONAL POLICY
GOALS

WEDNESDAY, JULY 30, 2014

HOUSE OF REPRESENTATIVES

SUBCOMMITTEE ON COURTS, INTELLECTUAL PROPERTY,
AND THE INTERNET

COMMITTEE ON THE JUDICIARY
Washington, DC.

The Subcommittee met, pursuant to call, at 3 p.m., in room 2141,
Rayburn House Office Building, the Honorable Howard Coble
(Chairman of the Subcommittee) presiding.

Present: Representatives Coble, Marino, Goodlatte, Chabot,
Farenthold, Holding, Collins, Smith, Nadler, Conyers, Chu,
DelBene, and Jeffries.

Staff Present: (Majority) Vishal Amin, Counsel; Olivia Lee, Clerk;
(Minority) Jason Everett, Counsel; and Norberto Salinas, Counsel.

Mr. CoBLE. Good afternoon, ladies and gentlemen. The Sub-
committee on Courts, Intellectual Property, and the Internet will
come to order.

Without objection, the Chair is authorized to declare a recess of
the Subcommittee at any time. We welcome all the witnesses and
those in the audience as well with us today. I'll give my opening
statement, and then I'll recognize the gentleman from Michigan.

Intellectual property forms the foundation of our nation’s innova-
tion economy. The issues surrounding copyrights, copyrights—
strike that—patents, copyrights, and trademarks affect nearly
every business in America, both large and small. That is why to-
day’s oversight hearing over the office tasked with managing our
nation’s intellectual property laws is so vitally important.

Back in 2011, we passed the America Invents Act, the AIA, that
was most substantial—the most substantial reform to U.S. patent
law since the 1836 patent law, or Patent Act. The AIA re-estab-
lished the U.S. point system as a global standard, and over the
past 3 years the U.S. Patent and Trademark Office has worked to
implement the various provisions of the AIA to ensure that the bill
realizes its full potential to promote innovation and create jobs.
Our priority is to ensure that the PTO’s implementation of the AIA
has been in line with congressional intent. While the AIA rewrote
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the underlying patent law and procedures at the PTO, the dra-
matic rise in abusive patent litigation over the last several years
necessitated our work to address abusive patent litigation. Through
election year, patent—though in an election year, pandering and
politics thwarted our efforts in the Senate. The fight goes on, and
I'm certain that the Innovation Act, which passed the House last
year with 325 votes and the support of the White House, will ulti-
mately become law. We need to build on our work with the Innova-
tion Act to ensure that the U.S. patent system operates fairly.

Abusive patent litigation is a scourge on our economy, and it is
the product of those taking advantage of loopholes in the current
system to engage in what amounts to litigation extortion. In that
vein, I call on the USPTOq to address the issues surrounding pre-
GATT, or submarine, patent applications. Some of these applica-
tions have been sitting at the PTO longer than I've been in Con-
gress. These are applications that, if issued, would receive 17-year
terms of protection from the date that they issue—from the date
they issue, not the date they were filed. But this is not the PTO’s
fault. This is a result of legal gamesmanship by applicants. Such
dilatory behavior by these applicants reflects the serious abuse of
PTO procedure, it seems to me. I called on the USPTO to use its—
to use its—strike that—to use their existing authority under the
law to start publishing these dilatory applications so that the pub-
lic has notice if vital technologies like those that cover the personal
computer or the Internet are to be ripped from the public domain.

American innovation cannot be held hostage to frivolous litiga-
tion from weak or overbroad patents. Companies are shutting down
and folks are losing jobs. We need to work together to ensure that
the American economy does not continue to suffer.

I hope to hear more today from our esteemed witness and the
steps that need to be taken to promote America’s innovation econ-
omy and create jobs.

I'm now pleased to recognized the gentleman from Michigan, the
Ranking Member of the full Judiciary Committee, Mr. Conyers, for
his opening statement.

Mr. CoNYERS. Thank you, Chairman Coble.

Today’s hearing provides a long overdue opportunity for us to re-
view our ongoing efforts to strengthen our nation’s intellectual
property system, and so I'm pleased that the Honorable Michelle
Lee, the Deputy Under Secretary, will be here with us to help us
understand the overall strategy for us moving forward.

The health of our intellectual property system is integral to the
health of our nation’s economy. It provides critical incentives that
foster innovation, which in turn creates jobs. For example, IP-in-
tensive industries account for more than a third of the U.S. gross
domestic product and support about 40 million jobs in the United
States.

So as we examine the work of the Patent and Trademark Office,
here’s what I think we ought to be looking at carefully. The office,
to be truly effective in protecting the integrity of our intellectual
property system, we must ensure that the agency has sufficient re-
sources, and I'm sure this is going to be seen as the most basic
problem before us.
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Unfortunately, the current funding mechanism has failed the
patent system by allowing an estimated billion dollars in fees over
the last two decades to be diverted to other agencies, and that’s
why many of my colleagues and myself have introduced H.R. 3349,
the Innovation Protection Act. It’s bipartisan legislation that estab-
lishes a permanent statutory funding mechanism for the United
States Patent and Trademark Office. This legislation would ensure
that the office receives a consistent stream of funding that would
better enable the agency to address abusive patent litigation.

A major contributing factor to the problem of abusive patent liti-
gation is the issuance of ambiguous or poor quality patents. Thus,
the most effective step we can take is making sure that such pat-
ents are not issued to begin with, and by ensuring sufficient re-
sources for USPTO would be a most important step in the right di-
rection. With ample resources, the USPTO could hire and retain
more examiners to increase patent examination quality and to
issue strong patents. It would modernize the IT system to exam-
iners—available to examiners to improve the speed and quality of
the examiners’ work product. And with more funding, it could pro-
vide examiners more technical training and expertise.

Accordingly, I'd like to hear from the Deputy Director about the
impact the current funding mechanism has had on USPTO’s past
and future efforts to improve patent quality—patent examination
quality.

Now, a strong U.S. intellectual property system also requires
that the Patent and Trademark Office register trademarks worthy
of the protection of such authority that conveys to trademark own-
ers. Trademarks provide owners a legal right against unlawful in-
fringers. They also incentivize owners to produce high quality prod-
ucts and services. Otherwise, the trademark owners’ reputations
suffer. The upward trend in trademark registration application re-
flects the increasing awareness of the importance of the trademark.

And so I will put the rest of my statement in the record, and
yield back the balance of my time, Mr. Chair.

Mr. CoBLE. I thank the gentleman from Michigan.

[The prepared statement of Mr. Conyers follows:]

Prepared Statement of the Honorable John Conyers, Jr., a Representative
in Congress from the State of Michigan, Ranking Member, Committee on
the Judiciary, and Member, Subcommittee on Courts, Intellectual Prop-
erty, and the Internet

Today’s hearing provides a long-overdue opportunity for us to review the ongoing
efforts of the U.S. Patent and Trademark Office to strengthen our Nation’s intellec-
tual property system.

The health of our intellectual property system is integral to the health of our Na-
tion’s economy. It provides critical incentives that foster innovation, which, in turn,
creates jobs. For example, IP-intensive industries account for more than one-third
of the U.S. Gross Domestic Product and support about 40 million jobs in the United
States.

So as we examine the work of the U.S. Patent and Trademark Office, there are
several factors that should be considered.

To begin with, for the Office to be truly effective in protecting the integrity of
our intellectual property system, Congress must ensure that the agency has suffi-
cient resources.

Unfortunately, however, the current funding mechanism has failed the patent sys-
tem by allowing an estimated $1 billion in fees over the last two decades to be di-
verted to other agencies.
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That is why I, along with many of my colleagues on this Committee, introduced
H.R. 3349, the “Innovation Protection Act.” It is bipartisan legislation that estab-
lishes a permanent, statutory funding mechanism for the USPTO.

This legislation would ensure that the Office receives a consistent stream of fund-
ing that would better enable the agency to address abusive patent litigation.

A major contributing factor to the problem of abusive patent litigation is the
issuance of ambiguous or poor quality patents.

Thus, the most effective step we can take is making sure that such patents are
not issued to begin with. By ensuring sufficient resources for the USPTO, this would
be accomplished.

With ample resources, the USPTO could hire and retain more examiners to in-
crease patent examination quality and to issue strong patents.

It could modernize the IT systems available to examiners to improve the speed
and quality of the examiners’ work product.

And with more funding the USPTO could provide examiners more technical train-
ing and expertise.

These all contribute to superior patent examination quality.

Accordingly, I would like to hear from Deputy Director Michelle Lee about the im-
pact the current funding mechanism has had on the USPTO’s past and future ef-
forts to improve patent examination quality.

Second, a strong U.S. intellectual property system also requires the USPTO to
register trademarks worthy of the protection such authority conveys to the trade-
mark owners.

Trademarks provide owners a legal right against unlawful infringers. They also
incentivize owners to produce high quality products and services, otherwise the
trademark owners’ reputations suffer.

The upward trend in trademark registration applications reflects the increasing
awareness of the importance of trademark.

And, the Office has an important responsibility to ensure that the public interest
is served well regarding the agency’s trademark registration approval process.

Just last month, for example, a non-political, administrative tribunal within the
USPTO cancelled the trademark of Washington’s professional football team after
having determined that the trademark was disparaging to Native Americans.

Section 2 of the Trademark Act specifically provides, in pertinent part, that a
trademark is ineligible for registration if found to disparage an individual or group.

Accordingly, I would appreciate having our witness address whether this law
needs to be further strengthened.

Finally, we must consider the challenges presented by international competitors.

Our intellectual property system is the envy of the world because it forms the
foundation for our inventiveness and dynamic business culture. It is clear that the
protection and enforcement of intellectual property is vital to maintaining our com-
petitiveness globally.

Unfortunately, some other countries, particularly China and India, do not share
our view of promoting and protecting intellectual property rights.

I would like the Deputy Director to discuss whether there are measures that Con-
gress should consider to better equip her agency to prevent and deter international
infringement of U.S. intellectual property rights.

I thank the Chairman for holding today’s hearing and I look forward to hearing
Ms. Lee’s testimony.

Mr. CoBLE. The gentleman from Virginia, the Chairman of the
full House Judiciary Committee.

Mr. GOODLATTE. Thank you, Mr. Chairman.

And Deputy Director Lee, welcome.

When we look at the array of agencies and departments within
the Federal Government, only a certain number carry out a mis-
sion that is explicitly called for in the Constitution. The U.S. Pat-
ent and Trademark Office is one of them. As the PTO carries out
its constitutional mission, we need to conduct appropriate oversight
to ensure that our IP laws are being implemented fairly and in line
with congressional intent.

In recent years, the PTO has been tasked with implementing the
America Invent Act. The AIA was the most significant reform to
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U.S. patent law in my lifetime. I believe that it is imperative for
this Committee to examine the rules and procedures that the PTO
has adopted to implement this important law, in particular, the
various post-grant proceedings called for in the AIA. The post-grant
proceedings were designed to create a cost-effective alternative
legal forum at the PTO to provide a simpler way to review ques-
tions of patentability, thus reducing the cost of frivolous litigation
on job creators. It is important for the PTO to operate these pro-
ceedings as true alternatives to the courts. It is also important for
the programs to operate fairly for both the patent owner and those
accused of infringement.

It also appears that the business method transitional program
has been implemented successfully by the PTO and is operating
quite well. I hope to hear more from the Acting Director on this
provision of the AIA.

With regard to frivolous patent litigation, I remain confident that
the Innovation Act, which passed the House with 325 votes, will
become law. Though some in the Senate caved to election year poli-
tics and special interests, this is a bill that truly puts our economy
first. I appreciate the support of the White House for the Innova-
tion Act and, in particular, the provisions that went directly to cur-
tailing abusive patent litigation, specifically a modernized fee-shift-
ing statute based on the Equal Access to Justice Act.

As we work to enact the Innovation Act, the PTO is also taking
steps to improve patent quality internally with improved prior art
searches and clearer guidelines. While I applaud these efforts, I
also want to caution against attempting to simply implement provi-
sions of the Innovation Act through rulemakings. In some in-
stances, we have seen proposed rulemakings for issues like attrib-
utable owner disclosures that have Draconian penalties and little
to no benefit in reducing frivolous patent litigation or improving
patent quality. These kinds of rulemakings could impose an exorbi-
tant tax on business and innovation. While we share the common
goal of approving the patent process, we must tread carefully.
Rulemakings are not a substitute for congressional action.

On the patent quality front, I strongly believe that the PTO
should not simply be in the business of granting patents and leav-
ing the mess created for the courts and Congress to fix, but rather,
focus on tightening the requirements for patent eligibility to reduce
the number of weak or overly broad patents from entering the sys-
tem.

There are also some patent applications that have been pending
for a very long time. These pre-GATT, or submarine patent applica-
tions, have in some cases been pending for 30 or 40 years. This
long pendency is not the fault of the PTO, and I appreciate that
the PTO provided Congress with a report detailing these several
hundred pending submarine patent applications.

Apart from being a drain on PTO resources, I believe that the
public has a right to know if widely adopted technology could sud-
denly be removed from the public domain. If such applications were
to issue as a patent today, they would be entitled to a 17-year term
and would not expire until the year 2030. Moreover, because these
applications have not been published, the public has no notice that
patents may issue that claim the invention in question, and the
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public has no opportunity to provide the PTO with prior art that
could directly apply to the overly broad claims in many of these ap-
plications. And so I call on you to exercise your authority under ex-
isting law to publish these applications immediately.

Patent and trademark quality are key components of the PTO’s
overall mission, but I also want to ensure that the PTO is properly
spending the fees that it collects, that its employees are acting ap-
propriately when it comes to hiring appropriately qualified individ-
uals and that the PTO’s IP attachés have appropriate resources
and authority in our embassies abroad. When it comes to our ef-
forts overseas, we need to ensure that our IP trade agenda, IP
attaché program, and training and capability building programs
are in line with compelling U.S. economic interests and job cre-
ation.

Intellectual property powers the engine of American innovation
and creativity, it creates new jobs, and helps grow our economy. I
look forward to hearing from Director Lee on these important
issues.

Thank you, Mr. Chairman.

Mr. CoBLE. I thank the gentleman.

The distinguished gentleman from New York and the Ranking
Member of the Subcommittee, Mr. Nadler, is recognized.

Mr. NADLER. Thank you, Mr. Chairman.

Today, we conduct an oversight hearing of the Patent and Trade-
mark Office. A strong patent system is important to foster innova-
tion. Patents serve as one the key drivers of the Nation’s economy.
I hope that today we will consider what steps we can take to con-
tinue to improve the patent system. To do this, we will examine the
implementation of the Leahy-Smith America Invents Act of 2011,
which was the largest modification to U.S. patent law in more than
50 years.

The America Invents Act was designed to help process patent ap-
plications faster, reduce the applications backlog, increase patent
quality through expedited patent challenges, and to improve exam-
iner recruitment and detention.

The PTO is a fee-funded agency and the America Invents Act
provides a model for funding to ensure that the USPTO receives ac-
cess to the user fees collected each year.

As we study these issues today, I want to stress that I believe
that it’s very important that the PTO continue to receive all of
these funds so that it can continue to issue high quality patents.

The bill gave the PTO fee setting authority, which has allowed
the PTO to develop an operating reserve. This enables it to launch
new initiatives in response to the customer’s needs. To date, the of-
fice has implemented most of the provisions of the America Invents
Act. Of the 37 America Invents Act provisions, 28 were delivered
on time. Though this implementation rate has been a success, I
would like to hear today about the planning and implementation
of the patent review processing system. This system was launched
in a new Patent Trial and Appeal Board and is the board’s e-filing
and case management system for trial proceedings.

The America Invents Act required the office to establish three or
more satellite offices by September 16, 2014. The PTO opened one
satellite office in Detroit in July 2012 and recently opened another



7

one in Denver. I would like to hear how these offices are helping
to reduce the patent backlog and how these operations—their oper-
ations have been running so far.

As we examine the continued implementation of the America In-
vents Act, we will study why changes are needed, if any, for the
patent system as a whole. One of the key goals of the America In-
vents Act was to help the PTO quickly review patent applications,
and another goal was to establish higher quality patents, and the
PTO has worked to achieve that goal.

I'm happy the PTO has made improving patent quality a top pri-
ority. I would like to hear how the PTO plans to improve patent
quality as it continues to implement the America Invents Act. Also,
as quality continues to improve, we expect this will play a large
role in curtailing abusive patent litigation. In recent years, there
has been increasing awareness about abusive patent litigation.
There’s also been a public and private effort to combat it. We need
to continue to develop other creative solutions to deal with in-
stances of such litigation without diminishing the rights of legiti-
mate patent holders. In particular, the House passed the Innova-
tion Act last December with strong bipartisan support to address
many of the concerns that have been raised about abusive patent
litigation. During our work on the bill, we heard from many stake-
holders about how the bill could be modified and improved, and we
attempted to work with all interested parties. The Senate has con-
tinued to work on this important issue, but the bill has been put
on hold as stakeholders continue to attempt to work out their dif-
ferences. We must not become discouraged as we continue to at-
tempt to find common ground to deal with this problem.

Last year, the Administration announced seven legislative rec-
ommendations designed to increase transparency of patent owner-
ship information to curtail abusive litigation and ensure high qual-
ity patents. We should continue to study these recommendations as
we continue to develop ways to improve the system.

I would also like to hear today about efforts, such as the intellec-
tual property rights attaché program, that the PTO has taken to
work with our trading partners to improve intellectual property
rights and enforcement.

The Supreme Court has recently issued several opinions that im-
pact some of the legislative issues we will discuss today. For exam-
ple, in the Octane and Highmark cases, the court issued opinions
lowering the standard for awarding attorney’s fees in patent cases.

I would like to hear how the Patent Office is working on execu-
tive actions to address the question of overly broad patent claims,
particularly in the context of software.

The Administration has called on the PTO to provide new tar-
geting training toward examiners on the scrutiny of these types of
claims. I commend the PTO for developing four training modules
focused on functional claiming under Section 112(f), which is often
used in software patents. This is an important step in taking the
executive action to increase patent claim clarity seriously.

Finally, we should make sure that American companies continue
to receive adequate patent protection in key overseas markets.

This hearing will provide us with an opportunity to evaluate the
efforts of the PTO to implement the America Invents Act and pro-
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vide suggestions of how we can improve the patent system going
forward.

I look forward to hearing from the witness, and I yield back the
balance of my time. Thank you.

Mr. CoBLE. I thank the gentleman.

The statements of other Members of the Subcommittee will made
part of the record without objection.

Before I introduce our distinguished witness today, Ms. Lee, I'd
like you to stand and be sworn, if you will.

[Witness sworn.]

Mr. CoBLE. Thank you. You may be seated. Let the record show
that the Ms. Lee responded in the affirmative.

Our witness today is the Honorable Michelle Lee, Deputy Under
Secretary of Commerce for Intellectual Property and Acting Direc-
tor of the U.S. Patent and Trademark Office. In her position, Ms.
Lee provides leadership, oversight and day-to-day management to
one of the largest intellectual property offices in the world, which
consists of 12,000 employees. She also serves as one of the prin-
cipal advisors to the President on both domestic and international
intellectual property matters. Prior to her role as Deputy Director,
Ms. Lee served as the first Director of the Silicon Valley Patent
and Trademark Office, where she established and led the new of-
fice. Her experience also includes being the first Head of Patent
Strategy at Google, where serving as the company’s Deputy Gen-
eral Counsel, she—while serving as the company’s Deputy General
Counsel. She received her J.D. from the Stanford Law School and
her M.S. and B.S. in electrical engineering and computer science
from the Massachusetts Institute of Technology.

Ms. Lee, we're delighted to have you with us.

I must advise all of you, we expect a vote on the Floor immi-
nently, so at that time, we will declare a brief recess, should be no
more than 35 or 40 minutes, I'm thinking.

Ms. Lee, there’s a timer before you on your desk. When the green
light becomes amber, you're being warned you have a minute to go.
And if you can wrap up on or about 5 minutes. You won’t be se-
verely punished if you fail, but on or about 5 would be fine. We're
pleased to have you with us today.

TESTIMONY OF THE HONORABLE MICHELLE K. LEE, DEPUTY
UNDER SECRETARY OF COMMERCE FOR INTELLECTUAL
PROPERTY AND DEPUTY DIRECTOR OF THE UNITED STATES
PATENT AND TRADEMARK OFFICE, UNITED STATES DE-
PARTMENT OF COMMERCE

Ms. LEE. Thank you, Chairman Coble.

Mr. COBLE. Put the mike on, Ms. Lee.

Ms. LEE. Okay. Thank you.

Chairman Coble, Chairman Goodlatte, Ranking Member Nadler
and Ranking Member Conyers, and Members of the Subcommittee,
thank you for this opportunity to discuss the USPTO’s options, op-
erations, programs and initiatives.

Mr. Chairman, promoting innovation, stimulating growth, and
creating an environment that generates high-paying jobs continues
to be a top priority of the Obama administration and vital to our
country’s long-term competitiveness. I'm honored to be a part of an
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agency that directly serves America’s entrepreneurs by providing
the intellectual property protection they need to secure investment
capital and allowing them to build their companies and bring cut-
ting-edge products and services to the global marketplace.

I am also very proud to be a part of an agency that was ranked
as the number one best place to work in the Federal Government
out of 300 agency subcomponents by the Partnership for Public
Service Survey. This ranking is a tribute to my predecessors, to the
USPTO’s management team, our employee unions and, most im-
portantly, to our 12,000 dedicated employees.

Mr. Chairman, our business is thriving, and I believe that is a
good sign for the economy. This fiscal year, we expect to receive
nearly 600,000 patent applications and more than 450,000 trade-
mark applications. We have reduced the patent application backlog
by 24 percent since January of 2009, despite an on average 5 per-
cent increase year over year in filings, and we continue to make
progress in reducing the backlog and the pendency of applications.
Our trademark team has long been at its optimal backlog and
pendency targets. On average, it takes just 10.3 months to receive
a final decision on a trademark application.

The USPTO and the American public continue to benefit from
the legislative changes enacted by the Leahy-Smith America In-
vents Act. During the last 3 years, the USPTO has fully imple-
mented these changes to modernize the U.S. patent system,
transitioning from a first inventor to file system, establishing time-
ly and cost-effective post-grant review proceedings, and taking ad-
vantage of new authority to enable sustainable funding.

Mr. Chairman, the Administration believes that additional legis-
lative changes building on the AIA would further enhance patent
quality and lessen abusive patent litigation. This Committee de-
serves substantial credit for moving forward a bill that addresses
these goals. We continue to hope that a bill can reach the Presi-
dent’s desk, and are committed to working with Congress and our
stakeholders to build balanced and effective consensus legislation.

In the meantime, we are not waiting. We are implementing an
array of initiatives to improve our patent system now and for the
future. We have launched a multifaceted enhanced patent quality
initiative to expand examiner training, both legal and technical; to
collect more data to further improve our examination process and
training; to harness the power of the crowd, or public, to find the
best possible prior art during, and not after, examination; and to
gatl;er input from all of our stakeholders on how further to improve
quality.

High quality patents reduce the potential for abusive litigation,
permitting our companies to focus on innovation. For those who re-
ceive abusive demand letters or lawsuits, we have launched an on-
line toolkit to help them know their rights and available resources
before entering into costly litigation or settlement. We are com-
mitted to helping under-resourced applicants benefit from the pat-
ent system through our pro bono and pro se assistance programs
and in increasing the transparency in our patent system.

Further, our Patent Trial Appeal Board is operating exactly as
you, Congress, intended. We are providing a faster and lower-cost
alternative to district court litigation in determining the validity of
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patents. As required by the AIA, every one of our trials to date has
completed with a high quality ruling within the statutorily-re-
quired 1-year deadline, despite an increasing volume of petitions,
more than 1,600 per year, which is more than 200 percent of that
originally predicted.

Moreover, as also required by the AIA, we have opened four sat-
ellite offices to increase our capacity to handle applications and to
provide services and information to help entrepreneurs and inven-
tors. Offices in Detroit and Denver are already up and running in
permanent space and have patent examiners on the ground locally.
Permanent offices in San Jose and Dallas will officially open next
year. Patent Trial Appeal Board judges are working in all four loca-
tions on appeals and post-grant review proceedings. These satellite
offices have been extremely well received by the local innovation
communities and play a strategic role in helping the USPTO fulfill
its mission.

Mr. Chairman, with our colleagues at the Department of Com-
merce, we issued a green paper last year that analyzed key copy-
right issues in the digital environment. We are currently engaging
with our stakeholders and the copyright office to develop rec-
ommendations.

Finally, on the international front, the USPTO continues to play
a significant role in promoting protection and enforcement of intel-
lectual property rights for our innovative companies entering for-
eign markets.

Mr. Chairman, my written statement contains more detailed in-
formation about our many domestic and international intellectual
property related activities, and I thank you for this opportunity
and am pleased to answer any questions you or your Committee
Members may have.

Mr. CoBLE. Thank you, Director Lee, for being here and for your
testimony.

[The prepared statement of Ms. Lee follows:]
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1. Introduction
Chairman Coble, Vice Chairman Marino, Ranking Member Nadler, and Members of the Subcommittee:

Thank you for this opportunity to appear before you to discuss the operations, programs and initiatives of
the United States Patent and Trademark Office (USPTO).

Promoting innovation, stimulating economic growth and creating high-paying jobs continue to be top
priorities of the Obama Administration and the Department of Commerce. Iam very proud and honored
to be part of an agency that serves America’s innovators by helping to provide the intellectual property
(IP) protection they need to secure investment capital, build their companies and bring their products and
services to the global marketplace. Our work is more important than cver before because of the growing
importance of intcllectual property to the cconomic vitality of our country.

Also, I am very proud to be a part of an agency that was ranked #1 out of 300 agency subcomponents in
the 2013 Best Places to Work in the Federal Government® report of the Partnership for Public Service.
This success was accomplished while simultancously achicving significant reductions to the patent
backlog and pendency, as well as timely and eftective implementation of the historic Leahy-Smith
America Invents Act (P.1.. 112-29).

11. Overview

Mr. Chaimman, before T discuss our array of programs, initiatives and other efforts to serve America's
innovators, I want to provide an overview of our financial posture and our strategic direction.

USPTQ’s I'Y 2015 Budget

We are very pleased that the House has passed, and the Senate Appropriations Committee has approved, a
FY 20135 appropriation bill that provides USPTO with the authonty to spend anticipated foo collections as
cstimated by the Congressional Budget Office. This will provide the USPTO with the resources and
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flexability needed to continue reducing the patent application backlog, shortening patent pendency,
improving patent quality, enhancing patent administrative appeal and post-grant processes, fine tuning
trademark opcrations, cxpanding our intcrnational cfforts and investing in our information technology
(IT) infrastructurc.

Strategic Direction

Specifically, our FY 2015 appropriation will cnable us to continuc implementation of our 2014-2018
Strategic Plan which prioritizes cfforts to:

e Continue to reduce patent pendency and the backlog of unexamined patent applications, while
working with stakeholders to refine long-term pendency goals that will meet the needs of both the
Office and the 1P community.

e Maintain trademark pendency by continuing to align cxamination capacity with incoming
workloads.

s Increase patent and trademark efficiencies and examination capacity, such as hiring and retaining
a nationwide workforce.

e Enhance patent and trademark quality by evaluating and refining quality measurements, and
maximizing their usage to improve the quality of patent and trademark examination.

e Maintain the Patent Trial and Appeal Board’s (PTAB’s) ability to provide timely and high quality
decisions by hiring to meet increased demand and reduce inventory, updating its IT infrastructure
and expanding outreach to stakeholders.

s Increase international cooperation and work sharing.

e Ensure optimal information technology (IT) service delivery to both employees and stakeholders
by transitioning to next generation technology and services.

e Continuc and cnhance stakcholder and public outreach to promote the availability of cducational
resources and increase transparency of data on patents and trademarks for applicants and other
users.

e Support a sustainable funding model, including using fee setting authority to adjust patent and
trademark fees as appropriate.

e Implement White House Executive Actions to improve the environment for future innovation.

I11. Patent Operations and Initiatives

Our patent application workload continues to increase at a healthy pace. In FY 2014, we expect to
receive nearly 600,000 patent applications. That represents an increase of more than 3% as compared to
FY 2013. Our backlog of unexamined patent applications is less than 620,000 which is down from more
than 750,000 in 2009 {a 17.3 pereent decrease). Our goal is to reduce the inventory of unexamined patent
applications to a managcable level that will allow us to achicve optimal pendency by FY 2019.

In terms of proccssing applications, our first action pendency has been reduced to approximately 19
months and our average total pendency has fallen to approximately 28 months. Our plan is to reduce
those periods to 11.3 and 21.0 months respectively by FY 2018.

The USPTO has benefited from recent legislative changes enacted in the 2011 Leahy-Smith America
Imvents Act (A1A). During the last three vears, USPTO has fully implemented the changes made to
modernize the U.S. patent system — transitioning to a first-inventor-to-file system, establishing new post-
grant review proceedings at USPTO’s PTAB and taking advantage of new authority to enable sustainable
funding and other operational efficiencies.
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Consistent with the President’s call to strengthen the patent system and foster innovation, the USPTO
belicves that additional legislative changes to build upon the AIA arc needed to further enhanee patent
quality and to lessen litigation abuscs in the system. Although we had hoped that legislation would move
forward this Congress, we will continue to work with the Committee and others in Congress to support
ctforts to develop conscnsus legislation.

In the meantime, USPTO has implemented a number of administrative actions using its cxisting authority
to address these issucs:

Linhancing Claim Clarity

The ATA reforms made important improvements to the patent examination process and overall patent
quality, but certain stakeholders remained concerned about patents with potentially overly broad claims in
certain high-tech fields. The USPTO has developed multiple initiatives to address the concerns.

First, an extensive, multi-phased training program for all exammers focused on evaluating functional
claims and improving examination consistency and the clarity of the examination record. During the last
vear, we have implemented four training modules focused on functional claiming under section 112(f) of
Title 35 — a type of claiming frequently used in software patents. The training also provides tools for
cxaminers to clarify the cxamination record to positively affect the clarity of the claims. The clearer the
patents, the clearer the path to innovation with less opportumty for abusive patent litigation.

Sccond, in addition to providing targeted training to our cxaminers, we also have conducted extensive
stakcholder outrcach and cngagement to solicit idcas and collect foedback, cxpericnees, and insights on
enhancing claim clarity and improving overall patent quality.

Third, as another effort toward claim clarity, the USPTO has initiated a Glossary Pilot Program to study
how the inclusion of a glossary section in a patent application might improve the clarity of the patent
claims and facilitate examination of patent applications by enabling the USPTO and the public to more
fully understand the meaning of the patent claims.

Increased Transparency in Patent System

At the beginning of this year, the USPTO proposed a rule requiring that owners and applicants report
people or companies with ownership interests in a patent or application, called the “attributable

owners.” We are in the process of reviewing written comments from the public and feedback from
stakeholders received at two public hearings on the proposal. As we evaluate opportunities for increasing
transparency in our patent system, we look forward to working with Congress to ensure that any such
cnhancements arc coordinated and meet the needs of our mnovating companies.

Empowering Consumers and Main Street Retailers

Unsuspecting retailers, consumers, sinall businesses, and other users of products containing patented
technology have increasingly found themselves targeted by letters alleging patent infringement and
demanding moncy—cven in instances where a small business is using an off-thc-shelf product. To help
level the playing ficld and cnsure individuals and businesses know their rights and arc awarc of available
resources before entering into costly litigation and/or scttlements, the USPTO has launched a useful
onlinc toolkit of information, available at swww uspto.gov/patentlitigation. This now portal brings togcther
for the first time in one place a wide-ranging, powerful set of tools and information, including answers to
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commonly asked questions about patent demand letters and a catalog of third-party websites that users
can access information about, for example, whether the patent has ever been asserted in litigation.

Expanding Outreach and Focused Study

The USPTO has significantly increased its already extensive public outreach efforts to more actively
engage key stakeholders in the high-tech community, trade and bar associations, business and university
groups, and advocacy organizations, resulting in a wealth of valuable input on patent clarity,
transparency, and enhanced patent quality.

The USPTO has also expanded its Thomas Alva Edison Visiting Scholars Program and has selected three
new scholars who will engage in focused study of various aspects of our patent system, to develop and
make available to the public more robust data and research on the issues bearing on abusive litigation.
This empirical research will help the USPTO better understand our current patent system and better
inform the development of new ideas and consensus around improvements to patent policies and laws.

In addition, the USPTO has committed to sustaining the Patents for Humanity Program which aims to
increase the accessibility of the patent system for innovators who are delivering game-changing
technologics to address global humanitarian nceds. Past award reeipients have uscd their patent portfolios
to dcercasc the price of anti-HIV and anti-malaria drugs, develop more nutritious food sources, bring
solar cnergy to off-grid villages, combat toxic counterfeit drugs, and purify billions of liters of water
using mexpensive chemical packets.

Crowdsourcing Prior Ari

To determine whether an invention is novel, USPTO ¢xamincrs must find and apply information about
the statc-of-the-art in the relevant technology. However, documents reflecting this state of knowledge can
sometimes be difficult to find and incorporate into the patent-examination process. Accordingly, the
USPTO is exploring a series of measures to make it easier for the public to provide information about
relevant prior art in patent applications, including by refining its third-party submission program,
exploring other ways for the public to submit prior art to the agency, and updating its guidance and
training to empower examiners to more effectively use crowd-sourced prior art. This effort will focus on
deriving valuable contributions to the patent process and to patent quality, strengthening a process that is
vital to innovation and economic growth. The USPTO will seek public input on these efforts by calling
on the public and expert stakeholders to parmer with us to encourage the disclosure and sharing of prior
art, particularly hard-to-find non-patent references.

More Robust Technical Training and Expertise

Patent examiners must be skilled in determining whether a particular application should be granted based
on the state of the art. Building on its existing “Patent Examiner Technical Training Program,” the
USPTO is taking steps to make it casicr for technologists and engincers from industry and academia to
providc relevant, technical training and expertise to patent cxaminers regarding the state of the art. We
arc calling on voluntecers to assist in this training cffort and to help ensurc that our examiners are up-to-
speed on the latest, fast-moving technological development so they can issue the highest quality patents
possible. In addition the USPTO is making permanent each of its four regional satellite offices, which
will make it even easier for stakeholders and other volunteers to contribute in-person or virtually from
these locations nationwide.
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Patent Pro Bono and Pro Se Assistance

Duc to a lack of resources, independent inventors and small businesses somctimes struggle with how to
file and proscceute a patent application to protect their invention. The USPTO will be providing dedicated
educational and practical resources to those who lack legal representation (i.e., pro se applicants) and will
work with the America Invents Act (AIA) Pro Bono Advisory Council—and through a newly appointed
full-time Pro Bono Coordinator—to cxpand the cxisting pro bono program cstablished under the AIA to
cover all 30 Statcs. The USPTO will be calling on members of the patent bar to participate in the
program.

Improving patent quality is a top priority for the USPTO. Issuing high-quality patents not ouly improves
the overall vitality of our patent svstem but also can play a significant role in curtailing abusive patent
litigation now and over the long run.

The America Invents Aer gave the USPTO fee-sctting authority, which in turn allowed us to work closcly
with our stakcholders to develop an operating reserve. This means we arc now able to launch now
initiatives in responsc to our customers’ needs, with the confidence that we can sustain thesc cfforts cven
during fluctuations in funding.

As previously mentioned, we have redoubled our efforts to train our patent examiners, to ensure they stay
abreast of the latest developments in the law. We have expanded our Patent Examiner Technical Training
Program that brings outside experts to the PTO to train our examiners so they may stay abreast of the
latest technological changes. Keeping our examiners up to date on the technology and the law is a core
part of our mission.

In addition, the USPTO is also evaluating and refining our current patent quality measures, and we plan to
hold a series of 1oad shows through the end of the vear to gather stakeholder input on improving our

quality measures to achieve even better patent quality.

Cooperative Patent Classification (CPC)

The USPTO continucs to implement the Cooperative Patent Classification (CPC) system launched in
January 2013. CPC is a joint patent classification system between the USPTO and the European Patent
Office that enables patent examiners and patent system users worldwide to conduct more efficient prior-
art searches. Compared with the current U.S. Patent Classification System, CPC offers more targeted
searches with more focused results.

Implementation of CPC requires extensive patent examiner training (approximately 1.1 million hours
total, with about 868,000 hour already used). The patent examining transition began in November 2013
and will be completed by the end of this year. Training focuses on enabling patent examiners to
effectively search in CPC and accurately categorize applications and granted patents. The transition to
CPC is an investment in the future of IP. Through the implementation of CPC, applicants and the IP
community will derive many benefits, including: enhanced examination efficiency and quality; improved
access to more documents from patent offices around the world; improved navigation and understanding
of a single classification system; facilitatcd work sharing on patent applications filed in multiple IP
offices; improved consistency of classificd scarch results across IP Offices; and adaptive and actively
maintained classification schemes.

v
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IV. Post-Grant Review Proceedings

Since September of 2012, the number of filings of petitions for administrative patent trials, created by the
AIA, has grown from zcro to ncarly 2000. While we initially predicted that the Patent Trial and Appeal
Board (PTAB) would receive, roughly, about 400 to 300 new filiugs per vear, PTAB is on track to receive
filings of approximatcly 1600-1900 cascs per vear, over 200 percent more than predicted. Recently, the
Court of Appcals for the Federal Circuit overturned a district court’s failure to grant a stay in favor of the
PTAB, citing the great valuc in resolving the partics™ disputc and rendering its cxpert decision on validity
issues in advance of the district court opinion.

The number of Administrative Patent Judges (APJs) now exceeds 210, a 121% increase since the
enactment of the A1A. This increase has permitted the PTAB (1) to meet its deadlines under the AlA,
which requires trials to be completed in a year absent good cause; (2) to continue to handle special
(reexamination) appeals in an expedited manner, as required by statute; and (3) to reduce the ex parte
appeals backlog, which crested at 27,200 appeals in mid-2012, and now has fallen to below 25,750
appeals (a 5.3% decrease from the peak) — and continues to decline.

The USPTO now has permanent satellite offices in Detroit and Denver, and temporary offices — set to
move to permanent space in 2013 — in Dallas and Silicon Valley. While I will provide more details about
these offices later, the PTAB currently has judges at cach of these sites. In fact, the first USPTO
cmployecs (10 of them) in Detroit were APJs. Dallas and Silicon Valley do not vet have any Patent
Examiners, but each location has approximately a dozen judges. The APJs in these all of these offices
have madc significant contributions to the quality and quantity of the PTAB’s decisional output. And we
continug to leverage the ability to expand the recruitment cffort beyond the DC area to the maximum
cxtent possible in the satcllite citics.

V. Trademark Operations

Trademark application filings continue an upward trend, increasing by more than 4 percent compared to a
vear ago. New applications are expected to increase by nearly 3 percent this fiscal year to 453,000 classes.

Trademark Quality & Pendency

Our Trademark Operation has made great progress toward setting and achieving high quality standards.
Quality results are evidence that the specialized training. online tools, and enhanced communication
ctforts we arc using arc proving ctfective. The results for our newest quality standard for asscssing efforts
that go bevond procedural and statutory correctncss continuc to excecd our cxpectations. They
demonstrate exceptional results preparing a first action.

First action pendency—the time from filing to the initial cxamination—has been consistently maintaincd
within the target range to issuc a first action between 2.5 and 3.5 months from filing. Disposal
pendency—the time from when an application is filed until a trademark is registered or abandoned or a
notice of allowance is issued for applications that are not in use—averages 10.3 months, under the 12-
month target as of the end of June, and remains at historically low levels.

These results are due in part to the progress made from greater acceptance of electronic filing. Electronic
filing and communications promote more efficient and cost-effective processing. In fact, more than 99
percent of applications are now filed electronically and more than 80 percent of all applications are
processed electronically from filing to disposal.
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Proposal o Reduce TM Fees

In the sccond quarter of FY2015, our Trademark Operation plans to begin to offer reduced fees for certain
products. Proposcd fee reductions include lowering of the filing fee where applicants agrec: (a) to certain
additional filing requirements, (b) to conduct all business with the office electronically and (c) to file their
renewal applications clectronically.

Expanding Ouireach and Study

Our Trademarks Operation has also significantly expanded its public outreach in the last few years by
updating and expanding its basic educational materials — including translating materials into Spanish,
appointing a Managing Attorney specifically for outreach to entrepreneurs, small businesses, universities
and business students among others, and conducting a series of roundtables throughout the country to
gather stakeholder input.

As part of its outreach, our trademark team has also developed new explanatory videos targeted at
potential applicants without counsel. For example, one 45 minute video directed to entrepreneurs has had
more than 127,000 hits since it was launched last August.

VL. Intellectual Property Policy and Enforcement

The USPTO plays a significant leadership role in promoting effective domestic and international
protection and enforcement of IP rights. We advisc Exceutive Branch agencics on national and
intcrnational IP policy matters, advocate for the cstablishment of global IP norms, and conduct technical
assistance and capacity-building programs for forcign governments sceking to develop or improve their
IP regulatory and enforcement mechanisms.

Key domestic-focused efforts include the following:

IP Law Development

The USPTO continues to work with Congress and the courts to improve the state of U.S. IP law. We
have been actively engaged within the Administration and with Congress to enact patent reform
legislation that fairly balances the interests of innovators across all industries and technologies. We are
supportive of legislative changes that will streamline the patent process, address abusive litigation
practices and reduce litigation costs, and improve patent quality and fairness, while preserving the rights
of Iegitimate patent holders to enforce if nceded. In addition, USPTO advocates for strong and balanced
intcllectual property polices in trademark, copvright and trade sceret related matters.

Irade Secret Protection

The USPTO actively works to promote the importance of trade secret protection to our domestic
industries. I[n coordination with DOC’s International Trade Administration (ITA), USPTO includes
discussion of trade secrets in the "STOPfakes™ road shows and IP awareness campaigns that ITA
conducts. Small and medium-sized enterprise outreach programs conducted by the USPTO Global
Intellectual Property Academy also include trade secret components and the role that trade secret
protection plays as part of an intellectual property strategy. USPTO IP Attachés stress the importance of
effective trade secret protection and enforcement in their regular discussions with appropriate host-
country officials (including judges, prosecutors, and policy makers) in prioritized countries.
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Copyright Policy

In July 2013, the Department of Commercee’s Internet Policy Task Force (“IPTF™), led by the USPTO and
National Telecommunications and Information Administration (“NTIA™), issucd a Green Paper titled
Copyright Policy. Creativity and Innovation in the Digital Economy (“Green Paper”™). The Green Paper is
the most thorough and comprehensive analysis of digital copyright policy issucd by any Administration
since 1995. In issuing the Green Paper, the IPTF sought to provide an objective analysis of copyright in
the digital cnvironment to help move beyond the polarized discussions of the recent past and to sct the
stage for productive cngagement going forward.

Within this broad framework, the Green Paper identified the following three policy issues that call for
attention and the development of solutions: (1) the legal framework for the creation of remixes, (2) the
relevance and scope of the first sale doctrine in the digital age. and (3) the appropmate calibration of
statutory damages in the context of both individual file sharers and secondary liability for large-scale
infringement. USPTO and NTIA are currently conducting roundtables around the country to solicit
further public input on these policy issucs and to ensure a complete record upon which the task foree can
make recommendations. We believe this initiative is complementary to the comprchensive review of the
U.S. Copyright Act the Housc Judiciary Committec is conducting, and we arc collaborating with the U.S.
Copyright Office to cnsurc that our discussions in this policy arca arc coordinated and complementary.

Key intcrnational-focuscd efforts include the following:

Intellectual Property (IP°) Attaché Program

In partnership with the Department of Commerce’s International Trade Admunistration/U.S. Commercial
Service, the USPTO posts IP experts as Attachés around the world to improve intellectual property
systems internationally. 1P Attachés have assisted a broad basc of U.S. industry associations and
businesscs in the protection and cnforcement of their IP nights abroad. The primary goals and objectives
of the IP Attaché Program arc to promotc U.S. government IPR policy internationally; help sceurc strong
and balanced IP provisions in international agreements and host country laws; and encourage strong and
balanced IP protection and enforcement by U.S. trading partners. 1P Attachés seek improvements in
foreign policies, laws, and regulations; educate host government officials on IP matters; and build
grassroots support for U.S. policy positions by conducting public awareness programs on IP. They serve
at posts in Brazil, Russia, India, China, Mexico, Kuwait, Thailand, and the U.S. Missions in Geneva.

Global IP Academy

Sinee 2005, the USPTO Global Intellectual Property Academy (GIPA) has provided high-level
intellectual property rights training, capacity building programs and technical assistance training to
forcign judges, prosccutors, customs officials, 1P enforcement personnel, as well as officials from
copyright, trademark and patent offices from around the world. Thosc individuals come to the United
States to learn, discuss and strategize about global IP protection and enforcement. The program’s goals
include fostering a better understanding of international intellectual property obligations and norms,
exposing participants to the U.S. model of protecting and enforcing intellectual property rights, and
promoting discussion of intellectual property issues in a friendly and supportive environment.

GIPA provides both multilateral programs and country-specific programs as needed. GIPA also delivers
training to other stakeholders, including small business owners, U.S. Government officials, and the
general public.
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VIL IT Modernization

With cscalating demand for patents and trademarks, the USPTOs IT professionals are continuously
looking for ways to operatc more nimbly and deliver services rapidly. This year, they are working to
modernize the systems that support patent and trademark examination and fee processing by using “agile™
development. Many successful technology companics use “agile,” an IT development method which
cmphasizcs uscr involvement and ongoing fecdback throughout the development process. By providing
our cxaminers with ¢cnhanced examination tools, we arc helping to improve the speed and quality of their
work.

One new system, Patents End to End (PE2E), is already in beta use by some examiners and is targeted for
a wide introduction to the examiner corps late this year, PE2E creates a more streamlined way for
examiners to process patent applications, enhancing the way they view documents, search, take notes, and
complete tasks. Another landmark project is Trademarks Next Generation, a faster, more feature-rich
trademarks system for both examiners and the public to use.

Swstems such as PE2E and Trademarks Next Generation follow industry best practices which include
efforts to:
e Build shared TT services and tools to support global customers and maximize cost effectiveness;
e Use web-based systems with open technology standards that scale;
e Write code and deploy it everywhere for more stable, portable, and cost effective tools; and
e Provide easily searchable TP information by converting all information into searchable technology
formats which will enable us to make more data available to the public.

Two weeks ago, our IT operations hit a significant milestone toward continuous, automated deployment
of new softwarc across USPTO IT systems. This advancement reflects a significant cultural and
technology shift and moves the USPTO closcr to what’s known in industry as “DevOps.” It will provide
the agency with the continuous integration and release of tested software right into production (aka the
hands of our customers) at a pacc only seen in the private scctor.

VIIL USPTO Satellite Offices

The Leahy-Smith America Invents Act of 2011 (AIA) requires the USPTO to establish regional satellite
locations as part of a larger effort to modernize the U.S. patent system. These offices are important to
inventors, entrepreneurs, and small and large businesses in the surrounding regions—and to
accomplishing our core mission of fostering American innovation and competitiveness.

On June 30, 2014, we opened our permanent satellite office in Denver, Colorado. Located in the Byron G.
Rogers Federal Building in the city’s central business district, the new office will serve as a hub of
innovation, education and outreach to the region to enable companies and cutting-edge entrepreneurs in
the region to more efficiently navigate the world’s strongest intellectual property system.

The Elijah J. McCoy Satellitc Office in Detroit opened for business m July 2012 and continucs to play a
vital role for the agency and the local innovation community. We have hired and traincd 100 patent
cxaminers who arc processing patent applications in onc of our nation’s historic innovation hubs. Our
cight administrativc patent judges arc managing appcal cascs and Amcrica Invents Act trials, and this
summer, will move into a new space that includes a hearing room.

In April, the San Jose City Council unanimously approved the terms and conditions for our permanent
facility in the San Jose City Hall to serve the Silicon Valley and the surrounding region. It will include a
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large outreach center on the first floor that is on track to open in the spring of 2015 and office space that
will open a few months later. A wide range of outreach activities is already underway in the Silicon
Valley. Nearly 20 PTAB judges. appointed in Silicon Valley, arc alrcady participating in trials.

Finally, our Dallas satellite office is scheduled to open in the fall of 2015 in the Terminal Annex Federal
Building in downtown Dallas. We currently have 11 Administrative Patent Judges who arc operating out
of the Santa Fe Federal Building. We continue to engage with local partners such as the Dallas
Entreprencur Center to support the mnovation community, start-ups, and cntreprencurs.

We continue to appoint Patent Trial and Appeal Board judges for all of our satellite office locations. Our
goal is to have at least 20 in each office who will work to reduce the inventory of trial and appeal cases.
In addition, we expect to recruit patent examiners for Silicon Valley and Dallas offices closer to the dates
when their respective permanent spaces near completion. We believe that these satellite offices are critical
to our efforts to support innovation and creativity, help protect and foster American innovation in the
global marketplace, help businesses cut through red tape, and create new economic opportunities locally.

IX. Telework

Telework at the USPTO supports mission achievement and goal fulfillment via a distributed workforce
and our relevant numbers arc impressive. At the end of the seccond quarter of 2014, 9,300 employces,
agenecy-wide, were working from home at least 1 day per week; of these, nearly 4,800 cmployces work
from home between four and five days per week and are distributed across 43 states.

Our tclework programs have a significant impact on our real cstate footprint, air quality, and tratfic
conggstion in the Washington mctropolitan arca. Our full-time telework programs cnable an annual rent
cost avoidance of $34 million and reduce emissions in the region by 27,095 tons.

The USPTO is considered a model for telework in the Federal Government. The flexible work
arrangement and work schedules associated with our telework programs have resulted in improvements in
the overall efficiency of the agency. Intangible benefits such as increased employee satisfaction and
enhanced morale, have had a positive impact on tetention. In fact, our telework programs contributed
significantly to the USPTO’s #1 rank in the 2013 Best Places to Work in the Federal Government®: report
of the Partnership for Public Service.

X. Conclusion
Mr. Chairman, we appreciate your continucd support of the goals, prioritics, operations and employees of

the USPTO. Wc look forward to working with vou to promotc the strong and balanced protection of
intellectual property rights both home and abroad for our country’s innovators.

##H
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Mr. COBLE. We try to confine ourselves to the 5-minute rule as
well, so I will start with a quick question to you, Ms. Lee.

The USPTO IP attaché program has been an important part of
the United States international IP advocacy. The two countries of
highest priority have been China and India. If you would, Ms. Lee,
speak more to the key issue that the PTO’s attachés are working
on in those countries, particularly on the issue of trade secret theft
in China and in India, the changes that we are seeing or hope to
see in regards to patents protection. And market access under the
newly elected pro-reform prime minister.

Ms. LEE. Thank you, Mr. Chairman, for your question about the
IP attaché program. That program is designed to have IP experts
on the ground. We currently have IP experts on the ground in just
under a dozen countries, including three in China and one in the
U.S. Embassy in India.

And what our IP attachés do is they serve multiple purposes.
One is they advise American companies who are entering that
country on the IP landscape on a range of issues, including patents,
trade secrets and copyrights, and how to protect their intellectual
property. In addition, our IP attachés work closely with the host
government. They work with judicial officials to make sure that the
country has rules that are in compliance with and we can influence
and share similarities and values on IP. So we work with judicial
officials, we work with law enforcement officials there, we work
with policy makers there. Really we’re trying to create an environ-
ment that is favorable for American businesses to export their
products and services overseas.

Specifically, in terms of what we are doing in China, I mentioned
we have three IP attachés on the ground there. We also have a
team of dedicated China experts at the USPTO. I co-chair the U.S.-
China Joint Commission of Commerce and Trade, and we will be
meeting—on the IP working group—earlier this fall to discuss im-
portant topics, including trade secrets and other intellectual prop-
erty matters. And we provide training to American companies in
the United States through what we call our China IP road show.
We go to multiple cities throughout the country advising companies
on the IP landscape in China.

And on the front—on the Indian front—we are working together,
of course, through our IP attaché program and also through our
Global IP Academy to train policymakers, judicial officials and law
enforcement officials. The same is true for representatives from
other countries as well besides India and China.

Mr. CoBLE. I thank you for that. Director Lee, I want to com-
mend you for your stewardship at the PTO and thank you as well
for working closely with us on the Innovation Act. I appreciate
that. There are a good number of people who are intellectual prop-
erty advocates who believe you would be a rock solid Director of the
agency. Now, my record for endorsements is dismal, so I won’t dare
call this an endorsement, because it might end up being a liability,
but you’ve been very—we appreciate very much the exchange we
have enjoyed with you during your tenure there.

If you would, with that in mind, what are some of the key chal-
lenges that you’ve faced as Acting Director?



22

Ms. LEE. So I have to say I'm blessed to be the current leader
of an agency that, for the most part, Mr. Chairman, is exceedingly
well run. I've got an extremely talented and capable senior execu-
tive team and advisors by my side, and none of the good work that
I'll describe to you over the course of the day could be accomplished
without the help of that team, but as we look ahead, certainly one
of the challenges we face is that our Patent Trial and Appeal Board
proceedings have been extremely popular.

Members of Congress, with their foresight, created these AIA
trials. There are three new post-grant proceedings, including post-
grant review, inter partes review, and covered business method re-
view. And I have to say, the public’s interest in and appetite for
these proceedings is significant.

As I mentioned in my opening comments, there have been about
1,600 petitions filed per year, and that’s 200 percent more than we
originally projected. So a goal—or a challenge of the agency, a chal-
lenge that I think we are absolutely up for, is to ensure that we
continue to issue high quality rulings from our Patent Trial and
Appeal Board within our very strict 1-year statutory requirement.
We have hit all of our deadlines so far, and I'm optimistic that we
are—we can meet the challenge going forward, but it’s something
we will need to keep our eye on.

Mr. CoBLE. I thank you.

I see my red light has illuminated. Let me try to get one more
question in.

How is the Patent Trial and Appeal Board handling the backlog
pending appeals?

Ms. LEE. So we have a backlog of our ex parte appeals, and the
backlog with the AIA trials is just beginning to build. So I guess
the key is that with the AIA trials, we’ve been hitting our 1-year
statutory deadline. So we need a little bit of backlog, because we
want to make sure that our Patent Trial and Appeal Board judges
are fully engaged and they’re not sitting around waiting for cases
to be filed, but the backlog of the AIA trials is something that we
need to keep an eye on, but 'm—I mean, the good news is that we
seem to be hitting our deadline.

Mr. CoBLE. I thank you for that. I see my time has expired.

The gentleman from New York, Mr. Nadler.

Mr. NADLER. Thank you, Mr. Chairman.

Ms. Lee, do you think that the USPTO currently has the re-
sources and flexibility to continue to reduce the patent application
backlog, to shorten patent pendency, improve patent quality, and
enhance the administrative appeal and post-grant processes? Do
you have enough resources?

Ms. LEE. So thank you for the question, Congressman Nadler.
That’s a very important question. And I have to say, with the im-
plementation of the AIA, right, and the ability to keep our user
fees, that has been a tremendous improvement over past years. We
now have, working with our stakeholders, an operating reserve,
which also very favorably impacts our ability to deliver in terms of
reducing backlog and pendency, and improving quality. I mean,
prior to the implementation of the AIA, we were on a year-to-year
budget, and if there were fluctuations in fees, important projects
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like patents quality or even, for example, IT investment, IT invest-
ment was oftentimes the first thing to go.

So now that we’re able to set our fees, which we engaged in a
very comprehensive outreach to our stakeholders to set it at an ap-
propriate level, now that we have an operating reserve, which pro-
vides a little cushion for fluctuations in terms of filings or what
have you, I think we are very much able to focus on further reduc-
tions on the backlog and pendency, and I'm very excited to be giv-
ing an enhanced emphasis on patent quality. Were really at a
point in our history where, like no time in the recent past, we're
truly able to focus on——

Mr. NADLER. So your testimony is that not only is it a great im-
provement, but it’s adequate at this point?

Ms. LEE. Yeah. I think we set our fees based upon what we think
it costs us to provide

Mr. NADLER. Okay.

Ms. LEE [continuing]. The service. So as long as we can keep
it—

Mr. NADLER. Yes. Thank you.

Ms. LEE. Yes.

Mr. NADLER. Now—thank you. How have you improved on your
efforts to train the patent examiners to ensure they stay abreast
of the latest developments in the law?

Ms. LEE. So we have initiatives underway to—we give them—
when the Supreme Court comes out with rulings, we take a look
at those rulings, and if they affect examination processes, then
what we will do is we will issue guidance to our examiners on how
to examine in light of the new case law.

In addition, we are constantly training our examiners on the new
developments in the case law, not just through the guidance, but
through training in person on video. Much of that training material
is available on our Web site for the public to see. And we also have
technical experts from outside the walls of the PTO come into the
PTO. They are the experts in perhaps the latest in computer vision
technology or artificial intelligence or semiconductor manufac-
turing, and they have the ability to come into our office through
our patent examiner technical program to train our examiners, and
that’s been tremendously helpful in terms of keeping our examiners
up-to-date.

Mr. NADLER. Good. That was my next question, which you al-
ready answered.

Do you believe that the fiscal year 2015 appropriation bill that
the House has passed and the Senate Appropriations Committee
has approved will provide the office with the adequate authority to
spend anticipated fee collections as estimated by the Congressional
Budget Office?

Ms. LEE. So, for the fiscal year 2015, the House approved—the
House passed and the Senate approved the USPTO keeping and
spending all that we predict that we will collect in 2015. And any
amount in excess of that—any amount in excess of our projected
fee collections will go into a fee reserve fund. So to answer——

Mr. NADLER. For the office? For the office?

Ms. LEE. Into a fee reserve fund. And then the way we can ac-
cess that fee reserve fund is by submitting a reprogramming re-
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quest to our appropriators to access that fund. So it’s our hope
that—and we anticipate a slight overage there, and some amounts
of money arriving into that fee reserve fund, we hope to be able to
access those funds as well.

Mr. NADLER. That sounds good. Thank you. As the number of fil-
ings continues to grow, does the PTO plan to provide a full text
searchable database of Patent Trial and Appeal Board filings? We
have heard these filings are in the patent review processing system
site, and there’s often very limited searchability. Do you have any
plans to manage these PTAB filings differently in the future?

Ms. LEE. Thank you for your question on that one. And the an-
swer is yes. We had a lot to implement when the AIA came out,
including a lot of IT systems to go along with, so it was no minor
feat to get all the processes, the rules implemented and the IT sys-
tems up and running. So, as a first matter, we stuck to the basic
functionality, but it is clearly our goal to add additional
functionality and make it more user friendly to use, and that in-
cludes things like being able to search the text of our documents.
So the answer is yes. And we are looking to phase out our current
system by fiscal year 2015 with hopefully a next generation system
that will be much improved.

Mr. NADLER. Thank you. My last question is really twofold. Is
there any way to predict the number filings for a given case, and
do you have any metrics on which patent review processing system
documents users want to access most often?

Ms. LEE. So let me answer your second question as far as access
to documents. We don’t actually currently track which of the docu-
ments are accessed more frequently than others or the number of
accesses, but it is entirely possible that in our next generation IT
systems, that is something we can add, that’s a feature we can add.

And your first question about the number of documents in any
given case

Mr. NADLER. Number of filings, yeah.

Ms. LEE. Yeah. In any given Patent Trial and Appeal Board fil-
ing, a litigation before the Patent Trial and Appeal Board is much
like the litigation in district court, and I think the number of docu-
ments filed depends upon the number of motions that the parties
may have. So there’s always a variable, and at this point, it’s hard
to predict the number, given the newness of the proceedings, but
I imagine over time, perhaps we can gather more data on averages
and such, but it depends a lot on the number of motions filed by
the litigants and the number of opinions that then need to be writ-
ten afterwards.

Mr. NADLER. Thank you very much.

I've exceeded my time. And I want to thank the Chairman for his
indulgence.

Mr. CoBLE. Thank you. I appreciate the gentleman.

Thank you, Ms. Lee.

The gentleman from North Carolina.

Mr. HOLDING. Thank you, Mr. Chairman.

I'm delighted to now of your expertise in international intellec-
tual property matters and your focus on ensuring that our compa-
nies, you know, have access to foreign markets and our intellectual
property is protected.
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I'm concerned about countries that have embarked on some
trademark destruction when it comes to tobacco products and plain
packaging of tobacco. Australia was the first country to prohibit the
use of trademarks on tobacco products in 2011, and other countries,
like Ireland and the United Kingdom, seem to be taking a similar
path toward destruction of intellectual property rights vis-a-vis
trademarks on tobacco products.

So I'd like for you to describe what USPTO’s position is on these
proposals and these laws that encumber the use of trademarks,
and specifically, what will USPTO do to defend the intellectual
property system vis-a-vis these trademarks of our companies?

Ms. LEE. Thank you, Congressman. So are you talking about the
bad faith filing of trademarks in certain countries? So, for example,
if the U.S. has a trademark that they filed for or registered for in
the United States, that other bad faith actors overseas then go out
and file for trademarks?

Mr. HoLDING. No. I'm talking about when a country enacts a
law, vis-a-vis tobacco products, and says that the company cannot
use their trademarks on a tobacco product. So you have the plain—
you have a pack of cigarettes, and it is a plain package with no
trademarks allowed to be used on there.

Ms. LEE. You know, this is the first time I'm hearing about this.

Mr. HOLDING. I'm very surprised it’s the first time you’re hearing
about it, because it’s

Ms. LEE. So I appreciate the question.

Mr. HOLDING. It’s a

Ms. LEE. Sounds like it’s an important issue. And if you don’t
mind, let me discuss with my team, and we will get back to you
with an answer on the record, but that sounds like a very impor-
tant issue, and I could see it might be of concern to some of our
stakeholders.

Mr. HOLDING. Sure. Well, I would appreciate that. I'm concerned
that it’s a matter of first impression, because it has been—you
know, obviously it’s an important matter involving, you know, a
great deal of resources.

Switching gears a little bit, as you know, in the inter partes pro-
ceedings provisions that were included in the AIA, a new—you
know, as a new, expeditious way to challenge validity of patents,
the basis for invalidating these patents is strictly limited to Section
102 and Section 103 challenges, and the tradeoff for the limitation
is that a third party can include all challenge claims of a patent
within a petition seeking an inter partes review and as long as the
position—the petition, excuse me, doesn’t exceed the PTO’s speci-
fied page limitation.

And assuming that the threshold level has been met by the peti-
tioner, I'd like for you to tell me why is it that the Patent Trial
and Appeal Board is not instituting review on all of the alleged
claims in a petition but on only some of them?

Ms. LEE. So thank you for your question. And when we review
the petitions, it’s my understanding that we do look on a claim-by-
claim basis, and we do indicate whether or not the petition is
granted on a claim-by-claim basis.
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Mr. HoLDING. Okay. What do you think the PTAB’s authority to
institute proceedings on less than all of the claims in the petition
is? Do you have—where is the authority for that in the AIA?

Ms. LEE. My guess is that when the statute came out, it was not
clear as to whether or not the proceedings would be instituted on
all claims or partial claims, but that the USPTO then had to inter-
pret the rules, and we’ve done so.

I will say, though, that now that we’ve had some amount of expe-
rience with these Patent Trial and Appeal Board proceedings, quite
frankly, we are engaging in an eight-city—and we already engaged
in an eight-city road tour where we got the public’s input on ways
we can improve the procedures and the programs by the PTAB so
that it can be even more effective. And if this an issue of concern—
and I think we heard some comments on this issue in our road
show—this is absolutely an issue that we can consider and discuss
and re-evaluate.

Mr. HoOLDING. Following up on the road show, you know, I've
heard from stakeholders that the PTO’s interpretation of these pro-
ceedings, you know, is adding to the cost, complexity, burden to the
patent system without any gains in efficiency, economy or clarity.
Did you get some responses like that during the road show?

Ms. LEE. Thanks for sharing that. Actually, we heard quite the
opposite.

Mr. HoLDING. Okay. Well, good. Good.

Ms. LEE. We heard that these proceedings are providing a cost-
efficient and more timely manner in which to adjudicate the valid-
ity of the patents with the expertise of a technically trained panel
of three judges. And based upon the increase in our petitions fil-
ings, they seem to be very popular.

Of course, that said, I'm sure there’s plenty of room for improve-
ment, and we are, as I said, eager to engage the public in that con-
versation to make those proceedings even more effective and even
more useful to the——

Mr. HOLDING. Good. Well, I'll share the input from some of my
stakeholders and you can share some of the other input, and we’ll
compare notes.

Ms. LEE. Appreciate it.

Mr. HOLDING. Thank you.

Ms. LEE. Thank you.

Mr. HOLDING. Thank you, Mr. Chairman.

Mr. CoBLE. I thank the gentleman.

The distinguished gentleman from Michigan, Mr. Conyers.

Mr. CONYERS. Thank you very much.

Deputy Under Secretary Lee, we have a sequester. I think there
has been some kind of an agreement worked out with appropriators
about how much of your fees that you collect are kept back. And
it seems to me that with all the creative strategies that you've dis-
cussed, we have a problem of our own. And I'm not sure if maybe
new appropriators may work out something with you that would be
better than the present situation, but most of your progress, or
much of it, is going to be obstructed by the appropriation processes
in the legislative body.
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Do you have any words of wisdom or a view about how we might
deal with this matter, which seems to be to me at the heart of our
relationship right now that’s creating the problem?

Ms. LEE. So, Congressman, are you talking about the $148 mil-
lion that we lost in sequestration and the impact that it had on the
agency, because, you know, as a result of the sequester, we had to
cut a number of our critical IT projects, right? We were well under-
way, we were implementing those, and we had to make some very
expensive and costly cuts to the investment in our IT program. In
addition, we had to stop the hiring that was occurring and we had
to stop the expansion of our satellite offices in certain cities. Fortu-
nately, Detroit was already up and running, so Detroit was not af-
fected, but we couldn’t hire more patent examiners.

So when we talk about our goals of reducing backlog and pend-
ency times, right, due to the sequester, we had to slow down our
reductions on those fronts, and our timelines of achieving, for ex-
ample, 10 months until a first office action, or a total pendency of
20 months, got bumped out further because of the sequester.

Mr. CONYERS. Absolutely. And we’re proud of our Detroit office,
and we're pleased that it was selected. I'd like to go out there and
visit, but I've been informed that we don’t have a director of that
office yet. And so I know you're probably looking for it, so you can’t
promise me that we’re going to get one right away.

How can you be working with so many people in one location and
there’s no director in about the second year almost of its existence?

Ms. LEE. Right. So I'm happy to share with you the progress
we’ve made in terms of the hiring of the director in the Detroit of-
fice. I'll share with you what information I can, and that is we put
up a job posting. And I have to say, there was incredible interest,
and we've seen a number of very talented candidates who have
submitted applications. So we’ve reviewed those applications and
we've ranked them, and we are in the process of selecting a hand-
ful of candidates to come back to our office in the next couple of
virleeks for interviews, and we are very excited about the prospects
there.

That said, in the meantime, we’ve also been engaging in—you
know, you’ve got the examiners on the ground there doing the work
of the agency, and we have Patent Trial and Appeal Board judges
there working on appeal cases, and we engage in a variety of out-
reach and education efforts, but with our director, we hope to do
even more.

Mr. CoNYERS. Well, that is encouraging. I'm glad to hear that.

Now, has it occurred to you that there may be a need for even
further transparency in the patent system?

Ms. LEE. What sort of transparency are you referring to?

Mr. CONYERS. Well, that it’s clearly understood by those that are
seeking patents that the way to get there is more easily accessible
and determinable by them through a little bit more transparency.
Don’t you think it’s a pretty complicated process, without it being
anybody’s fault? It’s just the nature of the beast here.

Ms. LEE. Right. So I—the USPTO has a number of efforts under-
way, and the satellite offices help us tremendously in terms of in-
creasing the transparency of the patent system to our stakeholders.
So everything from, you know, how do you file a patent, how do you
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register your trademark, what issues might I consider in terms of
trade secrets to protect my business, right, just the general train-
ing and education and background on intellectual property and in-
tellectual property awareness, we’re using our satellite offices to,
and our Alexandria office, to provide greater transparency there.

Also, with our satellite offices and through Alexandria, we’re also
looking to provide more transparency on our goals and our metrics
and our programs and procedures. And we're always seeking public
input on them, such as the Patent Quality Initiative.

Also, we are going to be engaging in outreach to our stakeholders
on what they view as patent quality and what the agency can bet-
ter do or do more of to increase the quality of patents.

So, as far as transparency goes, we have metrics on our Web site.
But I agree with you, Congressman. I mean, the more transparency
on the work of the PTO, how you navigate the system and what
we provide, I think the better for the innovation economy in our
companies and our innovators.

Mr. CONYERS. Ms. Lee, I thank you.

And I thank the Chairman.

Mr. CoBLE. You're indeed welcome.

Mr. Farenthold, the gentleman from Texas.

Mr. FARENTHOLD. Thank you very much, Mr. Chairman.

Ms. Lee, I appreciate you coming to talk to us today.

First and foremost, I want to put in a plug for the patent reform
bill that Mr. Jeffries and I authored, along with the remainder of
the House-passed Innovation Act. It sure would be nice if the Sen-
ate would pick that up.

I want to go on to some recent problems that came out of an In-
spector General’s report from the Department of Commerce re-
cently talking about the Patent Trial and Appeal Board, or PTAB,
and the Office of the Commissioner of Trademarks. Their findings
demand immediate attention and hands-on corrective action, with
PTAB fraud, waste and mismanagement resulting in, and I'm
quoting from the IG report, “more than $5 million in wages and bo-
nuses,” being paid to employees from 2009 to 2013 who were not
actually doing any productive work. According to the IG, some of
the 20—I'm sorry—30 to 50 paralegals involved spent more than
half their time that way over multiple consecutive years. Despite
PTAB managers being fully aware of this, it appears that little cor-
rective action was taken until they noticed the Inspector General’s
investigation last year.

Worse still, the report details how PTAB paralegals, supervisory
paralegals, specialists and senior management involved received
more than three quarters of a million dollars in bonuses, and ap-
pallingly, 95 percent of the paralegals received the absolute highest
performance rating.

Now, we did have three whistleblowers out of this group of para-
legals who reported this, so I think that’s outstanding that we have
a Federal workforce saying, “Hey, we're doing nothing, why are we
getting paid for it?” But it did go on for a long time.

And in the case of the trademark offices, we’ve seen violations of
Federal law, regulations and ethical standards that go directly to
the top of the organization, to the commissioner of trademarks her-
self. According to the review, Commissioner Cohen was personally,
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repeatedly and substantially involved in hiring of an obviously un-
qualified and repeatedly rejected applicant, who just happened to
be the live-in boyfriends of her daughter.

In addition to the allegations involving Commissioner Cohen, the
OIG reported that the hiring practices at the USPTO regularly in-
volve the use of “preferences,” that are, if not illegal, are at the
very least, they show some unreasonable favoritism.

Regarding the PTAB IG report, I have several questions. And,
Ms. Lee, have you met with the IG to discuss these reports?

Ms. LEE. Yes, I have.

Mr. FARENTHOLD. And what’s your view of the recommendations
of the OIG?

Ms. LEE. Yeah. Well, thank you, Congressman, for the oppor-
tunity to address these two very, very important issues.

Let me just say that the USPTO takes the allegation and the
work of the OIG very seriously and view it with utmost impor-
tance. And we are carefully reviewing the Patent Trial and Appeal
Board matter, the report, which just came out yesterday, and we
are reviewing it in terms of evaluating appropriate next steps. We
will provide a full response within 60 days, as required, and will
include in there details of our intended next steps with regards to
each of the allegation—or the allegations and with regards to each
of the recommendations made in the report.

Let me just say, though, that much of what the OIG rec-
ommended in terms of management and organizational improve-
ments is already underway or already completed at the USPTO, in-
cluding the elimination of the paralegal timekeeping issue, which
is at heart in the report. This is because as soon as the IG identi-
fied this issue in February of 2013, the USPTO conducted its own
investigation and confirmed the problem. We further commissioned
a second independent investigation by Grant Thornton, a third-
party expert group, which recommended structural improvements
to the PTAB program.

And as I said, therefore, many of the recommendations in the IG
report are already completed or are in the process of being com-
pleted.

Mr. FARENTHOLD. All right. Well, the IG expressed some con-
cerns that one of the reasons this was allowed to continue was fear
of angering some of the unions. His recommendations specifically
call for a review of the labor agreement to ensure that the PTAB
can implement policies or even modify terms that is needed to pre-
vent waste and abuse of government resources.

If you generally are following up on the report, can this Com-
mittee assume that you will do everything you can to review these
leﬂciog agreements and make sure that managers are held account-
able?

Ms. LEE. Absolutely. Absolutely.

Mr. FARENTHOLD. All right. Well, listen, I appreciate this. Let’s
talk about the commissioner. I'm out of time. We'll talk about the
commissioner of trademarks in my second round of questioning.
Thank you.

Ms. LEE. Okay.

Mr. CoBLE. I'll give you 1 more minute, the gentleman from
Texas.
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Mr. FARENTHOLD. Thank you very much.

When did you first become aware of the issue with the commis-
sioner?

Ms. LEE. I think our office first became aware of it about 3 weeks
ago when the OIG met with us.

Mr. FARENTHOLD. Do you agree that the Commissioner of Trade-
marks is an at-will employee?

Ms. LEE. I believe she is.

Mr. FARENTHOLD. Okay. Well, I understand you have until Sep-
tember 7th to comply with the requirement that you respond in 60
days. Do you think you’ll be able to take any action with respect
to Ms. Cohen before then?

Ms. LEE. So we've already taken actions. I mean, basically, as
soon as we received the IG’s report on this issue, we immediately
conducted a review of the hiring for the position that was at issue
in this case. We also created a task force, which is composed of
high-level officials in the PTO as well as an independent outside
third-party expert in this area to look at the USPTO’s hiring prac-
tices.

I mean, the USPTO values impartial, fair, and transparent hir-
ing processes, and we intend to reply fully to all of the allegations
within 60 days, but were just evaluating the facts now. We re-
ceived the report 3 weeks ago, and we will follow up and take the
appropriate——

Mr. FARENTHOLD. My final request is you keep us apprised of
both of these matters as they develop.

Ms. LEE. Absolutely.

Mr. CoBLE. The gentleman’s time has expired.

Ms. Chu, let’s try to get—we have a vote on, but the gentlelady
from California, Ms. Chu.

Ms. CHU. Thank you so much. First, congratulations, Director
Lee, on your appointment as Deputy Director and Acting Director.
I'm so glad to see such a well qualified person in this position.

Ms. LEE. Thank you.

Ms. CHU. Director Lee, in June, the Supreme Court issued its de-
cision on Alice Corporation v. CLS Bank International. The court
ruled that the patent claims in question in the case, which involved
the claims to a computerized scheme for mitigating settlement risk,
were ineligible to be patented. How does this decision impact the
Patent Office and how are you responding to the case?

Ms. LEE. Well, thank you for the question, Congresswoman Chu.
It does affect the examination of cases before us, and as soon as
the ruling came down, we are in a position at the PTO where we
have to offer guidance to our examiners on how to examine cases,
right, if the case law has implications on the examination process.
So, within days of the ruling coming down, our Deputy Commis-
sioner for Patent Examination Policy issued initial guidance on ex-
amination of these types of claims, and we have published that. It’s
posted on our Web site, and we are seeking public input on our pre-
liminary guidance. We welcome that input from everybody, and we
look forward to receiving that input. We also receive input from our
examination corps, and if there are further changes to the case law,
we are always willing to and looking to improve our guidance and
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eventually making it final until there are further changes in the
case law development.

So, then, after that, we will then train our examiners to ensure
that theyre examining in compliance with the guidance, and for
those cases that are still pending that have not yet been issued a
final patent number, we think it’s incumbent upon us to take a
look at those cases in light of the new developments in the case law
to make sure that they are still in a position for allowance or if
there needs to be further change.

Ms. CHU. Thank you. Let me ask about another issue that I'm
very concerned about, and that is patent assertion entities. Many
times, they can be individual consumers or small- to mid-sized
businesses, customers of public safety units in local governments,
and of course, they receive demand letters alleging patent infringe-
ment. For Main Street businesses, it’s certainly difficult to figure
out how to react to a demand letter, especially if they can’t afford
a lawyer. I understand the PTO uploaded an online tool kit on its
Web site to help these individuals and businesses. How has the tool
kit helped level the playing field, and have you received feedback
from those who have used it?

Ms. LEE. Thank you very much for the question. We're very
pleased with our patent litigation online tool kit. Basically, you can
go to the USPTO Web site, and if you look under patent litigation,
there are a set of tools that are very useful to particularly unso-
phisticated small businesses who are on the receiving end of these
demand letters. You know, what is a patent? Just because I get a
demand letter, does that mean I need to write a check? Or what
are my options if I decide that I do want to fight this? And on that
Web site, they can pull up information about the litigation history
of the patent. They can pull up information about who else that
patent has been asserted against so that if they want to collaborate
with other defendants in the defense of infringement with others,
they can do so, and this is the kind of information that previously
patent lawyers and litigating attorneys had access to, but if you
were a small business and you're just trying to make a quick as-
sessment of what are your options, it’s really handy to have these
tools, and we’ve provided that, working with a number of partners,
for free to the stakeholder community, so we're very excited about
that.

Ms. CHU. Well, I think it’s a great program. And finally, let me
ask about the pro bono program of the America Invents Act. I am
very interested in this because I was the sponsor of the amendment
in Committee and also a member of the PTO’s Pro Bono Task
Force. Many inventors, individual inventors may not have the re-
sources to get legal assistance, and so this pro bono program is so
important to them, and I was glad to see that a new charter was
signed last fall and an advisory council was formed. When the
charter was signed, it was anticipated that all 50 States would
have a pro bono program by the end of 2015. How many States are
currently covered, and is it expected that the pro bono program will
cover all 50 States by 2015?

Ms. LEE. Yes, thank you for the question, and I need to get you
the precise statistics about the number of States that have pro
bono programs in them. I think it’s a handful of States, but it in-
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cludes Minnesota, California, and a number of others, but let me
get you the answer, and we’ll submit it on the record. Let me just
say, though, that pursuant to an administrative action and a pri-
ority, it is our goal to offer the pro bono program in all 50 States,
and we’re going to hire a pro bono coordinator, and we’re going to
look forward to working with the members of the patent bar so
that we can provide pro bono services to innovators regardless of
their financial resources or those who are underresourced, I should
say.

Ms. CHU. Thank you.

I yield back.

Mr. CoBLE. I thank the lady.

The gentleman from Georgia, Mr. Collins, can we do it tersely?

Mr. CoLLINS. We can do it tersely, efficiently, and get it over
with.

Mr. CHABOT. Would the gentleman yield for a moment?

Mr. CoLLINS. For a moment.

Mr. CHABOT. Thank you. I appreciate that. I would ask, Mr.
Chairman, for the record, if I could submit some questions in writ-
ing relative to intellectual property rights in India?

Mr. CoBLE. Without objection.

Thank you very much.

Mr. CoLLINS. Real quickly as we get ready for a vote series, I'm
interested in the transitional program for covered business meth-
ods patents, and it’'s a special review created by PTO that came
through the AIA. The purpose of the program is to re-review al-
ready issued patents in the field of computer implemented inven-
tions or software. The reason this program concerns me is it dis-
criminates against one type of technology, computer-implemented
inventions, over all others. I don’t think that we should really be
treating one person’s property rights differently because they made
their innovation using software rather than hardware. CBM pro-
ponents have touted the program as a tool for fighting patent
trolls, however the latest statistics that we’ve been able to see show
that the program has been overwhelmingly used against operating
companies. Has the PTO performed any research on how the pro-
gram is affecting operating companies?

Ms. LEE. Operating versus nonoperating?

Mr. CoLLINS. Yes.

Ms. LEE. That’s something that we can look into but we have not
looked into.

Mr. COLLINS. So you have not—we have not researched this?

Ms. LEE. The petitioners come before us, they have their cases,
we adjudicate their cases, and oftentimes it’s unclear whether they
are operating or nonoperating. You have to do some investigations
on that issue.

Mr. CoLLINS. But it is important to the program, and I think
thatdis something that needs possibly to be looked at as we go for-
ward.

Ms. LEE. We can look into that.

Mr. CoLLINS. It is also my understanding that the PTO is pulling
back patent applications that have already been allowed as a result
of the Supreme Court’s recent decision in Alice v. CLS Bank which
related to the question of whether software inventions are patent-
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able. While the Supreme Court has invalidated the patents at issue
in the case, the decision reaffirmed what I've always believed, that
software is just like any other technology, it deserves patent protec-
tion when it is the true invention. How widespread is the impact
of the Supreme Court decision, and how many patent applications
at the PTO will be impacted?

Ms. LEE. So thank you for the question, and we’re not pulling
back patents that have already issued. What we have in our pipe-
line is a number of cases that may or are affected by the changes
in law by the Alice-CLS Bank case, and in that instance, before a
patent number has been provided, it’s incumbent upon us before
the patent leaves the office to apply the current law. So for cases
that have not left our office, we are taking a look at them, we've
reached out to our applicants and said we are taking a look at that
in light

Mr. CoLLINS. About how many are those?

Ms. LEE. I would have to get numbers, the precise numbers.

Mr. CoLLINS. Can you get those in writing back to us?

Ms. LEE. Absolutely.

Mr. CoLLINS. Thank you. As you know, abusive patent litigation
is also a concern here, and will the PTO’s actions as a result of
Alice help ease abusive patent litigations? If so, how, and can you
provide us with data on that or what you project it will be?

Ms. LEE. So CLS Bank goes to the issue of patent eligibility and
what is patentable subject matter.

Mr. COLLINS. Right.

Ms. LEE. And abusive patent litigation occurs and exists for a va-
riety of reasons, including some litigation related or—but some of
them also patent related. I would say that our initiatives to en-
hance the scrutiny of functional claiming and to our efforts to train
examiners to put statements on the record so that if they’ve consid-
ered an issue, right, and there’s a reason for a certain action, that
they make the statement on the record. I think those steps more
closely target the issue of reducing and curtailing abusive patent
litigation. Basically, the clearer the patent, the clearer the bound-
aries, the clearer the statements in the record, the less the oppor-
tunity for abuse.

Mr. CoLLINS. Okay. And I appreciate that, and I think the con-
cern, you know, especially in my previous question of pulling back
patents, and you said is really the—it might harm that could be
if it was for legitimate and innovative patent applications, you
know, look at it from the disadvantage if it’s on a global scale, and
you assured me that’s not happening or won’t happen.

Ms. LEE. We wouldn’t want to issue patents that are not in com-
pliance with the current case law.

Mr. CoLLINS. Okay. That is good. I think myself and other col-
leagues are going to be visiting China. I appreciate the work that
has been done there. We're going there, in fact as early as this next
week, looking at this from an IP perspective. It is something, as
those who follow this Committee know, that is very close to my
heart and something that I've worked on a great deal.

And on that note, it is tragic that the United States Senate can-
not figure out how to do their job in this area, and I would love
to see them do that. I appreciate the work that you are doing, and
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I'm sure you’ll be back before us on many occasions, and I do ap-
preciate your testimony.

Mr. Chairman, I yield back and give you 19 seconds.

Mr. COBLE. Tersely done.

Ms. Lee and ladies and gentlemen, we will return imminently.

Ms. LEE. Thank you.

[Recess.]

Mr. COBLE. Mr. Jeffries is recognized for 5 minutes.

Mr. JEFFRIES. Thank you, Mr. Chair, for yielding.

And thank you, Director Lee, for your presence and for your serv-
ice to the country. I wanted to speak for a moment about the
USPTO’s law school pilot certification program. It’s my under-
standing that the program was initially jump started and piloted
in 2008. Is that correct?

Ms. LEE. I think that sounds about right.

Mr. JEFFRIES. Okay. And can you just describe for us, you know,
how the program works in its current form, what some of the bene-
fits are, particularly as it relates to law students as well as clients
as well as the innovation community.

Ms. LEE. Yes, thank you very much for the question, Congress-
man, and I'm very excited to say that just this morning, we an-
nounced an expansion of our law school certification program. And
to your question, let me explain what it is for those who may not
be familiar with it. I mean, basically, what we do at the USPTO
is we provide temporary registration numbers to law students so
that they can prosecute patent applications on behalf of clients who
otherwise could not afford to hire an attorney, and they are super-
vised by law school professors, so it’s really a win-win for both the
students in terms of developing valuable, practical patent skills,
and they may one day become patent examiners or patent prosecu-
tors or patent litigators, and it’s also a benefit to our innovation
community because they get the advantage of these pro bono serv-
ices that complement our pro bono program, so we're very excited
to be expanding that program. We announced it today, and I be-
lieve that a law school in your district, the Brooklyn Law
School

Mr. JEFFRIES. Yes.

Ms. LEE [continuing]. Has been added to the list I think as of
today.

Mr. JEFFRIES. No, that’s fantastic. Now, as you may know, Mr.
Chabot and I have introduced legislation relative to this program
that would sort of enable the removal of its pilot status and author-
ize further the expansion as you move forward and also ask for a
report to the Congress moving forward just so that we can be in-
formed about the good work that the program continues to do.

Now, as you expand the program, potentially being able to offer
it as you've done with the announcement today and moving for-
ward to additional law students, to additional law schools, will
there be an additional cost that will necessitate an additional ap-
propriation, or am I correct in my understanding that you have the
capacity, at least as of the present moment, to absorb the expan-
sion internally?

Ms. LEE. So thank you for the question. I'm sure my CFO will
correct me if I'm wrong on this, but my understanding is that the
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beauty of this program is that it doesn’t involve a lot of resources
on behalf of the PTO. It’s the volunteer students. It’s the volunteer
professors who agree to oversee those students, so I think we pret-
ty much have, maybe with a plus or minus, the resources that we
need to expand the program. If it gets to be so tremendously suc-
cessful that we really have to keep, you know, every law school
across the country, then perhaps we might have to revisit the issue
in terms of we want to maintain the quality, but I think, at this
point, given the rate at which we’re moving and the law schools
that we carefully select for eligibility in the program, we’re able to
manage it.

Mr. JEFFRIES. Thank you very much. I want to switch topics for
a moment. You have indicated in prior testimony as well as I think
today in an exchange that you support the notion of patent litiga-
tion reform done in a balanced way and saluted the efforts that the
Chairman and many of us on the Committee undertook last year
to try and advance patent litigation forward.

After that litigation or legislation moved out of the House, there
were two Supreme Court decisions, I believe, earlier this year that
were decided upon relative to the Section 285 provision. One I be-
lieve related to the standard of review; the other related to the ac-
tual substance of Section 285. Can you comment at all as to how
you think that may change the landscape moving forward in terms
of where our focus should be?

Ms. LEE. So thank you very much for the question, Congressman.
I think you’re referring to two cases in particular from the Su-
preme Court, the Octane Fitness case and the Highmark case
handed down from the Supreme Court on the issue of fee shifting.
And those cases increased the discretion that the district courts
have to award fees to the prevailing party in a patent litigation dis-
pute. That said, there’s still a requirement that it has to be an ex-
ceptional case, and I think there’s still room for legislative reform
because I think companies could benefit from greater certainty
about when fees would be shifted and when they would not, so,
right now, with the current case law of exceptional, there’s going
to be a lot of litigation, a lot of motions brought on these issues,
but I think there’s room for legislative clarification on that issue.

Mr. JEFFRIES. Thank you very much.

I yield back.

Mr. CoBLE. I thank the gentleman.

The distinguished gentleman from Pennsylvania, Mr. Marino, is
recognized for 5 minutes.

Mr. MARINO. Thank you, Chairman.

Welcome, Director. It’s a pleasure to talk with you. I see by your
credentials you have an extraordinary background and that you ac-
tually worked in private industry as counsel.

I would like to talk with you and get your insight on the report
from the Office of Inspector General concerning the overpay, if you
would, please. Now, I know that you were not there during that
time. You’ve been in your position for how long, your present posi-
tion for how long?

Ms. LEE. I was sworn in on January 13, 2014. So 7 months.
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Mr. MARINO. Fourteen, okay. When you were sworn in or even
before you were sworn in, were you brought up to speed on the re-
port?

Ms. LEE. I was informed of the report. It wasn’t a report yet be-
cause it had not issued, but the facts and circumstances sur-
rounding the Patent Trial and Appeal Board paralegal matter be-
cause as I explained earlier today, I mean, the USPTO had itself
been investigating that matter when it first came to our attention
in 2013, so the office was well aware of that issue as early as 2013
and undertook some efforts.

Mr. MARINO. Can you tell me, is there, are there any plans to
hold those responsible that collected the overpay, for the managers
or the supervisors who knew that there was overpay and no work
being done? Is there going to be any retribution, is someone going
to be fired?

Ms. LEE. So thank you for the question. It’s a good question, and
what we’re doing is we are reviewing the details of that report,
which we just got I think yesterday, and there’s some discussion
of that in the OIG’s report, and we will evaluate all options, includ-
ing the one you mention.

Mr. MaRrINO. Okay. Because the report is very clear. I mean, you
know from your work in private industry, how long would someone
be employed in the company you worked for under those cir-
cumstances?

Ms. LEE. I don’t have an answer for that, but I hear your point.

Mr. MARINO. I do. They wouldn’t be employed very long at all,
and we have a report from the OIG’s office that people knew that—
in fact, they categorized their time sheet, for a matter of fact, into
a completely different area. It was called “other time,” very gen-
eral, other time. And people, through investigations, it was learned
that they were watching television, surfing the Internet, used so-
cial media, such as Facebook, performed volunteer work for charity
from home, washed laundry, exercised at home, read books, the
news, and magazines, shopped online, cleaned dishes, et cetera.
Now, this is theft from the hardworking taxpayer, and quite hon-
estly, I'm getting tired of hearing about this. You’re not responsible
for this, but it’s very frustrating for me because we constantly hear
about this.

And then what adds insult to injury is we hear that people like
this are put on administrative leave with pay. Now, this is nause-
ating. This is frustrating, and the people in my district are fed up
with it. So I am asking you that if the facts you find as the Office
of Inspector General states them, and people were doing these
things and lying on their time sheets, why would they not be fired?

Ms. LEE. So I appreciate your concern, and as I said earlier, we
do take these allegations—and I personally take these allegations
very seriously.

Mr. MARINO. Good.

Ms. LEE. And we will get back to you on those issues.

Mr. MARINO. I appreciate that, but even more so with the man-
agers and the supervisors that oversaw this, I just—this is a per-
fect example of how large this government has grown, and the left
hand doesn’t even know what the right hand is doing, and we're
hiring people who just believe that I don’t have any work to do, so
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I'm going to collect pay. And we have supervisors and managers in
charge of these people who are not reporting to you or other indi-
viduals that there is something drastically wrong with the system,
but yet we’re paying people for doing—not just doing nothing and
sitting at their desk—but staying at home and reading books and
shopping online and doing laundry. This is just—it’s unbelievable
what takes place anymore.

The government needs to be downsized straight across the board
by 50 percent, and then maybe we’ll get control on people that are
cheating the taxpayer and not giving the taxpayer a hard day’s
work. So I'm asking you once more, you're giving me your commit-
ment that if these allegations are true and these facts are accurate,
that these people will be fired?

Ms. LEE. We'll take appropriate action.

Mr. MARINO. What’s “appropriate action”?

éVIs. LEE. We'll have to look at the facts, we’ll have to con-
sider

Mr. MARINO. So do you think the Office of Inspector General is
making these things up?

Ms. LEE. No.

Mr. MARINO. Do you think the whistleblowers that came forward
are making these things up? Because what I'm getting from you
now is they probably will not be fired. This is a real easy, simple
question.

I was in industry and worked in a factory for 13 years and
worked my way up to management, and if anything like this hap-
pened in private industry, these people not only would be pros-
ecuted—fired, but they would be prosecuted as well.

Ms. LEE. I will say, Congressman, that as I mentioned earlier,
our Patent Trial and Appeal Board proceedings are exceedingly
busy now, so I understand

Mr. MARINO. There’s no question that you have been.

Ms. LEE. And so they are now fully——

Mr. MARINO. You folks are doing a great job.

Ms. LEE. They are now fully engaged.

Mr. MARINO. You are doing a great job as director, but there is
no excuse for this. Please do not use the excuse that youre very
busy, because apparently, there was a bunch of people who col-
lected over $5 million that weren’t very busy.

Ms. LEE. I understand.

Mr. MARINO. Thank you.

I yield back.

Mr. CoBLE. I thank the gentleman.

The gentlelady from Washington is recognized for 5 minutes.

Ms. DELBENE. Thank you, Mr. Chair.

Thank you, Director Lee, for being here today. I know that Rep-
resentative Chu spoke earlier about the Supreme Court’s decision
in the Alice v. CLS Bank case, which addressed the scope of patent
eligibility for software-related inventions, and I was pleased to
learn that the PTO was able to issue preliminary guidance very
quickly to patent examiners on how to interpret that Supreme
Court decision, and you mentioned that the PTO is now accepting
comments on the guidance as it helps draft more detailed guide-
lines, and thank you for doing that. I appreciate it. But I do think
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it’s very important that patent examiners are consistently applying
the new case law, and—because it’s complicated, and while the
feedback I've heard on this initial guidance has been that it’s clear
and thoughtful, I've also unfortunately heard that, despite this
guidance, a good number of examiners are rejecting some software
patent applications based on a possible misinterpretation of the
Alice case, so I'm concerned about this and am hopeful that we
aren’t in a situation where true inventions are being denied pat-
ents based on a misinterpretation of the law, and I'm also worried
that this could lead to an increased number of appeals to the PTO,
and you’ll see an increased number, and it can become a wide-
spread problem if this is allowed to continue. So I wondered if you
could explain what types of quality control the PTO is putting in
place and implementing to make sure that there’s consistency in
how the patent applications are being treated in light of the deci-
sion.

Ms. LEE. Yes, thank you very much for your question, Congress-
woman.

We absolutely strive to have consistency in our examination that
complies with our guidance and the case law, and if there are in-
stances where an applicant thinks that an examiner is not applying
the case law properly, they can’t come to an agreement, they can’t
see eye to eye on an issue, we have a patent ombudsman program
where the applicant can, without ruffling the feathers of an exam-
iner, without sort of jeopardizing that kind of relationship, can es-
calate it to a patent ombudsman person so we have another person
looking at the issues to see what the issue is, to see if the case has
been, the rules are being appropriately applied, so I would just
refer you to that. But we have a lot of initiatives in the agency to
ensure consistency. When we issue the final guidance on the Alice
case, we will train all of our examiners. We've already trained the
supervisory patent examiners. We’ve already given guidance to our
examiners. We already have our technical directors instructed on
the preliminary guidance, but once the guidance becomes final, we
will provide the appropriate level of training to everybody across
the board in much greater detail, and that information will be post-
ed on the Web site, so the public can see what our examiners have
been directed to examine toward or to follow.

Ms. DELBENE. Do you have a sense of when final guidance might
be coming out?

Ms. LEe. We're targeting September and October, but we—I
think the deadline for receipt of comments is July 31st. We want
to be careful in terms of evaluating and reading and reviewing all
the comments, and we understand that we want to issue it prompt-
ly, but we also want to be accurate about our guidance.

Ms. DELBENE. So what types of things do you use to measure
whether or not you have consistency out there? So you’ll train the
examiners on the guidance?

Ms. LEE. Yes.

Ms. DELBENE. And how do you know it’s being applied consist-
ently, what checks and balances?

Ms. LEE. We have a quality assurance team that selects applica-
tions at random or per technology area to test it for accuracy and
prosecution, and where there is, you know, evidence that it’s not
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being applied properly, we will definitely go back and that input
will be fed back into both our examiner training as well as our ex-
amination processes, what can we do to improve the process so that
examiners are able to examine more accurately.

Ms. DELBENE. And if it is true that you see an increased number
of appeals, do you then have a mechanism to try to figure out why
you're seeing more appeals and understand?

Ms. LEE. That would certainly be a factor that we would look to.

Ms. DELBENE. Uh-huh. So you check all of that kind of consist-
ently across——

Ms. LEE. I don’t—we should, and I'll have to check with you to
see if we currently do, but I wouldn’t be surprised if we do.

Ms. DELBENE. Okay.

Ms. LEE. So let me get back to you on that.

Ms. DELBENE. Okay, thank you.

Thank you, Mr. Chair, I yield back.

Mr. CoBLE. I thank the gentlelady.

The gentleman from Missouri, Mr. Smith.

Mr. SMITH OF MISSOURI. Thank you, Mr. Chairman.

Mr. Chairman, thank you for holding a hearing on this important
subject. Also I want to reiterate what a lot of my colleagues have
said about how unfortunate it has been that the Senate has refused
to take up and work with and pass the bipartisan patent reform
bill that we’ve worked on in this Committee for quite some time.
I hope that maybe they’ll figure out how the legislative process
works and decide to govern for the people of the United States.

So my question, Ms. Lee, thank you for being here, first off, and
talking to us. I'm sure we've all heard that Amazon’s application
for .amazon’s top level domain was rejected by the board of direc-
tors at ICANN. They’re a California nonprofit which is supposed to
operate by contract with the U.S. Government for the public at
large. And my question is, absent a separate negotiated treaty or
other national law, does the USPTO believe that a foreign country
can claim a sovereign right to a term and prevent use of a mark
that the U.S. and other countries have otherwise granted trade-
mark rights in?

Ms. LEE. So could you repeat the question one more time?

Mr. SMITH OF MISSOURI. Okay. Does the USPTO believe that a
foreign country can claim a sovereign right to a term and prevent
use of a mark that the U.S. and other countries have otherwise
granted trademark rights in?

Ms. LEE. You know, I think I need to get back to you on the
record, and I will do so. I appreciate the question, but I want to
make sure that we understand it, and we get to you an accurate
answer, so let me get back to you.

Mr. SMITH OF MISSOURI. I appreciate that. Thank you.

Ms. LEE. Thanks for the question.

Mr. SMITH OF MISSOURI. One other question. What are the three
key problems that American companies face in China and India re-
garding patent and trade secret protection?

Ms. LEE. So our companies work hard. I mean, when they export
their products and services overseas, there’s always a risk and a
vulnerability in terms of misappropriation of their trade secrets or
infringement of their patents or copyrights. I mean, it can be in
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China; it can be in other countries. We are working very, very hard
with our companies that do business in China to increase or im-
prove the environment in which theyre operating. We give trade
secret training to government officials in China to create an envi-
ronment that is more favorable for our companies, we work with
the leaders there, we bring them to the United States to receive
training at our Global IP Academy so that they share the same val-
ues that we do with regard to trade secrets, patents, and copy-
rights. And we have a STOPfakes program, which goal is to curtail
piracy and counterfeiting of U.S. intellectual property matters, so
we have a number of initiatives underway, and we are constantly
striving to improve the environment.

Mr. SMITH OF MISSOURL Do you think that China and India are
in compliance with the international obligations under the TRIPS
agreement?

Ms. LEE. So are you referring to—which aspect of the TRIPS
agreement are you referring to?

Mr. SMITH OF MISSOURI. In regards to the patent and trade se-
cret protections.

Ms. LEE. So there’s a lot of patent and trade secret provisions
even under the TRIPS agreement, but

Mr. SMITH OF MISSOURI. Do you think that they’re noncompliant
in any provision within the TRIPS agreement?

Ms. LEE. I know there’s been some discussion in the area of com-
pulsory licenses in connection with India, and there have been cer-
tain circumstances where perhaps that may have been triggered or
applied or granted where some might argue was not in compliance,
and that’s an issue of concern to us. I mean, critically, it is impor-
tant that innovators have the incentive to innovate, and if compul-
sory licenses are granted in circumstances that are beyond the re-
quirements of our TRIPS agreement, that’s an issue of concern for
us, and that’s what we work with, with our IP attachés, that’s
what we work with in our conversations in our trade negotiations
with our partners, with officials in the Indian Patent Office. We are
focused on that issue to make sure that a compulsory license is
granted where it should be and not granted where it shouldn’t be
and therefore jeopardizing of innovation and investment in innova-
tion.

Mr. SMITH OF MISSOURI. Thank you, Mr. Chairman. I yield back.

Mr. CoBLE. I thank the gentleman.

The gentleman is recognized for 5 minutes.

Mr. MARINO. Thank you, Chairman.

Director, do you have enough personnel to examine newly sub-
mitted patent applications and compare those to already estab-
lished patents to avoid future litigation? Do you understand my
question?

Ms. LEE. Do we have enough personnel?

Mr. MARINO. To review patents that are newly submitted to see
if t}})ose patents already exist or if there is any conflict between the
two?

Ms. LEE. Oh. So that is what we normally do. When an applica-
tion comes in, it’s the job of the patent examiner to search what
we call the relevant prior art, so they look at databases of patents
that have previously been issued, they search the literature.
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Mr. MARINO. I understand the process. What I'm asking you is
do you have enough personnel to adequately do those examina-
tions?

Ms. LEE. So we’re looking to expand the examiner force. We are
using—we’re targeting a hire of a thousand examiners in 2014. In
2015, we’re targeting roughly 750. We have to see.

Mr. MARINO. Good.

Ms. LEE. And also we're using our satellite offices to tap into for
the first time previously untapped talent pools, so we’re very ex-
cited about that, and we’re looking to expand the production capac-
ity of the USPTO.

Mr. MARINO. I'm glad to hear that. Do you think that hiring
these experts, these additional experts would curtail, I know it’s
not going to eliminate, but would curtail frivolous litigation, par-
ticularly when we'’re talking about patent trolls?

Ms. LEE. I think hiring additional examiners so that we have the
capacity to examine the patent applications will ensure that pat-
ents issue more quickly, and for our businesses, right, who create
innovations and inventions, it’s important that they be able to have
the protection that they need to enter the marketplace. So the pat-
ents need to be examined properly, and I think the addition of the
examiners will help us reduce our backlog and pendency. So really
it’s pro-business.

Mr. MARINO. Is there anywhere else in the office that you’re
short of personnel?

Ms. LEE. We are hiring on the Patent Trial and Appeal Board
front for administrative patent judges. I mentioned earlier in the
first session that we’ve experienced record number of petitions, and
there seems to be a tremendous appetite for the services offered by
the Patent Trial and Appeal Board, and again, we’re recruiting na-
tionwide, including through our satellite offices, and we’re getting
some outstanding candidates.

Mr. MARINO. Is that the bottleneck at this point? Is that where
things are jamming and then perhaps people are waiting to do
something?

Ms. LEE. So I wouldn’t say that things are jamming. I mean,
we're still issuing our final opinions in these Patent Trial and Ap-
peal Board trials within the 1-year statutory time frame. We can
outdo ourselves and perhaps lower, get it out even more quickly,
but I think we’re well within statute, and our goal is to keep it that
way.

Mr. MARINO. Well, I know it takes some time to hire a thousand
people, but I hope you do that as expeditiously as possible.

Ms. LEE. We will, thank you.

Mr. MARINO. Thank you.

I yield back.

Mr. CoBLE. We're about to wind down, Director Lee. Thank you
for being here. Let me put a final question to you. As Federal agen-
cies have faced budgetary issues, departments have looked to cre-
ative ways to stretch their budgetary dollars. Does the PTO fund
any trade missions or trips for the Secretary of Commerce or other
officials at the Commerce Department or other agencies?

Ms. LEE. Thank you for your question, Mr. Chairman. I’'m not
aware of the PTO funding individuals from the Department of



42

Commerce on trade missions. I believe the funding comes from
elsewhere, but if my statement is incorrect, we will correct it, but
I'm not aware of our funding of Department of Commerce officials.

Mr. COBLE. And I appreciate that. Let me give you a more de-
tailed question. Do you have a requirement that the PTO will only
fund trips that are IP focused and would PTO staff be the primary
points of contact or does another agency with less expertise, such
as the ITA, take the lead on the Secretary’s IP-focused trade visits
or participation in bilateral forums, such as the U.S.-India strategic
dialogue currently taking place in New Delhi? If so, does it not
make sense for the IP experts at PTO to take the lead on such
trade missions, especially if PTO resources are being used?

Ms. LEE. So we fund matters that are in line with our mission,
and I'm not sure I understand your question, but is the question,
are we funding travel of ITA members who are advising the Ad-
ministration on intellectual property issues?

Mr. CoBLE. ITA as an example; ITA, yes.

Ms. LEE. So do we fund travel of other individuals outside of
PTO on PTO—on IP-related matters, is that your question?

Mr. COBLE. Yeah.

Ms. LEE. Let me get back to you on that.

Mr. CoBLE. That will be fine. In the same vein, I think that we
need to make sure that the IP attachés in our embassies have suffi-
cient authority in terms of diplomatic rights and access to re-
sources. What has the Commerce Department done to elevate the
position of the IP attachés in our embassies?

Ms. LEE. So thank you for the question. Our IP attachés are a
tremendous resource for American companies and the innovation
community. I will say that this is an issue that we’ve been working
with through the Department of Commerce and others is that the
rank of our IP attachés could be at a higher level. If you think
about it, right, these IP attachés are, you know, on the ground in
the foreign countries; they’re working with the IP leaders in the
host country discussing very important issues, like compulsory li-
censing and, you know, trade secret policy and so forth. And in for-
eign countries perhaps even more so than the United States, your
rank has a lot to do with the access that you have to appropriate
people who can effect change, so that is one issue that we are look-
ing at to increase the effectiveness of our IP attachés. They're al-
ready doing a great job, but if you look at ways to further improve,
that’s one way.

Mr. CoBLE. Well, Director Lee, thank you, and thank you in the
audience for your patience. We apologize again for the delayed
hearing, but it’s been very worthwhile, and this concludes today’s
hearing. Thanks to all for attending.

Without objection, all Members will have 5 legislative days to
submit additional written questions for the witnesses or additional
materials for the record. The hearing stands adjourned.

Ms. LEE. Thank you.

[Whereupon, at 5:11 p.m., the Subcommittee was adjourned.]
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U.S. House of Representatives

Hearing on:
"The U.S. Patent and Trademark Office:
The America Invents Act and Beyond, Domestic and Intemational Policy Goals"
Wednesday, July 30, 2014

Questions from Rep. Steve Chabot:

1) India backslid considerably on IPR uuder the previous goverument. Nearly a quarter of books in
India are pirated. Illegal downloads in India now cost the music and entertainment industry
approximately $4 billion dollars per year, but the previous government failed to reform laws or
boost enforcement despite repeated requests to do so. India is also home to numerous "notorious
markets' that deal in large volumes of pirated and counterfeit goods. India has also refused to
grant or revoked patents or data protection for numerous medicines and agricultural chemicals
that are patented in scores of other countries around the world, and it has issued one and
threatened to issue several more compulsory licenses of medicines in circumstances not
contemplated by international rules governing such licenses. Does your agency have a role in trying
to improve India's IP policies?

USPTO response:

One of the key priorities in global policy for the USPTO is to address the significant challenges in the
areas of intellectual property (IP) rights protection and enforcement in Tndia. USPTO’s Office of Policy
and International Affairs has a team of IP attorneys who engage with India’s government and other
stakcholders. The team includes experts in patent, trademark, and copyright law, as well as members who
focus on enforcement issues.

Our Intellectual Property Attaché, based at the U.S. Embassy in New Delhi, scrves as a primary contact
within the cmbassy on intellcctual property issucs for the Indian government and works closely with the
USPTO headquartcrs tcam to provide up-to-datc information and cxpertisc on related activitics in India.
‘Working with the IP attaché, the team formulates policy, advises other U.S. government agencies on IP
matters in India, and engages with the Indian government on cooperative activitics including joint IP
training workshops.

USPTO’s technical assistance has proven a successful tool to encourage India to make certain changes to
its TPR regime. For example, the USPTO worked with U.S. Customs and Border Protection on a series of
programs with Tndia’s customs authorities. As a result of these activities, India established a customs
recordation system that permits rights holders to record their rights with customs so that Indian officials at
the border have easy access to information about legitimate goods and can contact the rights holder when
they ideutify suspicious goods.
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2) U.S. exporters have faced increasing 1PR challenges in India in recent years, from patent denials
and revocations to at least one compulsory license and threats of more. But the historic election of
Prime Minister Modi gives the new Indian government a chance to break with counterproductive
and self-defeating economic policies of the last government. Does the USPTO have a role in
encouraging India to embrace a pro-1P growth agenda?

USPTO Response:

The USPTO continucs to cncourage India to cstablish and maintain cffective intellectual property
protections. The Agency has built strong partnerships with Indian industry organizations to identify and
address concerns. In addition, the USPTO has worked with a varicty of stakcholders throughout India to
help raise awareness of the value of IP both as a strategic business asset and as a tool to strengthen the
overall economy. We have conducted capacity-building and awareness events for university science and
engineering students and faculty, for small-to-medium sized entrepreneurs, and for the creative industries.
For example, we worked with an Indian law school to develop a proposed Indian trade secret law.

3) The Modi government has created a lot of optimism that it will work to unlock India's ecouomic
growth potential. [ know that many of my colleagues share my view that dynamic economic growth
is uot possible without strong IPR. What are your views on how the Administration can encourage
the Modi Administration to boost protections for copyrights and patents?

USPTO Response:

U.S. stakcholders have significant concerns about IP protection and cnforcement in India. The USPTO
takes part in ongoing interagency efforts to seek opportunities for meaningful, sustained, and effective
engagement on IP-related matters with the new govermment. While the USPTO plays a key role in our
diplomatic and trade talks on IP issues, the agency also brings unique expertise to bear in our relationship
with India. The USPTO plans to further strengthen ties with counterpart intellectual property officials in
India to counter any misunderstanding or mistrust that may exist in the bilateral relationship.

For example, India recently became an International Searching and Preliminary Examining Authority
under the World Intellectual Property Organization Patent Cooperation Treaty (PCT). The PCT permits
inventors in sceking patent protcction internationally to file a single international patent application and
simultaneously seek protection for an invention in 148 countries throughout the world. Asa PCT
authority, India’s Patent Office will be required to meet the same high standards prescribed in the PCT for
patent offices around the world, and must have qualificd staff that follows internationally uniform scarch
methods. The USPTO has previously provided and will redouble efforts to provide technical assistance
and capacity building to cnable India to join other patent offices around the world in this rigorous system.
These kinds of technical exchanges are frequently most effective in building a strong relationship and
shared interests with other countrics on IP matters.
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4) The [P Attaché program does important work around the world, but 1'd like an update on their
work advocating U.S. government IPR policy in India, which has refused to grant or revoked
patents or data protection for numerous medicines and agricultural chemicals that are patented in
scores of other countries around the world. Cau you speak to the work of the attaches on policy
advocacy in India?

USP10 Response:

The primary function of USPTO 1P Attachés including the India Attaché, is to cngage in dialoguc with
the host country government to improve the systems of IP protection and cnforcement. In India, this is
accomplished through regular interactions with relevant Ministries in the Indian Government and by
participating as subjcct matter experts in cxisting US-India bilateral dialogucs. The IP Attachc conveys
the U.S. Government position on IP matters of concern and identifies opportunities to provide technical
assistance and capacity building programs to achieve U.S. TP policy objectives.

‘We continue to monitor legal and policy developments in India and use our position to encourage the
Government of India to develop IP policies and practices which respect TP rights and create an
environment that will stimulate creativity and innovation. When appropriate, the TP Attaché works with
an U.S. Government interagency group to submit official comments to the Indian government on pending
IP legislatiou or policy. Many of the IP Attaché’s activities in India are focused on addressing gaps in the
cxisting legal framcwork and responding to specific concems raised by U.S. companics operating in
India.

The USPTO also works closcly with local industry chambers and other partners to advocate for now laws
and provide training to Indian law enforcement officials. For example, in this regard, the USPTO has
been able to advance U.S. interests m relation to priority copyright, trademark, patent, trade sceret and
enforcement concems. As regards copyright, we were successful in 2013 in advocating for the inclusion
of specific anti-camcording provisions into the draft Cinematographic Bill. This draft legislation has been
endorsed by the new Modi government and is expected to be introduced in the next legislative session
when Parliament reconvenes in December.

Regarding trade secrets, the TP Attaché is currently working with one of the national law schools and
Government of India officials to develop a draft trade secret law that can be adopted at the central
(tederal) level. (Note: India does not currently have a specitic intellectual property statute protecting
tradc sceret information). USPTO 1P Attach¢ cngagement with the Government of India on improving
trade secret protection is a significant component of implementiug the Administration’s Strategy to
Mitigate the Theft of U.S. Trade Scerets. The IP Attaché also works closcly with DHS, DOJ and FBI to
conduct regular IP sensitization programs for Indian customs, police and the judiciary. For example, our
judicial cxchange programs focusing on copyright and tradcmark cnforcement have been particularly
uscful in sharing information on casc management, the use of clectronic systems and the need for
deterrent level penalties. These awareness and capacity building programs are designed to develop best
practices within the arca of IP enforcement which will ultimately benefit right holders.

Finally, we note that the sustained efforts of the TP Attaché in coordination with USTR and the U.S.
Government Interagency group recently led to the announcement of a new high-level TP Working Group
which will meet under the Trade Policy Forum. This IP-focused dialogue will allow us to more
effectively engage with the Indian government on IP concerns and challenges and could help foster an TP
environment which will allow U.S. companies to effectively create, obtain and enforce their IP rights in
India.
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Questions from Rep. Doug Collins:

1) My understanding is that PTO is pulling back patent applications that already have been allowed
as a result of the Supreme Court's decision in Alice Corp. v. CLS Bank. How widespread is the
impact of the Supreme Court decision? How many patent applications have been impacted?

USPTO Response:

Immediately following the Alice Corp. decision, there were a number of applications indicated as
allowable prior to Alice Corp., but that were not yet issued duc to normal processing queucs of the patent
publication process. Given the USPTQ’s duty to issue patents in compliance with existing law, we took
steps to avoid granting patents on those applications containing patent ineligible claims in view of Afice
Corp. There were 1,181 applications that were withdrawn from allowance for further prosecution.

2) As you know, abusive patent litigation has been a concern. Will the PTO's actions as a result of
Alice help ease abusive patent litigation? If so, how? Can you provide any data on that? I am also
concerned that this pullback of applications not harm legitimate/innovative patent applications or
disadvantage businesses that keep America globally competitive.

USPTO Response:

Based on Alice Corp., any claim(s) in a patent application that merely implements an abstract idea on a

generic computer is no longer patent eligible. To the extent that any future patent litigation would have
relied upon the issuance of patents that have these types of claims, the USPTO’s rejection of these types
of claims in view of Alice Corp. may help ease abusive patent litigation.

Currently, the USPTO does not have any data on the correlation between rejections based on Alice Corp.
and abusive patent litigation.

3) How will inconsistencies among the courts and examiners in implementing the Supreme Court's
decision get worked out? Is the PTO aware of a case working its way to the courts that might bring
more clarity?

USPTO Response:

Patent-related decisions issued by district courts can be appealed to the Federal Circuit, so any
inconsistencies among the district courts should be resolved at the appellate level.

Based on public feedback, the USPTO is developing additional guidance for the Patent Examining Corps
that is designed to promote uniformity in subject matter eligibility determinations. The USPTO is
planning to issuc this additional guidance within the next month,

There are a number of cases pending before the courts that will ultimately add clarity to the standards for

patent cligibility. As always, the USPTO will continuc to monitor developments in the casc law to cnsurc
that examiuer guidance reflects the most current state of the law.
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4) IPR: Does the technology distribution of patents involved in Inter Partes Reviews (IPRs),
(especially when compared to the technology distribution for issued patents overall), demonstrate
that any particular area is more or less prone to challenges? If no area is more (or less) prone to
IPR challenges, doesn't this indicate that no technology is particularly problematic for the public,
or has higher or lower quality than any other area?

USPTO Response:

The USPTO has reccived fower than 2,000 total IPR petitions in the two years since incoption of these
review proceedings. By contrast, the USPTO issues approximately 1,000 patents per business day. and
millions of U.S. patents arc currently in force. Further, of those IPR procecdings that reached a final
written decision by the end of FY 2014, only 20% of the claims challenged were determined to be
unpatentable by the PTAB.

The TPR petitions by technology center as compared to the patents issued overall by technology center
tend to show that the technology distribution of patents involved in TPR challenges is similar to that of
issued patents overall. The IPR petition filings in the areas of computer architecture and software and
communications are slightly higher than the patents issued overall in these technology areas. The
differences, however, are not so significant as to suggest any conclusion regarding quality or whether a
technology is considered by the public to be particularly problematic.

Questions from Rep. George Holding:

1) Deputy Director Lee, thank you for your responses regarding partial institutions of inter partes
review during the hearing. I want to clarify my comments and get your specific responses. Indeed,
as they relate to courtroom litigation, the inter partes review processes created and envisioned by
the America luvents Act absolutely is a more efficieut and economical proceeding. My constitueuts
would fully concur with that theoretical framework. However, the problem that T am hearing is
with respect to the PTO's implementation of the inter partes review processes. Because the PTAB is
not taking and considering entire petitions, as required by the AlA, it is leading to more
uncertainty, confusion, time and cost with respect to ongoing conrt litigation-which is what the TPR
was supposed to reduce. The decision to institute on fewer than all challenged claims is leadiug to
inconsistent decisions about staying underlying litigation, and in some cases actually creating more
work for the district judges who cannot rely on estoppel on challenged claims not heard in the IPR
to help ameliorate rising workloads. In all likelihood, those same claims are being challenged in
litigation and it is most likely the assumption of the trial judge in issuing a stay that those claims
will be resolved by the PTO. In fact, they are not, which is adding to the district court and litigant
burden.

How do yon square the clear intent of the AlA-to either institute reviews on all challenged claims in
a petition, or to not institute at all-with the actual practice of the PTAB, which is to institute on only
certain challenged claims? In my view, this creates a new class-challenged versus unchallenged
claims, which is not contemplated by the AlA.

‘What assurances can you provide that you will take this feedback, as well as that received in the

roundtables and the open comments, to reform the practice to reduce the unintended burdens that
are now being created and to more adequately adhere to the statutory language?
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Although the AIA is unambiguous that if one of the claims in an IPR petition meets the requisite
threshold, review should be conducted on the entire petition, are there clarifying or techuical
corrections that can be made to the statute to ensure that the PTQ's practice conforms to statutory
language aud congressional intent?

USPTO Response:

The USPTO is pleased that the AIA’s Inter Partes Roview (IPR) proccedings have provided a quicker,
cheaper alternative to patent litigation in United States District Court and that the public has recognized
their valuc by filing more than 1,300 IPR petitions last fiscal year alone.

The Office 1s committed to revisiting the rules and procedures uscd to implement the AIA review
proceedings. Consistent with this commitment, we have sought public input on the review proceedings,
including a series of public roundtables and a Federal Register notice seeking public comment. We will
consider and analyze the received comments thoroughly and expect to make appropnate modifications to
provide further clarity for the ATA review proceedings. In doing so, we will take into account the
interests of the public, patent owners, petitioners, and other interested parties, in the manner prescribed by
the ATA. In particular, the AIA required consideration of the effects of regulations on the economy, the
integrity of the patent system, the efficient administration of the Office, and the ability of the Office to
complete the proceedings timely.

The USPTO created AIA review rules and procedures in accordance with the statutory framework. For
cxample, the relevant imrer paries review statute states that the Dircetor may not authorize a revicw unless
the Dircctor detcrmines that the information presented in the petition shows that there 1s a reasonable
likelihood that the petitioner would prevail with respect to at least one of the claims challenged in the
petition. The statutory language itsclf does not cxpressly require the Director to institute a review of all
challenged claims. Instead, it requires that at least one challenged claim meet the applicable standard for
institution. Furthermore, the statute requires the Office to consider the impact a regulation would have
upon the ability of the Office to complete the proceedings timely and the efficient operation of the Office.

The ATA’s legislative history indicates that Congress intended the proceedings to be less expensive than
District Court litigation and completed in one year, and thus gave the Director broad discretion to deny
petitions that threaten to cause the Office to expend undue amounts of effort and detract from this
mission. The experience of the Office with other proceedings, such as infer partes reexamination,
suggests that always procecding on all challenged claims would not be advisablc if the Iegislative goals
are to be met. Accordingly, in formulating the rules for ATA reviews, including IPR, the Office sought to
cnsure that the legislative goals would be met by not proceeding automatically on all claims challenged,
but instcad allowing cach challenged claim to be evaluated individually to determine whether a review for
that claim was warranted under the applicable standard for institution.

This approach may help District Court Judges considering action they face in parallel litigation for a
number of rcasons. Normally, the decision whether to institute a review occurs approximatcly 6 months
after filing of the petition. At that point, the decision on institution indicates the relative merits of the
challenge against each claim by going forward only with those claims meeting the applicable threshold
standard for institution. Those claims failing to meet the standard for institution are not included in the
trial. This approach provides the District Judge with an early indication of the strength of the challenges
on a claim-by-claim basis. Ifthe Office were to proceed on all challenged claims and all asserted grounds
once any claim was determined to meet the threshold, that claim-by-claim assessment would not be
available to the District Judge until much later, possibly as much as a year and one half later. By contrast,
in reaching a decision on some claims earlier in the process, rather than waiting until the end of the trial,
the Office gives the District Judge more information about the strength of the ¢laims and asserted grounds
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sooner in the process. This is an advantage of not proceeding on all challenged claims and all asserted
grounds simply on the basis that one challenged claim meets the threshold standard for institution.

Proceeding on every challenged claim and every asserted ground, whether or not the challenge against
each claim is meritorious, would not be an efficient use of Office resources, and would increase the cost
and burden on the patent owner. 1nstead of eliminating weak challenges early in the proceeding, those
challenges would be carried through the trial for an additional 12 months or more, requiring further
bricfing by the partics and attention by the judges handling the trial. As a result, this would incrcasc the
cost and burden on the patent owner as well as on the Office. Experience with irter parres recxamination
proceedings suggests that this is not an cfficient model. Hence, consistent with the legislative intent of
resolving patent disputes quickly and completing the proceedings timely, the Office considers each claim
individually before an IPR proceeding is instituted.

‘We appreciate the concern about the overlap between claims involved in District Court proceedings and
those involved in IPR proceedings before the Office. But just as there is no requirement that proceedings
must be instituted on all challenged claims, there is also no requirement that a petitioner challenge all
claims in a patent. Therefore. even if the Office were to institute a review of all challenged claims, there
is no guarantee that all claims in the litigation would be included in the 1PR.

The Office will consider all feedback received trom the public, from the request for public comment
mentioned carlicr, as well as the recent roundtables. The Office is cager to hear from the public regarding
suggested improvements to ALA review proceedings, and will work with the public to ensure that the
legislative goals arc mct.

2) Follow up on Plain Packaging: in light of Director Lee's unfamiliarity with the issue and promise
to follow up on the issue, I'm restating my question. "Related to your international policy goals, I
am concerned about countries who have embarked on trademark destruction. Australia was the
first country to prohibit the use of trademarks on tobacco products in 2011 and other countries,
like Treland, seem to be taking a similar path toward destruction of intellectual property of
companies. Can you describe US PTO's position on proposals that encumber the use of
trademarks? Specifically, what will US PTO do to defend the iutellectual property system, and the
TP of US companies?

USPT0 Response:

For many ycars, thc USPTO has becn monitoring the devclopments in Australia and other countrics that
arc considering this particular approach to regulating tobacco products. Since 1998, subject to provisions
of appropriations laws (¢.g., Section 509 of Division B of Pub. L. 113-76, Consolidatcd Appropriations
Act, 2014) the USPTO has been prohibited from using appropriated funds to advocate for the reduction or
removal of restrictions on tobacco marketing in foreign countries unless there is discriminatory treatment
of U.S. products vis-a-vis forcign origin goods.

Questions from Rep. Hakeem Jeffries:

The U.S. Patent and Trademark Office (USPTO) has a proud history of providing the best data
available in the intellectual property elP) world. The richness of data tagging currently iu place at
the USPTO brings significant benefit to any area of technology, but is especially important in the
chemical and pharmaceutical fields.
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1) Tunderstand the USPTQ has plans in the futnre to have its 35,000 or so applicants do more
to provide text and do tagging. How does the USPTO plan to ensnre consistency in tagging
from 35,000 different applicants, many of whom file fewer than ten applications per year or
less?

USPTO Response:

The USPTO plans to contmuc the improvement of data being reecived from its applicants and processed
by its cxamincrs., Such improvements benefit both the USPTO and its applicants at many stcps
throughout the process. The USPTO successfully collaborated with 35,000 registered IP attorncys when
the USPTO moved from paper filing to an electronic on-line submission of PDF files. This process
change was accomplished through exhaustive fcedback and outreach with the IP community; currently
95% of all submissions are sent electronically. The USPTO implemented a program to convert these
electronic files from image to tagged text through OCR (Optical Character Recognition); however, that
process reduces fidelity and introduces error. Today, all pending patent application file wrappers have
tagged text for examiners to use to assist in their examination.

2) Wonldn't a single, controlled sonrce of data flowing into the USPTQ as exists today provide
far more consistent and accurate representation of data than a collection of 35,000 sources
of registered IP attorneys and agents? How could the USPTQ continue to implement
control over tagging, possibly by merely reworking the current system, moving forward?

USP10 Response:

Fortified with this successful baseline, the next step in improving our data flow is to improve in the
quality of the tagged text. The highest quality text is text that the applicant sends the USPTO and not
what is interpreted by a human or a computer. More than 40% of the PDFs received today contain text
that the applicant has created. We are currently considering a few options to address this. One approach
is to convert these PDF files to a single standard tagged text. This would allow for a high level of
adoption immediately without any impact to end users; all the while using repetitive feedback cyeles and
outreach to the TP community mentioned above to further increase adoption. Another approach is to
allow applicants to submit files using their current word processing tools (e.g., Microsoft Word and
OpenDoc) according to open standards (file format .docx) and converting that text. By moving toward
XML, the agency can reduce errors, improve quality and save the Agency significant conversion

costs. Again, the USPTO would usc an effective feedback and outreach campaign to cnsurc a proper
business case decision is leveraged to increase success.

At the beginning of the Patents End-to-End (PE2E) investment, the Agency piloted a third-party. single
controlled source of data. The pilot results yiclded an inefficiency of government resources with
prohibitive costs that. if implemented, would have significantly mercascd applicant uscr fees. Any onc,
single controlled source of data would require a computer or person interpreting the intent of the applicant
and thus would lessen the quality.  The applicant-submitted approach is in the beginning phasc of its
evolution and will be measured against the baseline quality level and tagging structure that was
established with OCR implementation. We believe that choosing the applicant-submitted approach,
rather than converting PDF files to a single standard tagged text, is a more effective and cost efficient
process and will result in higher quality data.
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Questions from Rep. Suzan DelBene:

1) Deputy Director Lee, thank you for your comments on the impact of the Supreme Court's
decision in the Alice case and the impact on patent applications that were under review at the time
the decision was handed down. Commissioner Focarino's recent blog (below) was helpful to clarify
the actions the PTO took with respect to those cases. However, I have heard continued concerns
that Alice itself provides a very uncertain standard to determine patentability of computer-
implemented inventions, with the potential to be applied inconsistently by patent examiners. In
light of the recent request for comments on the Alice guidance, and the concerns I've heard that
examiners are essentially being asked to reject outright all such applications on subject matter
eligibility grounds, what steps will the PTO take to ensure that the standards are clear,
unambiguous, logical, and do not discriminate on eligibility grounds, against particular types of
technologies?

USPT(O Response:

Examiners have not been asked to reject all applications relating to computer-implemented inventions
based on subject matter eligibility grounds. In fact, our Alice Corp. Preliminary Examination Instructions
that were issued on June 25, 2014, specifically state that “Alice Corp. neither creates a per se excluded
category of subject matter, such as software or business methods, nor imposes any special requirements
for cligibility of softwarc or business methods.”

Bascd on public feedback, the USPTO is developing additional guidance for the Patent Examining Corps
that is designed to promote uniformity in subject matter cligibility determmations across all technology
areas. The USPTO is planning to issue this additional guidance within the next month. The USPTO will
continuc to scck public feedback and work with our stakcholders in refining our cxamination guidance
and we will continue to make all of our guidance material public.

2) What steps is the PTO going to take to ensure that examiners apply the final standards
consistently, and how specifically will the PTO assess consistency?

USPT(O Response:

Onee additional subject matter cligibility guidance is issued, the Patent Examining Corps will be trained
on the guidance to ensure that examiners apply the guidance correctly and consistently. The consistency
in which the guidance is applicd will be asscssed by the Office of Patent Quality Assurance (OPQA),
which maintains a staff of cxamination cxperts to conduct in-depth reviews of examiner work products, to
cvaluvate findings, and to assist the Patent Examining Corps in the development and implementation of
data-driven quality improvement initiatives.

3) Does PTO have any recommendations for amending Section 101 to help in this area?

USPT(Q Response:

‘While the USPTO does not have any specific recommendations for amendments at this time, we will
continue to actively engage within the Administration and with Congress and our stakeholders to identify

and review possible legislative alternatives that would etfectively serve to clarity patentability issues and
otherwise benefit our patent system.
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