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Via Electronic Mail: rceoutreach@uspto.gov, Raul. Tamayo@uspto.gov ,

Attn: Raul Tamayo

United States Patent and Trademark Office
Mail Stop Comments—Patents

Office of Commissioner for Patents

P.O. Box 1450

Alexandra, VA 22313-1450

Re:  Request for Comments on Request for Continued Examination (RCE) Practice, 77 Fed.
Reg. 72830 (Dec. 6, 2012)

Dear Acting Under Secretary Rea:

IEEE-USA submits these comments in response to the above-captioned Request for
Comments on RCE Practice. IEEE-USA is the United States unit of the IEEE, the world’s largest
professional association for technological professionals. IEEE-USA has 210,000 members,
largely electrical, software, electronic, mechanical, and biomedical engineers, working in
thousands of companies from the largest and most-established to the smallest and newest.
IEEE-USA seeks to represent the interests of its members, their careers, and their ability to create
the next generation of America’s companies and jobs. Efficient operation of the patent system is
one of the keys to that future. IEEE-USA believes that the entire patent examination system
would operate more efficiently if the PTO observed the requirements of the Administrative
Procedure Act, Paperwork Reduction Act, Executive Order 12,866, and OMB’s Bulletin on
Agency Good Guidance Practices with greater care. We write to offer some observations on how
the PTO could simultaneously reduce RCEs, reduce its cost per patent application, improve
compliance with the law, reduce paperwork burden on the public, and operate more efficiently to
meet internal performance goals.

IEEE-USA is generally supportive of the PTO’s efforts to reduce the filings of RCEs
(especially multi-RCE prosecution), because of the effect on the patent application and appeal
backlog. However, the PTO’s efforts to date have been tantamount to “nibbling at the edges.”
IEEE-USA believes that there are several structural features of PTO examination practice and
policy that drive the bulk of extended-RCE prosecutions.

The Institute of Electrical and Electronics Engineers, Inc. - United States of America
2001 L Street, N.W., Suite 700, Washington, D.C. 20036-5104 USA
Office: +1 202 785 0017 ® Fax: +1 202 785 0835 ® E-mail: ieeeusa@ieee.org ® Web: http:/ /www.ieeeusa.org
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Fundamentally, reducing RCEs comes down to increasing the effective exchanges between
applicants and examiners, and improving their incentives:

e for both examiner and applicant to reach agreement;
e to consider issues with completeness, care, and precision;

e to disclose the information (both facts and the analysis of facts) needed to reach
agreement—it is particularly crucial that the party that bears the initial burden of going
forward gives a fully-reasoned explanation and statement of reasons and bases; and

e to fully and carefully understand and consider each other’s positions, and to provide
written responses so that differences can be identified and resolved. “Answer all material
traversed” is one of the most important obligations of an agency under the Administrative
Procedure Act, and one of the key principles of examination that is most often “deficient.”

The practical reality is that applicants have great incentive to do all four—patent
prosecution is a very cost driven area of law. However, as we discuss in Attachment A, § 2.2, the
PTO’s current compensation system provides examiners with considerable incentives to delay.
The MPEP states procedures that should expedite the process—but in many instances, the actions
that examiners write demonstrate passive failure or active refusal to follow those procedures, and
supervisory staff from SPE to T.C. Director to Petitions Examiner have at times stated in
telephone calls and in written decisions that they refuse to enforce those written procedures.

IEEE-USA’s view is that the high rate of RCE practice of the last few years flows largely
(but not entirely) from two factors that are entirely within the PTO’s control:*

e Insufficient PTO’s compliance with procedures and administrative law, and

e a misguided focus on cycle time and “efficiency” in generating Office actions, with too
little focus on concluding prosecution.

IEEE-USA is not alone in this view. For example, the American Bar Association noted in its
letter? on fee-setting of November 1, 2012—

The Section has heard complaints from members of the patent applicant
community that the large majority of multiple-RCE applications arise because the patent
examiner fails to productively engage with the applicant.” Two independent analyses of
USPTO appeal data have found that 80% to 85% of appeals are decided in applicants’

! RCEs are excessive in part because of the increasing complexity of inventions and patent
applications. That is neither bad nor controllable. It’s simply a fact reflecting increasing sophistication of
technology, and the PTO should adapt its procedures to deal with it.

2 ABA Section of Intellectual Property Law to David Kappos, Comments on Setting and Adjusting
Patent Fees http://www.uspto.gov/aia_implementation/comment-aba_ip.pdf (Nov. 1, 2012). See also
presentation to OMB OIRA by twenty technology companies, June 15, 2007,
http://www.whitehouse.gov/sites/default/files/omb/assets/omb/oira/0651/meetings/619-3.pdf, Attachment
F, starting at PDF page 3
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favor,® which lends support to the anecdotal view of the attorney community that extended
RCE practice can be attributable to the patent examiner’s handling of the application,
rather than a reticence on the part of applicants to promptly conclude examination.
Therefore, absent more definitive data, the Office should not presume the applicant drives
RCE filings.

... [W]hen an examiner fully searches the application for the first Office action,
fully considers the claim language, and writes an Action that communicates the examiner’s
reasoning clearly, prosecution almost never drags on. The overwhelming majority of
extended prosecution applications arise from only two causes: either the examiner rejects a
meritorious application for failure to complete all procedural requirements for
consideration of the applications, or the examiner doesn’t explain the basis for the rejection
to clearly communicate to the attorney so that the attorney knows when to give up. While
the Section fully understands that in some cases the fault lies with the attorney, our
experience is that the quality of examination, and the quality of explanation in Office
actions has fallen in the last ten years....

In turn, those two factors seem to be driven largely by the PTO’s compensation scheme
(see Attachment A, § 2.2 starting at page 18).

IEEE-USA believes that RCEs could be remarkably reduced if the PTO adopted the
recommendations offered in IEEE-USA’s Extended comments and recommendations (Attachment
A) to improve the quality and thoroughness of examination from the first action forward, to
provide incentives and management oversight to ensure that examiners are incentivized for the
four objectives we listed above, to ensure that every rejection is always procedurally complete, to
motivate quality over quantity, and to motivate early resolution rather than extended prosecution.
Over the course of a year or so, putting more effort up front should start to pay dividends in
overall cost reductions, and reduced errors.

Because the written procedures and laws largely exist, IEEE-USA suggests that all that is
required is a commitment to implementation and enforcement by the Office of Patent Examination
Policy and line management. To get that commitment, IEEE-USA suggests that compensation
schemes for examiners and managers be retuned to incentivize the four bullets we set out at page 2
above, and to withdraw the incentives that the current “count” compensation scheme provides to
PTO employees to evade them (discussed in Attachment A, § 2 starting at page 15). In addition,
IEEE-USA submits Attachment B, Attachment C, Attachment D, and Attachment E with proposed
changes to certain sections of the Rules of Practice and the MPEP that would help to accomplish
these objectives.

To summarize some of our recommendations:

e We answer several of the specific questions posed in the Request for Comments in
Attachment A, § 1 starting at page 11.

® Kip Werking, 75% — The Real Rate of Patent Applicant Success on Appeal, IP Watchdog, May 2,
2012, www.ipwatchdog.com/2012/05/02/75-the-real-rate-of-patent-applicant-success-on-appeal/id=24525
(79% of appeals are successful); Ron D. Katznelson. Comments submitted to OMB and PTO under the
Paperwork Reduction Act on PTO appeal rules, ICR No. 200809-0651-003 (November 17, 2008),
http://www.reginfo.gov/public/do/DownloadDocument?documentID= 95757&yversion=1 at Figure 2, page
3 (80% of appeals are successful at Pre-Appeal or Appeal brief stage, before reaching the Board).
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e Examiner and supervisory “counts” and production unit definitions should be retailored to
align incentives with the PTO’s goals of end-to-end efficiency, rather than churning of
Office actions:

0 |IEEE-USA believes that the PTO’s *“count” and “production unit” metrics and
compensation systems are counterproductive, as we discuss in Attachment A, 8 2.2
starting at page 18.

0 RCEs would decline if the examiner “count” system were modified to reward
examiners for concluding examination, not extending it, as we discuss in § 2.3 starting
at page 19.

o0 RCEs would decline if examiner counts were scaled with application complexity, as we
discuss in § 2.4 starting at page 19.

0 RCEs would decline if supervisor compensation metrics were recalibrated to
incentivize efficiently concluding examination, as we discuss in § 2.5 starting at page
21.

0 RCEs would fall if the 2009 redocketing of RCEs were rescinded, as we discuss in
§ 2.6 starting at page 21.

e 37 C.F.R. § 1.104(c) should be revised to state an unambiguous requirement that an
examiner must provide a clear written explanation for every material issue, including
limitation-by-limitation consideration of claim language (see 8 3.1 at page 24).

e The PTO should improve compliance and enforcement of 37 C.F.R. §1.104(c)(2),
requiring precise disclosure of the examiner’s analysis of references (see § 3.2 at page 29).

e The duty to “answer all material traversed” is a near-absolute obligation set by the
Administrative Procedure Act, 5 U.S.C. § 555(b), not a “should” recommended practice—
MPEP § 707.07(f) should be revised to clarify that duty, and that no Action may be made
final if there is any failure to answer an applicant’s argument (see § 3.3 at page 29).

e The PTO should set clear and enforceable standards for completeness required for final
rejection and to survive Pre-Appeal. Any omission in a purportedly-final action (omission
of claim language, omission of an element of a required legal showing, etc.) should prevent
final rejection, and should result in per se grant of reopen on Pre-Appeal (see § 3.4 at page
30, and Attachment C).

e RCEs would be reduced if Pre-Appeal conferees were required to provide a written
explanation of all grounds referred to the Board, not a single all-or-nothing “X” (see § 3.5
starting at page 32).

e The PTO should add a fair restatement of the Federal Circuit’s definition of “new ground
of rejection” to the MPEP, and enforce standards for premature final rejection (see § 3.6 at
page 32 and Attachment D).

e RCE’s would be reduced if the petitions process were a reliable way to seek enforcement
of the PTO’s regulations governing its own conduct. The petitions process is not reliable.
One source of that unreliability would be removed if the PTO included a written statement
of the scope of petitionable subject matter jurisdiction, as we recommend in 8 3.7 at page
38, and in Attachment E).
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e The PTO should reiterate to its employees that obligations of PTO employees stated in the
MPEP are binding on and enforceable against examiners, and waiver requires formal
clearance—there are no on-the-fly exceptions (see § 3.8.1 at page 39).

e RCEs would be reduced if the rejection form paragraphs were updated to provide more
“handholding” (see § 3.9 starting at page 46).

e MPEP § 2144.03(C) creates unwarranted RCE’s and delay by misstating the law of intra-
agency Official Notice—Official Notice is adequately traversed by simply “calling for”
substantial evidence under 37 C.F.R. 8 1.104(d)(2) (see § 3.10 at page 46).

e 37 C.F.R. § 1.111(a)(2) should be returned to its pre-2004 state, allowing supplementary
amendments until they would “unduly interfere” with examination (see § 3.11 at page 49).

e MPEP 88 2106(11)(C) and 2111.04 should be corrected to accurately state the law and give
ascertainable standards for certain “questionable” claim language (see § 3.12 at page 51).

e RCEs would be reduced if the PTO published its internal examination memoranda (see
§ 3.14 starting at page 54).

e The PTO should improve supervisory enforcement of existing guidance and regulations
(see § 4 starting at page 55).

e The PTO should implement the Good Guidance Bulletin issued by the Executive Office of
the President in 2007 (see § 5 starting at page 57). IEEE-USA has brought this directive to
the PTQO’s attention on several occasions—IEEE-USA is surprised at the PTO’s continued
failure to implement a directive issued on the authority of the President, especially when
the Bulletin sets procedures and policies that would advance the goals the PTO professes to
seek.

e RCE’s would be reduced if the “in process review” metric were improved and made more
transparent (see § 6 starting at page 58).

Each of these recommendations reinforces the other, both negatively and positively. For
example, the gradual erosion of PTO process during the early 2000s on each point in § 3 has led to
a vicious circle, leading to further backlog, which the PTO attempts to overcome by further
eroding its processes. IEEE-USA’s experience in multiple organizations gives us great confidence
that focus on process can also lead to virtuous cycles: if both parties put their cards on the table
when they bear the burden, the PTO’s processes (as they existed before 2000 or so) are arranged
so that disclosure without reciprocity does not hurt the disclosing party, and those processes are
followed and enforced, further disclosure becomes easier, and PTO processes will become more
efficient. IEEE-USA recommends three principles that should be embedded in examination—
(a) the PTO bears the burden of proof, and (b) examiners are not penalized by estoppel for what
they do say, even if it’s incorrect, but (c) examiners act illegally in what they don’t say.
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IEEE-USA thanks the PTO for considering these comments in reviewing its procedures to
reduce RCE filings, paperwork burdens, regulations, guidance, and practices. We would welcome
any further discussions with the PTO on these matters.

Respectfully submitted,

ha s AAGHE

Marc. T. Apter Keith Grzelak
2013 President Vice President for Government Relations
IEEE-USA IEEE-USA
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1. ANSWERS TO SPECIFIC QUESTIONS

We begin by offering answers to several of the specific questions in the Notice. Questions
11, 6, and 1 set the background for the rest of our recommendations. Other specific questions not
addressed in this Section are addressed in subsequent Sections.

1.1. Question 11: Do you have other reasons for filing an RCE that you would like to
share?

There are two classes of RCEs: “good” RCEs that arise for necessary and proper reasons,
where both applicant and examiner are doing their jobs correctly, but neither has perfect foresight
or 100% complete information, and “bad” RCEs that arise because one or the other isn’t doing his
or her job with care or attention to concluding matters. Good RCEs arise because:

e The examiner discovers prior art against the first set of claims, the applicant amends, and
then the examiner discovers further art against the amended claims.

e Prior art arises from a foreign jurisdiction or otherwise comes to the attention of the
applicant (or examiner).

e A new decision of the Federal Circuit or Supreme Court changes the law.

e The applicant needs additional time to develop convincing comparative data or other
information that was not available before the six month deadline. This may also include a
need to amend a claim based on new information.

A few “bad” RCEs arise because the applicant overlooks some important fact. Those of us
that review file histories regularly (because of litigation or opinion work) note that this is
infrequent. Often, when the applicant makes an error of this sort, the examiner had invited the
error by giving an incomplete explanation.

However, the PTOs own appeal statistics’ align with the anecdotal impressions of the
authors of this letter, that most “bad” RCEs arise because the examiner fails to engage with the
application, fails to answer all material traversed, persists in an erroneous view of the law, insists
on standing on personal opinion of a fact and will not accept that the burden of proof favors the
applicant until the examiner comes forward with evidence, or the like. The PTO’s compensation
scheme and lax management oversight combine to give examiners strong incentives to simply
stand on past positions, and to not reanalyze their own work or the facts. When an applicant has a
valuable invention or patent application, the attorney is under an ethical obligation not to surrender
subject matter to which the applicant is entitled by law.

Poor Office actions can lead to “bad” RCEs because the applicant and examiner are
fighting two different battles. In one example scenario, the applicant might have the absolutely
clear (and correct) view that the Action fails to make a showing with respect to claim element or
legal element X. However, the examiner has a clear (but uncommunicated) view that the claim is
allowable with additional element Y added. The applicant is unwilling to back down on point X,

* See footnote 3.
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because the Action doesn’t communicate the real concern, and neither party knows what
concession the examiner would accept and that the applicant would be willing to make.

Many of the reasons for RCEs are explained in the letters that the PTO received in 2006 in
connection with the proposed regulation to limit continuations. We suggest that the PTO may
wish to review those letters again.’

1.2. Question 6: When considering how to respond to a final rejection, what factor(s)
cause you to favor the filing of an RCE?

Almost no applicant ever wants to file an RCE or an appeal. Since prosecution is so
lengthy and costly, and the legal practice of prosecution is so cost-driven, clients strongly prefer to
resolve matters quickly. Appeals and extended RCEs arise because the applicant is convinced that
the examiner is wrong, and that the value of correcting the examiner’s error is more than the cost
of an appeal or RCE.

When an application reaches one of the points we outlined in our answer to Question 11,
there are only three options:

1. abandon subject matter that the applicant believes to be an entitlement under law, This in turn has
three sub cases:

1(a) terminal abandonment,

1(b) accept the allowed claims, and abandon the broader subject matter to which the application is
entitled, or

1(c) accept the allowed claims, and pursue the broader subject matter in a continuation,
2. file an appeal, or
3. filean RCE.
Among these three options, applicants make their decisions based on cost-benefit analyses.
Applicants tend to file “good” RCEs in the following circumstances:

e when claim amendments are needed to differentiate over the prior art and address the
examiner’s positions,

e when new prosecution issues arise,

e when a declaration or Information Disclosure Statement is necessary,

e when more time is needed to gather data for an affidavit, and

e when there is a desire to place the application in better condition for appeal.

Practitioners are more likely to file an RCE application when an advisory action indicates that
proposed amendment trigger a need for further consideration/searching. The likelihood that an
RCE application will be necessary increases when the “two months after final rejection” date has
passed.

Practitioners tend to file “bad” RCE’s:

> See public comments at: www.uspto.gov/ip/rules/comments/continuation_comments.jsp.
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when the examiner has been silent on a material issue—has failed to consider claim
language, has failed to set out findings on a required element of a legal test, etc—and the
SPE and/or ombudsman and/or T.C. Director have declined to compel the examiner to
provide an action that states findings on all material issues.  Appealing where the
examiner has stated an erroneous position is easy; appealing from a silence is very
difficult, because the attorney must address every possible source of disagreement (claim
interpretation, content of the reference, application of the law to the facts). It’s often
cheaper to file an RCE to “smoke out” a position of a reluctant examiner than to go straight
to appeal.

1.3. Question 1: If within your practice you file a higher or lower number of RCEs for

certain clients or areas of technology as compared to others, what factor(s) can you
identify for the difference in filings?

In our collective experience, examiners and art groups that have lower RCE filings have

one or more of these characteristics:

their first searches are complete and were conducted with the specification as well as the
claims in mind, so that the art applied in a first action is likely to lead to conclusion;

all explanations of rejections are complete and apply the law intelligibly, so that an
applicant either agrees with the examiner’s view and amends to conclude prosecution, or
else the applicant can identify the precise point of disagreement so that the applicant can
provide well-targeted arguments;

they suggest allowable subject matter and/or amendments—again, if the examiner’s view
IS correct, prosecution concludes, and if the examiner’s view is incorrect, the suggestion
helps clarify where the examiner perceives something different than the applicant;

they answer all material traversed; and

they consult MPEP Chapter 2100 or recent case law regularly, to ensure that their views of
the law are correct, rather than relying on memory or the view of a colleague.

Examiners with higher-than-average rates for “bad” RCEs tend to have one or more of the
following characteristics—usually these characteristics cluster together in individual examiners:

they look at claims either as a set of a few isolated words, or paragraph-by-paragraph,
rather than precisely, limitation-by-limitation;

they do not answer all material traversed;

they rely on personal opinion of the law and consider it inappropriate when an applicant
requests the examiner to carefully consider the guidance in the MPEP; and

they have supervisors that tolerate the previous three characteristics.

Older technologies tend to fall into the earlier categories. The “culture” of the “old” PTO tends to
favor the care, precision, and procedure of the earlier set. Newer technologies, particularly the
“business methods” art groups of 3680 and 3690, tend to fall in the latter.

Several IEEE-USA members note that the PTO’s After Final Consideration Pilot

effectively enhances examiner education to facilitate productive progress toward agreement
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without the need for an appeal or an RCE application. IEEE-USA supports broader
implementation of the After Final Consideration Pilot.

1.4. Question 2: What change(s), if any, in Office procedure(s) or regulation(s) would
reduce your need to file RCEs?

Specific change suggestions are discussed in greater detail elsewhere in this Attachment A.
Briefly, the PTO should reform examiner and supervisor compensation metrics to align incentives
with PTO policy objectives, and to reduce incentives for driving applications into extended RCE
practice. RCEs may be avoided by an examiner’s suggestion of claim amendments and/or
identification of allowable subject matter. The count system should be amended to encourage
examiners to issue second action non-final rejection for clarifying amendments, rather than
rushing to final.

Often the need to cite new art (whether by the examiner or the applicant) and to have due
consideration of that art necessitates the filing of an RCE. A number of members expressed
frustration that new art is often cited by an examiner in a final Office action, or the second action
is automatically made final even if the applicant’s actions did not warrant the final rejection. A
program allowing submission of Information Disclosure Statements without filing an RCE,
particularly in instances where the art was cited in a related, but not family member case and
foreign applications in the same family, would decrease the number of RCE applications.
Additionally, comprehensive searches embracing all embodiments of the claimed invention may
minimize the need to cite additional art and serial prior art rejections.

Many responses note that the inability to conduct an examiner interview, enter clarifying
amendments, and/or evidence after final rejection often necessitate the filing of an RCE. Several
responses point out that a new rejection is often raised in a final rejection, necessitating an RCE
application to enter necessary claim amendments and/or evidence to address the new rejections.
The After Final Consideration Pilot® should be made permanent to enable further examiner
training to facilitate resolution of fairly minor issues and clarifying amendments to expedite
allowance. We are troubled that despite this program, examiners’ incentives for issuing After
Final Actions are de minimis and that their share in examiner actions tends to decline year-over-
year: from 7.5%, to 6.5% and to 5.9% in FY 2009, FY 2010 and FY 2011 respectively.’

IEEE-USA offers a number of recommendations, which fall into four general classes:

e The PTO should reform examiner and supervisor compensation metrics to align incentives
with PTO policy objectives, and to reduce incentives for driving applications into extended
RCE practice (discussed in § 2 starting at page 15)

e The PTO should add additional requirements to 37 C.F.R. § 1.104(c) and the MPEP to
require examiners to fully consider the issues, and provide written explanations, so that
poorly-framed rejections do not bog the system down, and well-framed rejections are
squarely communicated to applicants (elaborated in § 3, starting at page 23)

® See http://www.uspto.gov/patents/init_events/afcp.jsp

" PTO “Section 10 Fee Setting — Activity-Based Information and Costing Methodology,” (Sep. 6,
2012) at www.uspto.gov/aia_implementation/aia_section_10_cost_supplement.pdf,
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e The PTO should enforce its existing guidance and regulations—granting of waivers from
examination rules by SPE’s and T.C. Directors should end (elaborated in section 4 starting
at page 55)

e The PTO should implement the Final Bulletin for Agency Good Guidance Practices,
issued by the Executive Office of the President to all agencies in 2007, and never
implemented by the PTO (discussed in section 5 starting at page 57).

As we note below, excessive RCEs are not just an inconvenience or delay, they often arise from
the PTO’s lack of adherence to legal obligations. The Administrative Procedure Act, 5 U.S.C.
8§ 555, requires written explanations for rejections and objections (at a level of completeness that
the PTO does not often enforce), and that the PTO arrange its procedures to “proceed to conclude
the matter presented to it.” The Paperwork Reduction Act, 44 U.S.C. § 3501 et seq. and its
implementing regulations, 5 C.F.R. Part 1320, require the PTO “to minimize the burden on the
public to the extent practicable. See 44 U.S.C. § 3507(a)(1)”® by common-sense means: the PTO
must ensure that papers submitted by applicants are read carefully by examiners the first time, so
that they need not be resubmitted (in the language of the statute, to ensure that submissions have
“practical utility,” 44 U.S.C. 8 3506(c)(3)(A), 5 C.F.R. §1320.3(l), and are not “duplicative,”
§ 3506(c)(3)(B)), and the like.’

2. RCEs couLD BE REDUCED IF THE PTO REFORMED EXAMINER AND SUPERVISOR
COMPENSATION METRICS TO ALIGN INCENTIVES WITH PTO POLICY OBJECTIVES

“You manage what you measure.” |IEEE-USA applauds the PTOQO’s initiatives in
developing metrics, measuring based on those metrics, and managing to metrics. The PTO
Dashboard shows a commitment by the PTO to managing its business, and the PTO’s movement
toward transparency in its management process.

However, IEEE-USA believes that some dysfunction at the PTO arises from the use of
poorly targeted metrics. We believe that in certain instances, the PTO measures the wrong or
incomplete attributes and therefore manages the wrong thing. Many of these unhelpful metrics
arise because they are based on something convenient instead of something meaningful.
Examples include “UPR production units” and *“counts” which are not corrected or adjusted by
other important attributes of the work involved. This unadjusted metric measures—and thereby
incentivizes—inefficiency by PTO employees. Many of the problems that plague the PTO and the
public would disappear quickly if the PTO shifted to metrics that align with the public interest in
completed examination of patent applications.

Examiners, Supervisory Patent Examiners, and Technology Center Directors all have
compensation formulae based on the quotas established by the “count” system, and by meeting
internal deadlines. As they are currently implemented, these compensation metrics undermine
quality performance and proper performance of the agency’s functions.

For at least a decade, PTO management has focused on maximizing “production units” and
“counts”—that is, “efficiently” issuing Office actions that serve to churn the count meter, not

8 Dole v. United Steelworkers of America, 494 U.S. 26, 32 (1990).
°44US.C.8§ 3506(c)(3), § 3507(a), (b), 5 C.F.R. § 1320.9, § 1320.10(a), (b).
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always concluding examination.® As W. Edwards Deming predicted, reliance on quotas instead
of incentives has been counterproductive. IEEE-USA urges the PTO to implement a Deming-like
“continuous improvement process.”* Particularly relevant is Deming’s principle No. 3:

Cease dependence on inspection to achieve quality. Eliminate the need for massive inspection by
building quality into the product in the first place.

That is, the frequency and severity of error, and the effort necessary to have it corrected, are
reduced when a system has robust error-prevention and error-correction processes, but all three
grow rapidly when processes are relaxed. The PTO can simultaneously reduce RCEs and improve
PTO productivity by replacing its misguided focus on maximizing Office actions with a focus on
concluding examinations. The PTO should relieve examiners of unrealistically short deadlines,
and give them the more time, incentive, and management accountability to examine applications
thoroughly and precisely at each step of the process. The PTO should make clear that the PTO
does not want examiners to meet quotas by generating low-quality Office actions that inevitably
inflate RCEs (and coincidentally impose paperwork burdens on the public that are incompatible
with the Paperwork Reduction Act).'

2.1. Background: the statutory, regulatory, and internal PTO compensation quid pro
quo of patent examination

The Patent Act and the PTQO’s regulations establish three quid pro quos.

e First, when an application is filed, the PTO charges base examination fees plus additional
fees set at levels requested by the PTO to scale with examination effort. In return,
regulations and MPEP guidance require the examiner to perform complete and careful
examinations.

e Second, if two rounds of examination do not conclude examination, the applicant may file
a Request for Continued Examination (RCE) in return for an additional fee, thus securing
two additional rounds of examination.

e Third, the PTO awards the examiner a specified number of “counts” in return for
performing a complete and careful examination of the original application or an RCE.
These production credits affect compensation, promotion, and bonus payments, and hence
retention.

For each initial application or RCE, an examiner gets counts for the examiner’s First Action on the
Merits (FAOM) and “disposal,” which is not the same as concluding examination. “Disposal”

1 One particularly stark demonstration of this misguided management view was the 2004
amendment to 37 C.F.R. § 1.111 to restrict supplementary amendments that would advance prosecution for
both the applicant and the examiner, but add some additional time for the next action. We recommend
rescission of this amendment at section 3.11 starting at page 50.

1 W. Edwards Deming, Out of the Crisis. MIT Press (1986). A useful summary of Deming’s
Fourteen Principles may be found at http://en.wikipedia.org/wiki/W._Edwards_Deming

2 prof. Hollaar made similar recommendations in Made to Measure: How an antiquated
performance measure leads to bad patents, http://digital-law-online.info/papers/lah/MadeToMeasure.pdf.
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followed by an RCE means only reaching one of the waypoints at which the PTO charges an
additional fee.

The first two quid pro quos create a pair of potential conflicts of interest. First, if they are
not adequately supervised, examiners earn the same counts for low- and high-quality Office
actions. This incentivizes low quality and creates a significant supervisory burden. Second, the
PTO can increase fee revenue by forcing applicants to file RCEs to obtain the same examination
already paid for in the original fees. Because examiners also earn counts by forcing RCEs, the
incentives of the PTO and its examiners are aligned, but in perverse ways that are adverse to
applicants and performance under the PRA. The first conflict of interest can be avoided either with
effective supervisory oversight or stringent conditions governing examination quality. In the
experience of IEEE-USA members, these conditions are often not met in practice, which means
that both quid pro quos are violated.

The third quid pro quo is undermined by the assignment of a fixed “examination budget”
for each application irrespective of application complexity. Because the PTO’s count system gives
examiners the same number of counts for every application without regard for complexity, they
are penalized for examining complex applications responsibly.*

Like everyone else, examiners respond to the incentives of their compensation system, and
the PTO’s compensation system emphasizes piecework rather than the efficient conclusion of
prosecution.™ Examiners earn counts with little regard to whether an action is correct or incorrect,
complete or incomplete, careful or perfunctory. An examiner gets a count for sending a rejection
letter, whether that letter rejects a “bad” claim that should be rejected, or a good claim that should
be allowed, whether the letter explains the examiner’s views or leaves the applicant guessing.’
There were slight modifications to the count system in the fall of 2009, but they still reward an
examiner for stretching out prosecution, not for concluding it, and they reward supervisors for
tolerating low quality examination.

3 PTO scales examination budgets by technologies — for example, complex biotech patent
applications receive more time than simple mechanical devices. However, we understand that it’s been
several decades since the PTO adjusted its scaling factors to keep pace with increasing complexity in some
technological areas. Examiners no doubt understand the irony: when they examine complex applications,
their compensation is unchanged but PTO, which charges more, makes additional revenue that is not
passed to support additional examiner time.

1 Many examiners use informal communications means, such as reviewing claims sent by email or
calling applicant attorneys to work out claim language, to drive toward successful resolution. Many do not.
The less-communicative examiners seem to be concentrated in certain specific art units and Technology
Centers, where the culture is less precise and less cooperative.

> The Court of Appeals for the Federal Circuit has complained about PTO’s tendency to not reveal
the basis for its adverse decisions. See, e.g., In re Oetiker, 977 F.2d 1443, 1449, 24 USPQ2d 1443, 1447
(Fed. Cir. 1992), Plager, J., concurring (“The examiner cannot sit mum, leaving the applicant to shoot
arrows into the dark hoping to somehow hit a secret objection harbored by the examiner”).
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2.2. The PTO’s internal compensation system is misaligned with the goal of reducing
RCEs (and with the PTQO’s obligations under the Paperwork Reduction Act)

In telephone interviews, many examiners understand the word “efficient” to mean “get the
next action out, good or bad,” not “get to a conclusion.” In interviews, some examiners have
noted that the claims currently pending are easy to examine—because they are easy to reject—and
will then be quite reluctant to allow a supplementary amendment that clears up the problems and
would move the application forward.

Similarly, some of our attorney members have had the experience of telephoning an
examiner after an application appears “stuck.” After some discussion, the examiner all but
concedes that he or she overlooked a key fact (typically claim language that the examiner had not
appreciated). The examiner states that he or she will fully consider the issue if the applicant files
an RCE, thus giving the examiner two more opportunities to earn counts and generating more fee
revenue to the PTO. When the attorney points out that the PTO rules required the examiner to
consider the issues carefully in the first round, the examiner gives a three word answer: “File an
RCE.” The quid pro quo of improper and unnecessary fees, delay, and loss of patent term in
return for examination that was due but not given and counts that were not earned is never stated
expressly, but the examiner makes the implied threat crystal clear.*®

Stephen Kunin, the former Assistant Commissioner for Patent Examination Policy gave a
talk at the April 2007 meeting of AIPLA, in which he stated as follows:*’

The situation is basically that examiners have no liability for bad quality.

A lot of some of the problems that the PTO are facing they can solve by doing examination
right the first time, and eliminating a lot of paper pushing. ... There’s a lot of work that is out
there caused because examiners force RCEs, or force continuations, or force the filing of
divisional applications. ...

... I think there are ways that examiners can be incentivized to be more productive. ...

“Compact prosecution” | think is something that the PTO really has to take seriously. It means
a thorough search and examination of all claims, and a search of subject matter reasonably
expected to be claimed, a complete first Office action, and an early indication of allowable
subject matter. ...

Where regulations and guidance set minimum criteria for examination at each stage, line
management is often highly reluctant to enforce those regulations and guidance, an observation
that is fully consistent with their financial incentives (we discuss this further in section 4 starting

' Recent procedural changes make continuations preferable to RCEs to examiners, but the

incentive lessons are the same. See also Courtenay Brinckerhoff, Foley & Lardner, Holding The USPTO
Accountable For The RCE Backlog, PharmaPatents blog,
http://www.pharmapatentsblog.com/2012/05/22/holding-the-uspto-accountable-for-the-rce-backlog/  (May
22, 2012) (The 2009 realignment of the count system *“gives examiners no incentive to work on an RCE.
Indeed, one examiner suggested that we file a continuation application instead of an RCE, to make it more
likely that examination would proceed in a more timely manner.”)

" Public remarks of Stephen Kunin, former Deputy Assistant Commissioner for Patent
Examination Policy, PTO “Town Hall” Meeting, New York, NY, April 7, 2006, CD available from
AIPLA, file 12_Town_Hall.mp3, time stamps 32:30 to 38:50.
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at page 55). Indeed, there is no reason to expect supervisors to act in ways that are contrary to their
financial interests.

This combination of unhelpful incentives ensures that examiners and supervisors alike
have little reason to advance applications to a conclusion. This results in a great many RCEs.
Further, they create substantial paperwork burdens that can be classified as either lacking in
practical utility (because the examination corps declines to act on sufficient information when it
can secure more compensation through delay) or unreasonably duplicative (because the
information applicants have to provide in the second and subsequent rounds is no different than
what they provided initially), in violation of the Paperwork Reduction Act. PTO management is
under both a management obligation and legal obligation to take these problems seriously.

2.3.  RCES would decline if examiners were rewarded for concluding examination,
not extending it

IEEE-USA recommends several changes to examiner incentive structures that would
reduce RCEs and the PTO’s backlog while simultaneously reducing paperwork burdens that lack
practical utility or are unreasonably duplicative, to improve compliance with the Paperwork
Reduction Act.

There are several ways to do this. In order of preference, IEEE-USA proposes the
following:

e At conclusion of examination (whether allowance or terminal abandonment after the
applicant accepts the reasons for rejection), the examiner could be rewarded with an
additional number of counts (in addition to those awarded today for piecework).
Preferably, this number should scale with the complexity of the application (as we discuss
in Section 2.4), but not with the number of counts awarded on a piecework basis. This
would remove a considerable fraction of the incentive for extended RCE practice that
examiners have today.

e Of the current number of counts awarded for each action on today’s piecework basis, half
could be held in a reserve account, and credited to the examiner only when examination
concludes. This would provide less incentive to reduce extended RCE prosecution than
the previous alternative, but it may be easier for the PTO to implement, since the “value”
of each count will remain the same.

These reforms would increase incentives to conclude prosecution, and reduce incentives to run up
additional RCEs.
2.4. RCES would decline if examiner counts were scaled with complexity

Examiners should get counts that scale with the complexity of the application, especially
the complexity for which the PTO charges fees. This would help restore one of the three quid pro
quos on which efficient examination depends.
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The PTO recently gave a comprehensive report to the Patent Public Advisory Committee,
in which it stated its assessment for its cost structure,'® including an identification of those features
of applications that create additional examination cost, and a numerical estimate for the
appropriate fee to charger for those features. However, the PTO has not proposed to give
examiners extra time to examine more complex applications. No matter what the attributes of the
application, the count reward to an examiner remains the same for each application. It is hard to
understand why the PTO believes complexity should lead to fees that can multiply a filing fee up
to tenfold for a complex application, but not pass this through to examiners in greater
compensation or examination time.

The examiners’ union supported such a change as long ago as 2005. In a hearing before
Congress,™ the president of the union noted that
[a]pplicants pay substantial fees for excess claims, large specifications and information disclosure

statements. Examiners must be given time proportional to these fees to ensure that applicants will
get what they have paid for.

If examiner counts and other measures of PTO workflow were calibrated by complexity, the
efficiency of examination would increase, RCEs would decrease, and paperwork burdens that lack
practical utility or are unreasonably duplicative would be reduced. One of our members has
pointed out some ways to correct the obsolete count system® and another has proposed to the PTO
a detailed methodology for measuring and empirically deriving a small set of application
complexity attributes and a formula for a “Count Correction Factor” accounting for such
complexity factors to be applied in the Examiner Count system.?.

18 http://www.uspto.gov/aia_implementation/fees.jsp. This is at least the second such study. In
1999, Congress ordered PTO to analyze its cost and fee structures to better align its operations with the
needs of inventors. American Inventors Protection Act of 1999, Pub. L. No. 106-113, 113 Stat. 1501,
1501A-555, § 4204 (directing PTO to “conduct a study of alternative fee structures that could be adopted
[by the Office] to encourage maximum participation by the inventor community in the United States.”).
The results of that study are reported in part at
http://www.uspto.gov/web/offices/com/strat21/action/sr1frl.htm. The PTO proposed fee increases, but did
not adjust examiner time budgets.

9 Testimony of Mr. Ronald J. Stern, President, Patent Office Professional Association (POPA),
Review of U.S. Patent and Trademark Office Operations, Including Analysis of Government
Accountability Office, Inspector General, and National Academy of Public Administration Reports,
Hearing before the Subcommittee on Courts, the Internet, and Intellectual Property of the Committee on the
Judiciary, House of Representatives (Sep. 8, 2005), Pub. Ser. No. 109-48, 23-324.pdf, at page 149.
http://commdocs.house.gov/committees/judiciary/hju23324.000/hju23324_0f.htm.

20| ee Hollaar, Made to Measure: How an antiquated performance measure leads to bad patents,
http://digital-law-online.info/papers/lah/Made ToMeasure.pdf.

21 Ron D. Katznelson, Comments on Enhancing the Quality of Examination, pp. 7-13,
(March 8, 2010). http://www.uspto.gov/patents/law/comments/katznelson10mar2010.pdf
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2.5. RCEs would decline if supervisor compensation metrics were recalibrated to
align supervisor incentives with efficiently concluding examination

Supervisors’ compensation systems should be structured around examinations that are
concluded (allowance, appeal decision by the Board in favor of the examiner, or terminal
abandonment), and no credit (or only very small credit) should be given for the piecework
“counts” of MPEP § 1705.

MPEP § 1704 suggests that examiners’ first- and second-level supervisors (Supervisory
Patent Examiners (SPEs) and Technology Center Directors) are rated based on the same “counts”
as examiners. If that is true, it gives them a direct financial incentive to allow examiners to write
low-quality Office actions that do not move issues forward. Many SPEs and T.C. Directors look
past that financial interest in low quality and encourage examiners to generate complete work
product. However, IEEE-USA members report that some of them appear to act solely in
accordance with their personal financial interest and show no apparent qualms about approving
low-quality examiner rejection actions, and resisting requests by applicants for complete examiner
work product.

Supervisors’ compensation systems should be structured around performance measures
that emphasize high quality in examination, and early conclusion of prosecution. It is essential to
break the chain that now rewards examiners for producing low quality and supervisors for
tolerating it. A number of plausible quality indices should be considered. For example, clearing
applications from the backlog could be incentivized by correlating supervisor compensation to
final conclusion of examination, and remove the correlation to dragging it out.. High quality
should be correlated with low rates of reversal on appeal (considering all stages of appeal, from
pre-appeal, to appeal conference, to final decision by the Patent Trial and Appeal Board—an
appeal should only favorably affect supervisory compensation if the Board affirms).

2.6. RCEs would fall if the 2009 redocketing of RCEs were rescinded

The docket reordering of RCEs of fall 2009 should be rescinded, and pre-2009 docketing
practices should be reinstated.  The 2009 changes have proven to be counterproductive to
examination efficiency, if efficiency is measured by conclusion rather than raw numbers of
actions. These deadlines shortened the deadlines that an examiner has to prepare a single next
action—but the consequence is to extend the number of months and number of rounds of
interaction that an application requires for end-to-end conclusion. To reduce RCEs, improve
overall PTO efficiency (and, incidentally, to comply with the “practical utility,” “no duplicative
collection,” and “proper performance of the agency’s functions” requirements of the Paperwork
Reduction Act), it is far more important for examiners to spend adequate time on each step in
examination, and not to force each step to meet some arbitrarily-set calendar date.

Traditionally, the PTO structured its docketing system—that is, the computer system and
schedule of deadlines that determine the order of work queued up for an examiner—so that the
work of a specific application would be compacted into the shortest calendar time. An application
might wait a long time for a first action by the examiner, but once an application entered active
consideration, it would quickly proceed from start to finish. This was important to reducing
RCEs, and reducing unreasonably duplicative paperwork burden on both examiners and
applicants. Once an examiner learns the content of an application, it is crucial to keep it moving, to
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minimize the forgetting and relearning that must occur between each separate time an examiner or
the attorney works on it.

In late 2009, the PTO changed its docketing policy, so that an application coming up for its
third, fifth, seventh, etc. consideration would be placed far down the queue of work.
Reconsideration cycles that used to take two to three months now take well over a year. In that
time, both the examiner and the applicant have forgotten how things work, what is important, and
the like. Because of the stretched time period, the 2009 redocketing increases the likelihood that
the application will be reassigned to a new examiner. It occurs far too frequently that an examiner
leaves the PTO; and the examiner (new or experienced) is assigned to prosecute an application.
Of course, the newly assigned examiner has to get up to speed on the application from scratch. In
addition, the applicant’s attorney has to do a fair amount of the teaching. Such teaching often
occurs in an examiner’s interview (which may not have been the first in this prosecution), but also
all too frequently results in yet another RCE. Thus, the 2009 docketing policy increases RCEs,
increases overall costs for the PTO, and creates unreasonably duplicative paperwork burden on the
public.

The PTO gave no plausible explanation for how new docketing policy?® would incentivize
efficient behavior by either the examiner or applicant, and did not explain how the new workflow
would align with either examiners’ or applicants’ mental processes. One prominent blog has
referred to this as a “shell game,” and described the consequences of the 2009 rebalancing in stark
terms:*

By focusing on the front-end of the examination process without considering the process as a
whole, the USPTO may have lost sight of the fact that applicants do not want an Office Action,
they want a patent. Indeed, applicants need granted patents in order to enforce their rights, secure
investments, and improve their value. As | wrote previously, permitting applications to languish
midstream in prosecution is inefficient, and drags down innovation, investment and
commercialization just as much as delaying examination of new applications. It is time for
stakeholders to hold the USPTO accountable for the RCE backlog and demand that RCEs be
examined in a timely manner.

Spreading prosecution over more years, and sending Office papers out more quickly but
with less care, is counterproductive to examination efficiency. It also imposes paperwork burdens
that lack practical utility or are unreasonably duplicative. Applicants do not benefit by receiving
low-quality rejection letters quickly. Applicants benefit when prosecution concludes with either an
allowance, or a rejection letter that fully explains the basis for rejection in a manner consistent
with statute and case law.

The 2009 docketing change generated substantial new and unreasonably duplicative
paperwork burdens, none of which has been accounted for in PTO burden estimates. It should be

22 The PTO did explain how rebalancing of counts would achieve these goals, but not how
reordering the docket would have any beneficial effect.

2 Courtenay Brinckerhoff, Foley & Lardner, Holding The USPTO Accountable For The RCE
Backlog, PharmaPatents  blog, http://www.pharmapatentsblog.com/2012/05/22/holding-the-uspto-
accountable-for-the-rce-backlog/ (May 22, 2012) (“Issuing more first Office Actions without completing
examination of pending applications is nothing but a shell game—shifting the stack of in-process
applications from one category to another.”).
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reversed. The PTO should structure its workflow to take advantage of the memory processes of
both examiners and applicants. The PTO should structure its process so that an application moves
from first consideration to last in a consolidated time period, not to maximize the number of first
Office actions.

3. THE PTO’s REGULATIONS AND GUIDANCE SHOULD BE CLARIFIED TO INCENTIVIZE
COMPLETE EXAMINATION—MANY REQUIREMENTS OF THE ADMINISTRATIVE PROCEDURE
ACT, PAPERWORK REDUCTION ACT, AND OMB’s BULLETIN ON AGENCY GOOD GUIDANCE
PRACTICES SHOULD BE EMBODIED IN WRITTEN REGULATIONS AND GUIDANCE

Many actions do not advance prosecution efficiently, because they do not reflect complete
consideration of the clams and prima facie legal elements. Perhaps the examiner thought about all
material issues, perhaps not, but in many applications, action after action omits key findings. A
complete analysis on paper always leads to clearer and more precise consideration of the claim
and reference, and improves communication. An explicit analysis on paper quickly leads to one of
three results, each one of which improves efficiency:

e Writing out findings forces more careful analysis. That closer analysis by the examiner
might reveal to the examiner that the claim distinguishes the reference, and the rejection
should not be issued at all. This saves the examiner immense time in not having to
consider the dependent claims, and (in our experience) eliminates a large fraction of all
RCEs.

e Perhaps the claim really does read on the reference. If a typical action simply contained
about 50 more words of analysis, the correspondence could be made much clearer. The
applicant could have made a reasoned decision to either amend or abandon, but for lack of
those 50 words, instead pursues an RCE or appeal.

e Perhaps the claim does not read on the reference—but without a clear explanation of the
examiner’s position, it is impossible to diagnose the examiner’s analytical error and
provide well-targeted arguments. Miscommunication, RCEs, and appeals result.

If the PTO required that every action set forth a clear and complete explanation of the ground of
rejection, the error in one position—either applicant’s or the examiner’s—would be clear, and
most of today’s extended prosecutions would end much sooner.  The Board has repeatedly
asked for element-by-element comparison of the claim to the reference:**

# Ex parte Govindan, Appeal No. 2001-0758, http://des.uspto.gov/Foia/ReterivePdf?system=
BPAI&fINM=fd010758 at 5, 2002 WL 32334569 at *3 (BPAI Nov. 15, 2002) (unpublished, emphasis in
original); see also Ex parte Luu, http://des.uspto.gov/Foia/ReterivePdf?system=BPAI&fINm=
fd2006087506-30-2006 at 4-5 (BPAI Jun. 30, 2006) (“Further, it is the examiner’s burden of setting forth a
fact-based analysis of the claim together with the prior art pointing out where the prior art teaches the
limitations of the claims under rejection. This has not happened on this record. ... If, after having the
opportunity to reconsider the record, the examiner finds that a rejection is necessary, the examiner should
clearly articulate the basis for any ground of rejection on the record being careful to insure that every
limitation of each claim is accounted for, ” emphasis added); see also Ex parte Braeken, 54 USPQ2d 1110
(BPAI 1999).
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... We would further emphasize what should be self-evident: the examiner must present a full
and reasoned explanation of the rejection in the statement of the rejection, specifically identifying
underlying facts and any supporting evidence, in order for appellants to have a fair and
meaningful opportunity to respond. ...

That should be the prevailing standard during initial examination, not just during appeal.

Many of our suggestions below are required by the Paperwork Reduction Act. The PRA
requires agencies to:

e The PTO must “reduce [burden] to the extent practicable and appropriate.” The agency
must “demonstrate that [the agency] has taken every reasonable step to ensure that the
proposed collection of information: ... [is] the least burdensome necessary for the proper
performance of the agency’s functions™*

e The PTO’s rules must be “written using plain, coherent, and unambiguous terminology”

e The PTO must ensure that the information it seeks from applicants has “practical utility,”%’

that is, that the information has “actual, not merely the theoretical or potential, usefulness
of information to or for an agency, taking into account its accuracy, validity, adequacy, and
reliability, and the agency’s ability to process the information it collects”

e The PTO must ensure that the information it seeks from applicants is not “unnecessarily
duplicative™®®

e “The agency shall also seek to minimize the cost to itself of collecting, processing, and
using the information, but shall not do so by means of shifting disproportionate costs or
burdens onto the public.”?

3.1. RCEs would decline, and overall efficiency would be raised remarkably, if 37
C.F.R. §1.104(c) were revised to state an unambiguous requirement that an
examiner must state an explanation for every material issue, including limitation-
by-limitation consideration of claim language

IEEE-USA recommends revising 37 C.F.R. 8 1.104(a) and (c) as we show in Attachment
B to clarify that the examiner bears the burden of going forward, and stating a written explanation
that states a view on every material issue underlying any rejection or objection.

The PTO could significantly reduce RCEs (and the amount of paperwork burden that lacks
practical utility or is unreasonably duplicative) if it enforced this statutory requirement at the
examiner level. Enforcing this requirement would also improve PTO efficiency and reduce PTO
backlog.

% 44 U.S.C. § 3506(c)(3)(C), 5 C.F.R. § 1320.5(d)(1), § 1320.9(c).
% 44 U.S.C. § 3506(c)(3)(D), 5 C.F.R. § 1320.9(d).

744 U.S.C. § 3506(c)(3)(A), 5 C.F.R. §§ 1320.9(a); § 1320.3(l).
844 U.S.C. § 3506(c)(3)(B), 5 C.F.R. § 1320.9(b).

25 C.F.R. § 1320.5(d)(1)(iii).
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Requiring an examiner to make a limitation-by-limitation showing of correspondence
between the claims and the art (rather than paragraph-by-paragraph, or showings against
only a few isolated words of the claim) forces the examiner to consider the issues more
carefully. This would reduce the number of unjustified rejections that result in RCEs,
backlog, and unnecessarily duplicative paperwork burdens that violate the Paperwork
Reduction Act.

When an application that should be rejected on the merits is rejected with a procedurally
incomplete—or erroneous—written explanation, the attorney may well be unable to
discern a legitimate, but unstated, rejection. In contrast, when an examiner gives a written
explanation that addresses all claim language an legal requirements, the attorney is more
likely to recognize the merits of the examiner’s view, and either amend the application to
meet that view, or advise his client to proceed to abandonment. This would clearly reduce
RCEs, improve PTO efficiency, reduce backlog, and reduce paperwork burdens that lack
practical utility or are unreasonably duplicative.

When an application that should be allowed is rejected with a full written explanation, it is
easier for the attorney to precisely identify the examiner’s misunderstanding and thereby
advance prosecution toward allowance. As in the previous example, this would clearly
reduce RCEs, improve PTO efficiency, and reduce paperwork burdens that lack practical
utility or are unreasonably duplicative

In the experience of the attorneys working on this letter, a high percentage of extended-
RCE applications (three actions or more in a single application) arises because the
examiner rushed to issue a first Office action without carefully considering the claim
language. When an examiner refuses to carefully consider the claim language or provide a
limitation-by-limitation explanation, or neglects to write out findings on legally-relevant
prima facie issues, prosecution is extended to the detriment of both applicants and the
PTO.

Our suggestion to require a complete, limitation-by-limitation comparison of all claims

rejected under 8§ 102 or § 103 is merely a suggestion that the PTO implement the law. In Gechter
v. Davidson, the Federal Circuit instructed the PTO concerning the findings that must be made in
any prior art rejection:®

In sum, we hold that the Board is required to set forth in its opinions specific findings of fact

and conclusions of law adequate to form a basis for our review. In particular, we expect that the
Board’s anticipation analysis be conducted on a limitation by limitation basis, with specific fact
findings for each contested limitation and satisfactory explanations for such findings.™® Claim

construction must also be explicit, at least as to any construction disputed by parties to the
interference (or an applicant or patentee in an ex parte proceeding).

N3 While not directly presented here, obviousness determinations, when appropriate,

similarly must rest on fact findings, adequately explained, for each of the relevant obviousness
factors in the Supreme Court’s decision in Graham v. John Deere Co. of Kansas City, 383 U.S. 1,
17-18, 148 USPQ 459, 467 (1966)...

added).

%0 Gechter v. Davidson, 116 F.3d 1454, 1460, 43 USPQ2d 1030, 1035 (Fed. Cir. 1997) (emphasis
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Other Federal Circuit decisions have made clear that Gechter’s requirement for a limitation-by-
limitation showing applies to examiners as well.*> The connection between due process at the
examiner and Board levels was made express in In re Leithem: “Under the [APA], an applicant for
a patent who appeals a rejection to the Board is entitled to notice of the factual and legal bases
upon which the rejection was based. 5 U.S.C. § 554(b)(3)").*

Gechter is merely an application of the Administrative Procedure Act in the context of the
PTO. Examiners’ Office actions are governed by the “informal adjudication” section of the
Administrative Procedure Act, 5 U.S.C. § 555(e), which reads as follows:

(e) Prompt notice shall be given of the denial in whole or in part of a written application,
petition, or other request of an interested person made in connection with any agency proceeding.
Except in affirming a prior denial or when the denial is self-explanatory, the notice shall be
accompanied by a brief statement of the grounds for denial.

Courts have interpreted “brief statement of grounds” of § 555(e) to require that the “statement of
grounds” must be sufficiently detailed to ensure that the agency gives careful consideration of the
issues, to give parties the opportunity to apprise the agency of any errors, and to facilitate judicial
review.®® Agency written decisions must “address all significant issues of fact and policy.”* As
Gechter notes, that level of written decision requires a limitation-by-limitation mapping.

Justice Thurgood Marshall noted how complete explanations improve efficiency for both
the public and the agency:®

31 In re Deuel, 51 F.3d 1552, 1557, 34 USPQ2d 1210, 1214 (Fed. Cir. 1995) (“The examiner bears
the burden of establishing a prima facie case of obviousness,” emphasis added); In re Oetiker, 977 F.2d
1443, 1445-46, 24 USPQ2d 13443, 1444 (Fed. Cir. 1992) (“the examiner bears the initial burden, on
review of the prior art or on any other ground, of presenting a prima facie case of unpatentability. ... If
examination at the initial stage does not produce a prima facie case of unpatentability, then without more
the applicant is entitled to grant of the patent ... We think that the PTO is correct in treating the concept of
the prima facie case as of broad applicability, for it places the initial burden on the examiner, the
appropriate procedure whatever the technological class of invention” emphasis added).

%2661 F.3d 1316, 1319, 100 USPQ2d 1155, 1159 (Fed. Cir. 2011).

% Tourus Records Inc. v. Drug Enforcement Admin., 259 F.3d 731, 736-37 (D.C. Cir. 2001); cf.
Dunlop v. Bachowski, 421 U.S. 560, 571 (1975) (for Labor Management Reporting and Disclosure Act
cases, “When action is taken by [the Secretary] it must be such as to enable a reviewing Court to determine
with some measure of confidence whether or not the discretion, which still remains in the Secretary, has
been exercised in a manner that is neither arbitrary nor capricious... [I]t is necessary for [him] to delineate
and make explicit the basis upon which discretionary action is taken. ... Moreover, a statement of reasons
serves purposes other than judicial review. ... [A] ‘reasons’ requirement promotes thought by the Secretary
and compels him to cover the relevant points and eschew irrelevancies, and ... the need to assure careful
administrative consideration ‘would be relevant even if the Secretary’s decision were unreviewable.””).

* lowa State Commerce Comm'n v. Office of Federal Inspector of Alaska Natural Gas Transp.
System, 730 F.2d 1566, 1578 (D.C. Cir. 1984) (explaining the obligation under 5 U.S.C. § 555(¢) and
importance of agency explanation of reasons); Gechter v. Davidson, 116 F.3d 1454, 1460, 43 USPQ2d
1030, 1035 (Fed. Cir. 1997) (PTO explanations of anticipation or obviousness rejections must state
limitation-by-limitation findings); In re Oetiker, 977 F.2d 1443, 1445-46, 24 USPQ2d 1443, 1444 (Fed.
Cir. 1992).

% Board of Regents of State Colleges v. Roth, 408 US 564, 591-92 (1972) (Marshall, J. dissenting).
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[A] requirement of procedural regularity at least renders arbitrary action more difficult.
Moreover, proper procedures will surely eliminate some of the arbitrariness that results, not from
malice, but from innocent error. “Experience teaches . . . that the affording of procedural
safeguards, which by their nature serve to illuminate the underlying facts, in itself often operates
to prevent erroneous decisions on the merits from occurring.” Silver v. New York Stock Exchange,
373 U. S. 341, 366 (1963). When the government knows it may have to justify its decisions with
sound reasons, its conduct is likely to be more cautious, careful, and correct.

The examination corps should be instructed that the law requires every 8§ 102 or § 103
rejection to include an element-by-element showing of correspondence of every limitation to a
reference. Written description and enablement rejections must set forth findings on the points set
forth in MPEP § 2163.04 and 8§ 2164.04, without short-cutting. The requirement for complete
written analysis in every Acton is already the law; the PTO should explicitly so state in 37 C.F.R.
§ 1.104(c)(2).

3.2. RCEs would be reduced if the PTO provided clearer enforcement of two
provisions of 37 C.F.R. § 1.104(c)(2)

Today’s version of 37 C.F.R. § 1.104(c)(2) reads as follows:

(2) In rejecting claims for want of novelty or for obviousness, the examiner must cite the
best references at his or her command. When a reference is complex or shows or describes
inventions other than that claimed by the applicant, the particular part relied on must be
designated as nearly as practicable. The pertinence of each reference, if not apparent, must be
clearly explained and each rejected claim specified.

§ 1.104 should be clarified as we recommend in Attachment B, and the existing language should
be enforced as we describe next.

3.2.1. In some art units, the requirements to “designate as nearly as practicable”
and to “clearly explain” are not uniformly followed by examiners or
enforced by supervisory staff

In some art units, supervisory personnel do not uniformly require examiners to designate
portions of references “as nearly as practicable” nor to “clearly explain,” despite the clear
requirement by 37 C.F.R. §1.104(c)(2) (and the Administrative Procedure Act, 8 555(b), as
discussed in § 3.1) that examiners do so. For example, in 10/113,841, the Action of January 2008
addresses one of the independent claims by firing a shotgun blast of paragraphs from a reference:

and monitoring the negotiation for breaches of rules established within the electronic
trading system to govern traders' conduct on the electronic trading system (Waelbroeck,
[0005] [0006] [0008] [0029] [0034] [0035] [0057] [0058] [0059] [0088] [0089]);

in the event that the monitoring detects conduct by a one of the traders that breaches
one of the rules that the breaching trader agreed to observe, determining whether a
penalty is defined for the breach (Waelbroeck, [0005] [0006] [0008] [0029] {0034] [0035]
[0057] [0058] [0059] [0088] [0089]) and

applying said penalty against the trader whose conduct constituted the breach

(Waelbroeck, [0005] [0006] [0008] [0029] [0034] [0035] [0057] [0058] [0059] [0088]
{0089]).
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There are a number of striking features in this action:

It’s the third action in this case. The fourth Action is similarly imprecise. This application
has now been pending for over eleven years. A “30,000 foot flyover” Action might be a
necessary evil in a first action; it is inexcusable in a third or fourth.

The same list of eleven paragraphs is repeated for every paragraph of the claim, yet, for
each claim paragraph for which this list is cited, the Action gives no showing or
explanation of correspondence between the cited paragraphs and any claim element. The
Action does not even identify which language in any cited paragraph relates to which
portion of the associated claim element.

The eleven paragraphs total over two full columns of text. This is not a designation “as
nearly as practicable.”

Several of the designated paragraphs have nothing to do with the claim elements (trading
rules, breaches of rules, “inappropriate trading behavior,” or a “penalty”) or anything else
observably pertinent to these claims. Generalized citation, in which multiple paragraphs
are identified but their relevance is not discussed, does not designate portions of references
“as nearly as practicable” nor does it “clearly explain” the relevance of the paragraph.
Indeed, this form of citation mis-communicates the examiner’s intent and raises red
herrings that can throw the prosecution off track.

Some of the paragraphs designated in this action are from the reference’s Background
section, and describe unrelated prior art. They cannot possibly be related to the other
designated paragraphs in any manner relevant to anticipation.

In three replies, the applicant has asked that the examiner designate some specific
component of the references that corresponds to the “breach” and the “penalty,” and that
nothing is apparent in the references to correspond to either. If the examiner has
something specific in mind, it should be specifically designated and “clearly explained” as
required by § 1.104(c)(2).

In addition, the attorney for applicant approached the assigned SPE repeatedly, the T.C.
Director, and the Office of Petitions (regarding premature final rejection and refusal to
honor a request under MPEP 710.06) to no avail. Lack of supervisory oversight is
discussed in 88 2.5 and 4.

Administrative law statutes, the PTQO’s regulations, and precedent should have been sufficient to
get this application on track years ago. However, the PTO adamantly resists all requests that the
examiners carefully engage with the application. The result in this application has been two
RCEs, and after eleven years, there is still no bona fide first careful examination of the claims in
this application that is consistent with §1.104(c)(2) or the PTO’s obligations of “compact
prosecution.”
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3.2.2. Precision of actions would be improved, and RCEs would be reduced, if
pre-grant publications were printed in “column:line” format like issued
patents, rather than paragraph number format

The quality of Office actions fell when the PTO began to issue pre-grant publication
without line numbers. When examiners are not given a ready, accurate, precise and easy way to
cite the portion of a reference that they intend, the quality of examination and Office actions drops.

The PTO could reduce RCEs, reduce unwarranted paperwork burden, improve proper
performance of the functions of the agency, better comply with legal requirements, and better
achieve program objectives if pre-grant publications were published in column and line number
format like issued patents.

3.3.  RCEs would be reduced if the PTO made clear that the duty to “answer all
material traversed” is a near-absolute obligation set by statute, not a “should”
recommended practice

In MPEP § 707.07(f), the PTO instructs examiners that they “should” answer all issues that
an applicant raises. But this is not a correct statement of the law: engagement with the issues
raised in an applicant’s papers, careful consideration an applicant’s arguments, and written
explanation of any disagreement, are obligations imposed by statute. In the experience of the
authors of this letter, examiners’ failure to answer all material traversed is the single thing that
most stymies forward progress, and creates unwarranted RCEs.

Strict enforcement of the statutory obligation to always answer every argument in an
application is crucial to reducing RCEs, reducing backlog, improving PTO efficiency.

This obligation arises under three statutes.

First, the Administrative Procedure Act requires examiners to answer all material
traversed. An examiner’s failure to engage with issues raised by an applicant is a denial of the
“notice” and “statement of grounds” required by § 555(e):*

Since the petitioner presented a nonfrivolous, prima facie claim for a change in the [agency
decision] based on new factual allegations which were not conclusively refuted by other
information in his file, it was an abuse of discretion for the board not to reopen [the decision],
thus depriving him of his right to an administrative appeal. The order ... was accordingly invalid,
and [the agency decision] must be reversed.

Second. failure to answer all material traversed violates the Paperwork Reduction Act by
requesting paperwork that has no “practical utility,” in violation of 44 U.S.C. § 3506(c)(3)(A) and
the OMB-issued implementing regulations, 5 C.F.R. §1320.3(I) and § 1320.5(d)(1)(iii)
(“Practical utility means the actual, not merely the theoretical or potential, usefulness of
information to or for an agency...”). When an applicant believes an application is allowable for a
specific reason and provides an explanation for that reason, but the examiner rejects the
application again without responding to the applicant’s showing, then the applicant’s response
cannot have practical utility to the PTO because PTO has effectively ignored the applicant’s
explanation.

% Mulloy v United States, 398 US 410, 418 (1970).
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Third, failure to answer all material traversed violates the Paperwork Reduction Act when
it forces an applicant to submit the same argument a second time—the PTO may not request
“unnecessarily duplicative” information. § 3506(c)(3)(B); 5 C.F.R. 8 1320.9(b).

Fourth, examiners should be reminded that the obligation to “answer all material
traversed” and to consider claim language limitation-by-limitation are mutually-reinforcing.
Many attorneys that file numerous and repetitive RCEs believe that RCEs would fall remarkably if
examiners were required to address all claim language with precision, and carefully answer all
material traversed.

3.4. Too many “final” actions are incomplete—RCEs would be reduced if the PTO set
clear and enforceable standards for completeness required for MPEP § 710.06,
final rejection, and to survive Pre-Appeal

The PTO could remarkably improve the quality and predictability of examination, reduce
RCEs, reduce appeals both in number and in complexity, and reduce the PTO’s own costs, by

e clarifying the definition of “error that affects an applicant’s ability to reply” of MPEP
§ 710.06

e clarifying the definition of “clear errors” or “omissions of one or more essential elements
needed for a prima facie rejection” that support reopening or reversal on Pre-Appeal.*’

e clarifying the definition of “clear issue developed for appeal” in MPEP § 706.07. The
definition of “clear issue developed for appeal” most likely tracks the definition of
“omission of essential prima facie element” of the previous bullet. By making the
standards for final rejection clearer, examiners would be incentivized to do their work
more completely, earlier in the process, which would avoid the need for many RCEs—
many applications that currently go into RCE would be reopened on Pre-Appeal.

MPEP § 710.06, final rejection, and pre-appeal are three checkpoints at which an applicant should
be able to request that an examiner specifically address a potentially-dispositive issue, or develop
an issue sufficiently to identify the precise point of disagreement. Disagreements should no