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PROCEEDI NGS

MR. NYDEGGER If everyone would take their
seats, we'll start into our public part of the neeting.

Apparently, we've been waiting for the slides to
cone back down for this part of the session. | think
we'll go ahead and work fromthe handouts for now.

Just a couple of adm nistrative matters to begin
with, if I may. Please, as you have a comment, woul d you
make sure that you turn your m crophone on and that you
first precede your coment by clearly stating your nane so
that we can get a clear record.

| would also like to take just a m nute and have
t he nenbers of the P-PAC comm ttee introduce thensel ves
for the record. So starting down here to ny left, dlie
with you, if you just go around quickly, we'll introduce
everyone here.

M5. PERSON: dlie Person, NTEU, Local 243.

M5. FAINT: |I'mCathy Faint. |1'ma Trademark
attorney and vice president of NTEU 245.

MR LAFUZE: |I'mBill LaFuze, nmenber of the

P- PAC.
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MR. G BBS: Andy G bbs, nenber of P-PAC

MR, MOSSI NGHOFF:  Gerry Mossi nghoff, menber of
P- PAC.

MR JACOBS, JR : Al bert Jacobs, Jr., a nenber
of P-PAC.

MR. NYDEGGER: Rick Nydegger, nenber of P-PAC,
current chair.

MR, KAZENSKE: Kaz Kazenske, Deputy Comm ssi oner
for Patents, Resource and Pl anni ng.

MS. KEPPLI NGER: Est her Kepplinger, Deputy
Comm ssi oner for Patent Operations.

MR GODICl: Ni ck Godici, Conmm ssioner for

Pat ent s.
MR, KLEI N: Howard Kl ei n, nmenber of P-PAC.
MR. DILLON: Andrew Dillon, menber of P-PAC
MR. FOX: Steve Fox, nenber of P-PAC
MR, STERN. |'m Ron Stern, a nonvoting nenber of

t he P- PAC and president of the Patent O fice Professional
Associ ati on.
MR. NYDEGGER: All right. Wth that, 1'd |ike

to begin with this afternoon's agenda. W have schedul ed
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a fiscal year '03 recap, followed by sone discussion of
the inpact of the fiscal year '03 appropriations on where
we currently are in respect to inplenentation of the 21st
Century Strategic Plan.

And in conjunction with that, we'll also have
sonme di scussion of where things currently stand with
respect to the PTO s ongoing efforts to reduce pendency
and i nprove quality and i nplenent el ectronic governnent.

So having said that, if | may, 1'd like to turn
the tinme over to Conm ssioner Godici.

MR. GODICl: Thanks, Rick. Hopefully, our
slides will get here soon. Oherwise, I'"'mgoing to be
handi capped | ooking at this very small print.

"1l start out by tal king about the slides in
order. I'mgoing to |lead off here. Esther will pick up
W th respect to sone of the other operational issues,
including quality, and Kaz will get into E-Governnent
toward the end. And, please, feel free to stop nme al ong
the way or any of us for comrents or discussion or for
guesti ons.

The first slide | want to tal k about is our
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wor kl oad slide, basically the filings. |If you |Iook at
this slide, this is what you'll see for fiscal year 2003.
W' ve just closed the books with respect to fiscal year
2003. These are our |atest nunbers.

We basically had flat filings. The sanme nunber
of filings that we saw in 2002 occurred in 2003. And
that's at the | evel of about 335,000 applications. And
those are utility plant and rei ssue applications.

We had seen over the previous few years
substantial growh in filings, particularly in 2000 and
2001. And now we've seen a leveling off of application
filings. In conjunction with this, we've seen a little
bit of a change in the |andscape with respect to
technol ogy and with respect to filers.

Wth respect to technology, in the big growth
years, we were very heavy in filings in the
conputer-related and internet-rel ated and
tel econmuni cation art areas. And we saw in sone of those
arts as nuch as 20 to 25 percent growh right around 2000,
2001, 2002.

Wth this leveling off, we're seeing a leveling
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of f of those areas of technology. But we' ve recently seen
an increase gromh in the biotech area. So we're
anticipating that that may continue, and we'll adjust our
resources accordingly.

And the other thing that we're seeing with
respect to domestic versus foreign filers is that, for the
donestic filers, there's still a steady, slowincrease in
donmestic filings. A slight drop off wth respect to
foreign filing particularly from Japan. W expect overal
filings to be somewhat |evel between 2003 and 2004.

The next chart we have reflects staffing. It
shows the | ast couple years and then a coupl e of
projections in 2004.

In 2003, we were able to hire 308 new exam ners.

We had an attrition rate at about 240-sone. So the net
i ncrease of exam ning staff was in the nei ghborhood of 50
to 60 exam ners.

The reason that we weren't able to hire nore --
and quite honestly our plans were to hire nore if we had
gotten the full appropriation that the president requested

-- 1s because of the level of appropriation we got in
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2003. As a matter of fact, in 2003, we went through
al nost four nonths with a continuing resolution before we
finally got an appropriations bill passed.

The bottomline here is we were [imted to this
nunber of hires based on the nunber of dollars. And it
contrasts to what our original plan was in 2003, which was
to hire 750 new exam ners so that we had a plus-up in
terms of net increase in the nei ghborhood of about 500.

We're not going to be able to cut into the
backl ogs the way we hoped we would. On the other hand,

t hink we got sone very good candidates with the 308 that
we hired this year.

The two scenarios that we show with respect to
hiring in fiscal year 2004 are basically the differences,
li ke sone of us |like to say, between the Tale of Two
Cities. If we get the appropriation and if we get funding
via the fee bill, we will nove forward in inplenenting the
Strategic Plan and the level of hiring will be in the
nei ghbor hood of 750 which will give us that 500 increase
and that will enable us to start cutting away and chi ppi ng

away at the backl og.
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If we don't get funding at that |evel and are
funded i n the nei ghborhood of what we are now seei ng on
the marks fromthe House and the Senate side on the
appropriations commttees, we'll be in the node of pretty
much repl acenent-node hiring. And we won't be able to put
the resources to reduci ng backlogs |ike we hope we woul d.

Ri ck.

MR. NYDEGGER  One question that | have is about
how many new hires realistically can the Patent Ofice
absorb every year?

MR GODICI: There are limts. There are limts
as to how many we can absorb, and how we spread those
hires across the different technol ogy areas just based on
our ability to train new exam ners.

| think in the past we've hired upwards of 800
exam ners in a single year and done that successfully.

And we've had experience just two years ago of hiring over
750 exam ners. So we have the ability to absorb that many
exam ners and train themproperly. |If we get nuch over
that, then it becones real difficult.

MR. NYDEGGER And ny point is that, in a year
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i ke 2003 where you basically are sinply doing everything
you can to maintain present nunbers of exam ners to
replace the attrits, if you wll, it's not |like you can
easily make up those |lost hires in subsequent years it
seens to ne.

MR GODICI: No, absolutely not. [It's not the
situation where, if we got the funding, we would hire the
750 next year and then make up another three or four
hundred |i ke you're tal king about if we don't get it this
year. The bottomline is that a lost year's hiring is a
| ost year. It just delays the catch-up plan and extends
pendency.

MR. FOX: Have you found that the attrition is
spread across all technology centers, or is it focused at
a certain area where you find it nore difficult in sonme of
the TCs than others?

M5. KEPPLINGER: It's spread across all of them

Al t hough, nost recently our biotech has been anong the
hi ghest in attritions. Ironically, it had been the
lowest. And then it junped this year to the highest.

It's all demand on the outside.




10

11

12

13

14

15

16

17

18

19

20

21

12
We had had difficulty hiring electricals. And

then there's been a little down-ticking in the

mar ket pl ace. And so we have good hiring of electricals
right now So it goes with the way that things are going
on the outside.

MR. NYDEGGER Let ne just, once again, rem nd
everybody, and | think I was the first one to violate ny
own rule here, if each of you will, please, state your
name since this is a public proceeding and we're nmaking a
record as you state a question and an answer. Thank you.

MR GODICI: | think we can go on to the next
slide. And we'll show patents issued.

And what we're seeing here is a total of patents
issued. Uility plant reissue and design patents, you'l
see an up-tick between 2002 and 2003 with respect to the
total nunber of patents issued. And we hope to continue
that trend. As we've talked about in the past, patents
i ssued are a source of revenue and fee generation. So to
keep up the funding stream we need to keep up the output
at the PTO.

As | said before, we're just finishing up the
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fiscal year. It's a good tine to take stock of where we
stand with respect to overall pendency and first action
pendency. It's inportant in ternms of a gauge of our
ability to neet the demands of the workload that we've
seen in the first few slides.

W' ve projected an overall pendency at the end
of this year based on the resources that we finally got in
the appropriations bill, an overall pendency of 27.7
mont hs on the average. W beat it by about a nonth, and
we ended the year at 26.7 nonths average pendency.

We projected first action pendency at the end of
the year to be about 18.4 nonths. W canme in at about
18.3. So while we're on target with respect to the goals
that we set or the targets that we set at the begi nning of
the year, it's pretty clear that the trend is in the wong
direction. The trend is upward.

And, again, I'll go back to what | stated
earlier. Wat we hoped to do is bring about change here
at the PTO, get these nunbers going in the other
direction, start bringing themdown. And, you know, the

21st Century Strategic Plan, has conponents that would
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allow to us do that if we have the ability to execute that
pl an.

MR, MOSSI NGHOFF: Two questions, N ck. One,
that 18 nonths that was up there in the previous slide is
agai nst the 14-nonth statutory period. So, automatically,
you end up with about four nonths of patent term
restoration under the American Protection Act. Wen
realistically -- let's assune that things go as well as
you coul d reasonably predict -- are we going to be back
down to the statutory period of 14 nonths?

MR GODICl: Fourteen nonths to first action
allows us in the out-years of the Strategic Plan which
woul d be 2008. If we were able to start inplenenting the
Strategic Plan this year in 2004, by 2008, | think we
could pretty well average first action pendency to the
14- nont h range.

MR, MOSSI NGHOFF: | don't have to be anong them
but there are econom sts, academ c econom sts, that worry
about this patent termrestoration, that it's giving nore
than we really should under the patent laws. | don't

share that view But it looks to me that there's al nbst a
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four-nmonth addition to the patents at the end.

Secondly, what is and has there been any change
of the ratio of patents that are finally granted as
conpared with patent applications filed? |In other words,
the ratio of granted to abandoned applications, has that
changed; and what is it currently?

MR GODICI: It hasn't changed. Kaz or Esther
may have the exact nunber. But, traditionally, it's been
i n the nei ghborhood of about 67, 68, 69 percent. And it
hasn't varied nmuch nore than a percent either way. And
it's still in that ball park.

MR, MOSSI NGHOFF: That's been for a long, |ong

time.

M5. KEPPLINGER A long, long tine.

MR. MOSSINGHOFF: | think it was that when | was
here. It was roughly two out of three were granted; one

out of three went abandoned. Thank you.

MR. GODICl: Looking at the pendency now, those
two nunbers, the overall pendency and the first action
pendency by technol ogy area, this highlights one of the

points that | nade earlier when | tal ked about filings.
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Qur filings in the past, especially the
hi gh-growmt h years of 2000, 2001, were predom nantly in the
el ectrical area and the conputer-rel ated technol ogy and
tel ecomarea. Those are Technol ogy Centers 2100 and 2600.

That's where we see the |ongest pendency tines, the

| ongest pendency to first action, the |ongest overal
pendency. So those are the areas we have the | argest
backl ogs, and those are the areas that we have to attack
t hose backl ogs aggressively.

We tal ked about hiring 300 exam ners this year.

| think approxi mately 285 of the 300 exam ners that we
hired in 2003 went to those two technology areas. So this
is the strategy we have in ternms of the ability under the
current |level of resources that we have to attack the
backl ogs, and that is to nove our hires to the areas of
hi gh gromth and the areas of |arge backl ogs.

Qoviously, if we get the ability to nove forward
with the full Strategic Plan, we'll increase the hiring
substantially. And we'll have the ability to maybe get
ahead of the curve in sonme of the other technol ogy centers

that we're afraid mght start growi ng because we're
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putting nost of the enmergency hires in the area that we
absol utely need t hem

So this is where we stand with respect to
different areas of technol ogy as of the October of 2003.

| want to tal k about production. W talk about
pendency a lot, and we tal k about how long it takes to
process applications. But | want to nake the point that
we continue to increase the raw nunber of applications
exam ned. And | think we've done a pretty good job of
t hat .

| f you | ook at the conparison between 2002 and
2003, we increased the nunber of first actions and we
i ncreased the nunber of disposals. And we had set sone
targets in nodeling at the beginning of 2003 with respect
to raw output in both of those areas. And we exceeded
t hat .

And | think the overall production of the corps
was about 105 percent of our target. | think that
i ndi cates that, nunber one, wth the resource that we are
getting through the appropriations process, we're

attenpting to use those in the nost efficient manner.
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Nunmber two, the patent corps is doing an
outstanding job in terns of attenpting to keep up with the
backl og and increase efficiencies as nmuch as possible.

This is a score card that illustrates the status
wth respect to PG Pub, and, Gerry, with patent term
adj ustnent, the issue that you just brought up.

Wth respect to publication of applications at
18 nonths, we've had sone problens in the past with
respect to hitting our target date, the date of
publication, exactly 18 nonths after filing or priority
date. And we've had an inprovenent plan in place. And
think we're seeing the benefits of that.

We're up to about 86 percent of the applications
that are actually published on the target date. And we
think that's an i nprovenent, and we'll continue to
inprove. W're going to obviously strive to hit the
target date with respect to publication of applications in
every instance.

It's interesting to note that we're now
publ i shing nore applications at 18 nonths than we are

i ssuing patents. | think there's about a quarter of a
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mllion applications published this year. And we had
about 171,000 patents issued. So the bottomline is our
prior art data bases are growing. And this is a big part
of the prior data base that our examners are using in
t heir searches.

The opt-out rate for publication has hovered
over the |l ast several years at around the 10- or 11-
percent rate. And that's those applications that opt-out
of publication because they will not be filing or have not
been filed abroad. And that's at 11.6 percent right now.

Qur goal is to mnimze or elimnate patent term
adj ust nent by not exceeding any of the 14, 4-4-4, or 36
adm ni strative hurdles or goals that are part of the nost
recent legislation. W're attenpting to do that to the
best of our ability.

VWhat we' ve seen here in 2003, there were 33, 000
patents that issued that had sone patent term adjustnent.
The average nunber of days of PTA is 111 days. And | can
tell you right now that probably, if we go back and dig
into the details of the cause of patent term adjustnents

exceeding 14 nonths to first action, that by far is what
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accounts for the majority of tinme here on patent term
adj ust nent .

But as | said before, we have a goal of
m nimzing or reducing or elimnating patent term
adj ustnents. Twenty-year patents, good solid quality
20-year patents are our objective but not 22-year patents
or 23-year patents or 24-year patents.

Wthout the Strategic Plan in place, wthout the
ability to bring down first action pendency to 14 nont hs,
we are going to be issuing patents, obviously, that are
ext ended; and they are extended by the anpbunt that we are
unabl e to make that 14-nonth original goal. And froma
public policy standpoint, we're trying to avoid that as
much as possible. That's another outgrowth of not having
the Strategic Plan in place.

l"mgoing to turn it over to Esther now, and
she's going to run through sone of the other nunbers we
had at the end of the year and some of the other quality
initiatives.

MS. KEPPLI NGER: Actually, Patents had a good

year. As you can see on the score card, we achi eved nost
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of our goals. One of the goals that we mssed by a little
was the quality of our products. For the QR reopening
rate, our target was 4 percent. W were at 4.4 percent.

We al so do an annual custoner satisfaction
survey. And we achieved our target this year of 67
percent. W sent out a questionnaire with an office
action and asked for specifics about the individual
application and al so questions about how we're doi ng
overall on applications.

A couple of things that we found fromthis
survey that are of note are with respect to what the
custoner thought their satisfaction was for the overal
search. And we showed quite an increase this year from 69
percent -- or 60 percent, is it? -- 60 percent to 83
percent. And also in problemresolution, we showed an
increase from69 to 78.

There's a question on the survey for an
applicant that, if they have a problemw th anything
during their course of conmunications with the PTO how
successful were we at resolving the problemthat they

encountered. And this has been highlighted in the surveys
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over the last few years that we have been putting sone
effort in trying to inprove our performance on resol ving
pr obl ens.

| wanted to just give you an update on where we
are on the quality initiatives fromthe Strategic Plan.
We have a nunber of themin place. And we have been
wor ki ng on each and every one and nade sone progress.

Now, with respect to a nunber of them we've
been negotiating with POPA over the inpacts and
appropriate arrangenents for sone of the changes that we
hope to inplenent. And we are waiting for a decision from
FSIP on those. And once we get that decision, we'll nove
forward as appropriate dependi ng upon what that decision
iS.

One of the initiatives we have in place is
pre-enpl oynent testing for the patent exam ners to make
sure that they have the comunication skills and
proficiency to do a good quality job. W mandated at the
end of '02 a personal interview and a subm ssion of a
witing sanple for each of the candidates. And we

continued that for all the hires in '03. And the
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assessnment that we've done of that shows that the program
is working well to ensure that the candidates do cone in
w th good comuni cation skills.

We al so have an initiative on KSA' s, the
know edge, skills, and abilities. And we conpleted the
final analysis of the KSA's that we think are necessary to
do the jobs of the exam ners and supervisors in the
patents area. And those are broken down into those skills
that are absolutely essential to do the jobs and those
skills that we think are desirable. W took that
information fromthe position description factors and 1224
Job Series, and also with interviews with the supervisors.

And we are also |ooking at including the
information into the training prograns that we're putting
in place to make sure that the exam ners and supervisors
have all of the skills necessary for doing better at their
j obs.

We also had put in place a training art unit,
particularly in Tech Center 2600 because they' ve been
hiring a | arge nunber of new examners. And in this case,

we try to bring and incorporate into the areas as nmany
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exam ners as possible.

Al though the electric areas, we had such a huge
nunber of applications filed and need for a | arge nunber
of examners to be hired there, we decided to | ook at
sonething a little different. And so we have pronoted
sone of the examners tenporarily to GS-15 positions where
they serve as trainers to the new exam ners so that we can
bring nore of themup to speed as quickly as possible.

And this particular initiative has al so worked
out well. W've done evaluations fromthe supervisors to
see if the exam ners were getting the training that was
needed in order to bring themup to speed quickly. And so
we have expanded that this year in 2600 to nmake nore art
units and have these trainers in place for the units.

Additionally, we wll have a programin place
for certification of skills of examners prior to
pronmotion to a GS-13 level. At the GS-13, they get
accorded certain authority independence. They get
negoti ation authority and | egal conpetence. So we wanted
to make sure that the exam ners have all the know edge

that they need to do a quality job at the G5 13 |evel.
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So we are | ooking at |arger nunbers of the
actions that they do, the applications that they exam ne,
to make sure that they are applying all of the proper
procedures and principles in the exam nation that they do.

We are proposing a | egal conpetence examt hat
the exam ners would be required to pass before they would
be pronoted to a GS5-13. And this year, we piloted that
examw th all of our managers, all the SPEs. And the SPEs
t ook that exam

We're also working with the contractor to
val idate that examto nmake sure that it links to the job,
that the questions on the exam are representative of the
ki nd of know edge that they need in order to successfully
do the exam nation job.

And we started delivering a continuing education
course to help prepare and ensure that the exam ners have
a |l egal knowl edge that they need at this level. It is an
evi dence and patent |aw course and al so has an update for
a refresher on practice and procedures that they would
need to be sure that they know everything they need before

pronoti on.
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We're al so proposing a recertification of
primary exam ners, and we're |ooking at doing this once
every three years. An examner would be required to go
t hrough recertification. Each year the primary exam ners
woul d be required to take a certain nunber of continuing
education classes. Many training classes would have an
examor just a quiz at the end of it to make sure they
have in fact | earned the basic principles that we were
trying to teach in that continuing education course.

We al so have instituted in-process reviews in
each and every one of the technol ogy centers and expanded
the reviews of primary exam ners with in-process reviews
to make sure that throughout prosecution the examners are
taking the right actions in the applications.

And in Technol ogy Center 3700, which has a
little higher quality error rate, we expanded that sanple
of cases being reviewed a little bit nore.

Al so, our SPEs are very inportant in ternms of
maki ng sure that since they are the ones that are
responsi bl e for training new exam ners when they cone in.

So we have sone initiatives to nmake certain that they are
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al so knowl edgeabl e about all the procedures and what they
know. And we're providing additional training for themto
make sure that they are able to do their job as well as
possi bl e.

This year in '03, we devel oped and i nplenented a
trai ni ng package which was how to review work, to make
sure that they're doing it as effectively and efficiently
as possible, and also that they are providing feedback to
the exam ners on the work that they review so that we can
ensure that that is incorporated into the examner's
future work.

We're al so | ooking at making sure the
conpensation for the SPEs is adequate. W have been
trying to increase the | evel of conpensation to the SPEs.

Because, currently, the way it's set up and the awards
package that we have negotiated with POPA, it permts
exam ners to actually nmake nore noney than their bosses.
We want to provide conpensation that will encourage the
quality people that we need to nove i nto nanagenent ranks.

And we've conpl eted a transactional survey as

indicated earlier. W sent out a survey with actions,




10

11

12

13

14

15

16

17

18

19

20

21

28

i ndi vi dual applications, and asked for a response with
respect to our performance in that particular application
as well as overall satisfaction questions. W sent out

8, 000 surveys and conpleted the survey and reached our
target.

Another initiative that we heard fromthe Bar is
with respect to the reviewable record. The Bar had an
interest in making sure that the file wapper has a
conplete record of everything that's occurred in that
application. So we have revised the interview summary
forms and also the MPEP to reflect the guidelines for the
conplete recordation in the interview sunmmary of what
occurred in the interviews. And also in the circunstance
where the exam ners drop a rejection, the exam ner should
i ndicate which of the applicant's argunments were
convi ncing in maki ng that change.

And, finally, we have an initiative on
wor k-sharing. This is to try and reduce the duplication
of work between us and other IT offices around the world
and al so to reduce the workl oad in each of those offices.

So we have been conparing the search results of
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applications, simlar applications, that are filed in each
of our offices.

VWhat we' ve discovered is that very, very simlar
applications and clains are filed in each of the three
offices. The applicant will file, for exanple, the EPQ
which is the office of first filing, and 12 nonths | ater
file in the US-PTO

We're | ooking to what extent we coul d make use
of the search done by the examner in the office of first
filing by the examner in the office of second filing. So
we have had a study ongoing with an exchange of the
results where we have applications filed in each of the
of fices.

We took the search fromthe office, the first
office, provided that to the examner in the second
office. And that exam ner reviewed the search and office
action that was done by the other exam ner and then
eval uated that search, evaluated the search against the
clains that were in the case to see if, in fact, it
covered all of the clains that were already there.

The exam ner made a determ nation of any
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addi tional searching that may need to be done if there
weren't references that covered the clainms or if he felt
that he could find better art. And then the exam ner
eval uated the art that he found and any subsequent
searching to determ ne whether or not he found any better
mar ks.

But we've had very good results with all of the
offices so far. W have determ ned that, at |east to sone
extent, the search that is done by other offices would be
utilizeable. So we will be continuing to explore this as
an option for how to reduce the burden of work in each of
the offices.

MR. STERN: Can | just ask a question? How wll
you know i n advance which searches will be utilizable and
whi ch ones won't?

M5. KEPPLI NGER: Wl |, the exam ner, when he
gets the search, he nmakes an eval uati on of whet her or not
he thinks the art covers the claim That's what we ask
t he exam ner to do here.

For exanple, if you get a search and if it has

all X references or X and very good Y references, all of
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whi ch are statutory B references, the exam ner can nmake a
determ nati on whether or not he can rely on that art or
whet her or not he needs to do additional searching.

"1l turn it over to Kaz for the Patent
E- Gover nment portion.

MR, KAZENSKE: On the E-CGovernnent side, | just
want to raise a few points. One of the principal goals of
the 21st Century Strategic Plan is for the Ofice to
process patent applications electronically through the
exam nation process by Cctober 2004.

We have a secondary goal that is related to our
nove to the new canpus which will commence here in early
Decenber in noving the PTOinto the Alexandria facility.

In view of those goals, we went into a bilatera
agreenent with the EPO on software that they currently
utilize to capture patent applications in inage file
wrapper. W have incorporated that same technol ogy into
our systemw th nodifications in that technology so it
becones, not just an adm nistrative tool, but an
exam nation tool for our exam ners to view and exam

applications electronically.
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At end of the fiscal year, we have 53 art units
that are operating totally electronically in their
exam nation process. That's about 800 exam ners. At the
end of this week, we'll have 74 art units and about 1,100
exam ners operating totally electronically.

Al so begi nning June 30 of this year, we began
capturing all newy filed patent applications
el ectronically and putting theminto the | FWsystem And
we're also capturing back files of exam ners as we bring
up those art units.

As of the end of the year, we had 180, 000
applications in the system As of the end of this week,
we have 225,000 applications in the system captured.

The other major initiative in the Strategic Plan
was dealing wth patent E-filing, electronic filing of
patents into the office. This year we nust say we had a
nodest goal this year, trying to inprove those filings.
And we worked wth five private vendors and a partnership
arrangemnent .

It's had its ups and down on that. But we do

have two of those partners that do have a product. And
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t hose products allow for the filing of patent applications
electronically. And we have received sone applications

el ectronically through their software as well as our
sof t war e.

On that, these are sone rough statistics of what
we got, of how many filers are uniquely filing in here.

We received about 4,400 utility applications
into the office. | will comment, though, about three
times that anount used for two different processes through
el ectronic filings; one, electronic IDS s are extensively
used now for filing prior art references. And that's been
very successful.

And the second is electronic assignnent filings
because of the fast turn-around tine. On the assignnents
that are filed electronically, we've had about tw ce that
nunber, al nost 8,000 assignnents, filed electronically
t hrough this system

Qur goal is to nove as aggressively in marketing
this inthe "04 time frame and | ooki ng at new ways to
enhance this filing in working with this conmttee and al

of our bar groups to get their ideas on how we can go
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forward in '04 and make this work a little better.

There is a real advantage fromthe custoners
we' ve seen of these two systens, the | FWand E- Gover nnent,
wor ki ng together, actually, if you follow any of the
comments out there.

For people that are filing EFS filings, they may
view what they filed with us the next day in the private
side of the IFW So they can actually see within one day
what the office received as far as the contents of their
application. And that's been a pretty positive thing for
t hose that use both of these systens interchangeably.

Wth that, | think that's the extent of the
E-filing initiatives.

MR. NYDEGGER Ckay. I'll open it now for
questions. Andy G bbs.

MR. G BBS: Kaz, just a quick question. Do you
have any percentage targets on what you expect E-filing,
what percentage of applications will be E-filed in '04?

MR, KAZENSKE: In '02, we set a goal of 2
percent. W cane in about one and a half percent. W had

a goal of 5 that is being reeval uated, though, since we
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did not achieve the '03. And should we hold to that or
should we nodify that goal for '04? That's under
consi derati on.

And we're al so reeval uating the partnerships
because we have three partners that we have not received a
product, and should we reformul ate those partnershi ps and
maybe put goals with those partners if they want to be
partners. So we're reevaluating that right now

MR. NYDEGGER  Andr ew.

MR. DILLON: Kaz, is there still sone
consideration of the surcharge for paper filing at sonme
time in the future?

MR. KAZENSKE: It's an itemthat we have
di scussed. However, in view of the current fee bill and
its status, certainly it's not that. But into the future,
you know, is there an increase for paper over electronic
or a decrease in the other? That's being |ooked at as a
fee incentive. Wich way that may go, we're not quite
certain right now

MR. NYDEGGER: Steve Fox.

MR FOX: | have a comment nore than a question.
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A good part of the 21st Century Strategic Plan
is inplenmented through the contents of sonme 50 action
papers that are posted on the web site. | reviewed all of
those papers. And | found in one of them Quality Paper
No. 1, what | consider a remarkably candid statenent which
says that, the Ofice of Patent Quality Review was started
25 years ago and since that time, the error rate has
oscill ated between 3 and 7 percent.

And it goes on to say, "Mre inportantly, during
that time, there's been no significant increase in
quality."

| commend the Patent O fice for that statenent
in recognizing the issue. And | also comend the Patent
O fice for going on and adopting all of these initiatives
regarding hiring and selection, certification, in-process
reviewin the Patent Ofice. | think this is remarkable.

And I'd just like to thank you for addressing it the way
you have.

MR. NYDEGGER  Any ot her questions or comments?

| think it's appropriate for us to take just a

nmoment to maybe put into perspective very briefly where
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things stand in the budgetary sense in the context of the
fact that we're now comng to the end -- have cone to the
end -- of fiscal year '03, going into fiscal year '04, and
what we see on the horizon in that respect.

Commi ssi oner Godici, do you want to nmake a
comment on that just briefly?

MR GODICI: Sure. | think I alluded to it
somewhat earlier. But what we see here is what sone of us
like to call kind of a Tale of Two Cities. There are two
conpletely different scenarios that could evolve here in
the next few nonths. And those two scenarios are very,
very different.

One scenario would be the successful passage of
HR- 1561 and the Senate equivalent with the funding. Then
what would result fromthat |egislation with resources
going to the PTOthat will allow us to execute the plan
that we've been working on for so |ong.

The 50 initiatives that Steve Fox tal ks about
are initiative papers, the ability to hire nore exam ners
to do the quality inprovenent, the electronic, and

out-sourcing initiatives.
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That's one scenario. And we would see the
upward trend in pendency cone down. W would see better
service and quicker service in terns of applicants
receiving notices fromthe PTO on first actions and
di sposals and so on and so forth. And that's where we all
want to be, and that's what we want to achieve for the
Agency and for the users of this system

The other scenario is not so good. And the
ot her scenario is pretty nmuch nore of the sanme in terns of
what we've seen in terns of appropriations that are at the
| evel of inflationary increases at best which allow us to
do just a portion of what we want to do with respect to
the plans that we've made. That will, I"msure, result in
i ncreases in pendency which is not good for the system
not good for the Ofice, not good for the users of the
system

So the conpare and contrast between the two
different scenarios that we see that have devel oped and
woul d be reality are quite different. And we hope that it
goes the first way rather than the other.

It's pretty clear what will happen under both
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scenarios. And we're hopeful. W're hopeful that
Congress and those that have the say in ternms of which
direction this office wll go in the future wll see that
it's inmportant for everyone. |It's inportant for the U S
econony. It's inportant for all of us that we have
adequate resources to do the job well here.

MR. NYDEGGER: Thank you. | guess just by way
of wap up, 1'd just sinply nake the observation that |
think we seemto be at a very critical juncture at this
poi nt. Passage of 1561 is critically inportant, | think,
to the ongoing health and ability of the Patent and
Trademark OFfice to continue to neet its goals and
objectives in the 21st Century Strategic Plan.

There is little question that there's
br oad- based support for the PTO s 21st Century Strategic
Plan by many of its major user constituencies. That's not
to say that there is by any neans unanimty on all points
in the Plan. But certainly as a general proposition, it's
been viewed, | believe, as certainly a viable and a
meani ngful way of addressing it, many of the chall enges

the PTO has been facing as Steve Fox pointed out a few
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noment s ago.

| think the real question ahead is what wl|
happen in the com ng weeks with respect to the |egislation
for the Fee Moderni zation Act. And the challenge, it
seens to ne that all of us need to recognize and be
cogni zant of, is these kinds of things are very nuch
interlinked and ongoing fromyear to year.

Joanne Barnard earlier did a great job in
hel pi ng us conpare and contrast sonme of those various
ki nds of issues. Wat happens in this year will affect
what happens next year. \What happens under the
appropriations for fiscal year '04 will dramatically
af fect what happens in '05.

And as you pointed out earlier, | think, it's in
effect a | ost year when the PTO does not receive its ful
appropriation. It's not |ike you can make up the hires
that were not hired in that year. And it has accunul ative
af fects goi ng forward.

So | think one of the real chall enges ahead of
us is to try to nmake as concerted an effort as possible,

to continue to be engaged with Congress and with the
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appropriations process, and to encourage to the extent
possi bl e support for the PTO's fee bill. And, hopefully,
that's sonething that we will at sonme point be able to
| ook back on and say it's been successfully addressed.

| appreciate the time, Conmm ssioner Godici, that
you have and your staff have spent with us today,
reporting to us and providing us with the information that
we' ve been given.

Are there any other questions fromthis group
t hat anyone would like to raise? If not, then I'lI
decl are the public session closed and adj ourned. Thank
you.

[ Meeting adjourned at 3:45 p.m]

- 00000-
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