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G. Allow continuing applications as a matter of right during the statutory term of

patent pendency, but create a tiered system of increasing fees.

To deter the potential for frivolous filing of continuing applications, the Office
could implement a tiered system of increasing fees, where each new continuing
application would be subject to increased filing fees. Note, however, such an increasing
fee system should not apply to divisional applications filed in response to USPTO

mandated restriction requirements.

H. Do not apply the proposed rules retroactively.

If the proposed rules are implemented, they should not apply retroactively to
applications which claim benefit of priority to applications that were filed and pending
prior to the effective date of the new rules. The Office has stated that the proposed rules
limiting continuing application filings would be applied to all applications filed on or
after the effective date of the final rule. However, the Office also clarified its intent that
application of the rule would bar any new continuation application (filed on or after the
effective date) from claiming benefit of a previous continuation application (filed before
the effective date), unless applicants were able to make a sufficient showing of
“necessity” as required by proposed rule 1.78(d)(1)(iv). In particular, the Office asserted:

The proposed changes to § 1.78 (if adopted) would be applicable to
any application filed on or after the effective date of the final rule.
Thus, any application filed on or after the effective date of the final
rule seeking to claim the benefit of more than a single prior-filed
nonprovisional application or international application under 35
U.SC. 120, 121, 365(c) and § 1.78 would need to either meet the
requirements specified in proposed § 1.78(d)(1)(iii) or include a
petition under proposed § 1.78(d)(1)(iv). That is, an applicant may
only file one continuation or continuation-in-part application (and
not “one more” continuation or continuation-in-part application)
after the effective date of the final rule without meeting the
requirements specified in proposed 1.78(d)(1)(iii) or including a
petition under § 1.78(d)(1)(iv).
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71 Fed. Reg. at 56. HGS respectfully submits that if the proposed rules are implemented,
it would be inequitable and unreasonable to apply these rules refroactively to continuing
applications which claim the benefit of applications filed before the effective date of the
proposed rules. Applications filed before the announcement of the proposed rules, if not
before the effective date of the proposed rule, were filed in reliance that they would be
entitled to the existing framework of the patent rules. Making the rule retroactive
violates the statutory benefit relied upon and conferred by 35 U.S.C. §§ 120, 121 and
365(c) for applications filed prior to the effective date of the newly proposed rules.
Hence, the opinion of Circuit Judge Newman in Bogese is quite apt with regard to the
Office’s currently proposed rules.

If a change in the statutory rules of prosecution is deemed
appropriate, it should be processed legislatively. An administrative
ruling, applied retrospectively against those who complied with the
law is not appropriate...The already burdensome and expensive
path to a patent does not benefit from the added encumbrance of an
unguided bar that can be imposed as a matter of administrative
discretion.

In Re Bogese, 303 F.3d 1362, 1372 (Fed. Cir. 2002).
The U.S. Supreme Court has also disapproved of administrative agencies
promulgating retroactive rules. For example, Justice Kennedy, delivering the opinion in

Bowen v. Georgetown, stated:

Retroactivity is not favored in the law. Thus, congressional
enactments and administrative rules will not be construed to have
retroactive effect unless their language requires this result...By the
same principle, a statutory grant of legislative rulemaking authority
will not, as a general matter, be understood to encompass the
power to promulgate retroactive rules unless that power is
conveyed by Congress in express terms. See Brimstone R. Co. v.
United States, 276 U.S. 104, 122 (1928) ("The power to require
readjustments for the past is drastic. It . . . ought not to be
extended so as to permit unreasonably harsh action without very
plain words"). Even where some substantial justification for
retroactive rulemaking is presented, courts should be reluctant to
find such authority absent an express statutory grant.
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Bowen v. Georgetown Univ. Hosp., 488 U.S. 204, 208 (1988). Moreover, in his

concurring opinion Justice Scalia further articulated:

The first part of the APA's definition of "rule" states that a rule

"means the whole or a part of an agency statement
of general or particular applicability and future
effect designed to implement, interpret, or prescribe
law or policy or describing the organization,
procedure, or practice requirements of an
agency...."5U.S.C. § 551 (4) (emphasis added).

The only plausible reading of the italicized phrase is that rules
have legal consequences only for the future. It could not possibly
mean that merely some of their legal consequences must be for the
future, though they may also have legal consequences for the past,
since that description would not enable rules to be distinguished
from "orders," see 5 U. S. C. § 551(6), and would thus destroy the
entire dichotomy upon which the most significant portions of the
APA are based. (Adjudication -- the process for formulating
orders, see § 551(7) -- has future as well as past legal
consequences, since the principles announced in an adjudication
cannot be departed from in future adjudications without reason.

Bowen at 216. Similarly, Justice Scalia further opined:

A rule that has unreasonable secondary retroactivity -- for example,
altering future regulation in a manner that makes worthless
substantial past investment incurred in reliance upon the prior rule
-- may for that reason be "arbitrary" or "capricious," see 5 U. S. C.
§ 706, and thus invalid. In reference to such situations, there are to
be found in many cases statements to the effect that "[w]here a rule
has retroactive effects, it may nonetheless be sustained in spite of
such retroactivity if it is reason-able." General Telephone Co. of
Southwest v. United States, 449 F. 2d 846, 863 (CAS 1971). See
also National Assn. of Independent Television Producers and Dis-
tributors v. FCC, 502 F. 2d 249, 255 (CA2 1974)... 1t is erroneous,
however, to extend this "reasonableness" inquiry to purported rules
that not merely affect past transactions but change what was the
law in the past. Quite simply, a rule is an agency statement "of
future effect,” not "of future effect and/or reasonable past effect.”

Bowen at 220.
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In the present situation, if the Office adopts the proposed rules and applies these new
rules to applications which claim the benefit of applications filed prior to the effective
date of the new rules, then the Office will be promulgating rules with legal consequences
not only of future effect, but also legal consequences for the past (despite a lack of
express authorization from Congress to pass rules of retroactive effect). The rules as
proposed would have legal consequences for the past because under the present rules
applicants were free to liberally disclose as much information as possible about an
invention, including tangentially related information which might also be separately
patentable. Applicants were (and are) free to be so liberal with their disclosure to the
public under the rules precisely because the rules allow an applicant to file as many
voluntary divisional applications and continuation applications as necessary, when
necessary, to claim various embodiments of their invention. However, if the proposed
rules are enacted as effective against applications filed before the effective date, then
applicants may lose substantial past investments in the inventions which they have
researched, developed, and liberally disclosed, because under the new rule limitations
they will be barred from claiming embodiments of their invention through continuations
and voluntary divisionals. Hence, if the proposed rules are enacted with effect against
applications filed prior to the new rules effective date, then the new rules will be altering
future regulation in a manner that makes many substantial past investment worthless. As
such, the new rules would be changing the law as it was in the past. Accordingly, HGS
respectfully submits that if the Office proceeds in implementing the proposed rules,
despite the opposition arguments presented here and by others, the rules should not be
applied retroactively because to do so would be unreasonable, inequitable, and contrary

to previously held federal common law decisions.
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I.  Advance notice of the effective date of proposed rule changes.

If the Office proceeds in implementing the proposed rules, despite the opposition
arguments presented here and by others, the Office is respectfully reminded that the
Administrative Procedures Act requires publication of a substantive rule at least 30 days
prior to the effective date of the new rule. In particular, 5 U.S.C. § 553(d)(1)-(3)
mandates:

(d) The required publication or service of a substantive rule shall
be made not less than 30 days before its effective date, except--

(1) a substantive rule which grants or recognizes an exemption

or relieves a restriction;
(2) interpretative rules and statements of policy; or
(3) as otherwise provided by the agency for good cause found and

published with the rule.

Accordingly, should the proposed rules be implemented it is expected that the Office will

provide, at least, thirty days notice prior to making the rules effective.

XI. CONCLUSION

In view of the explanations, comments, and arguments provided herein, and
otherwise, HGS respectfully requests the Patent Office not to implement the proposed
rule changes to practices for continuing applications, requests for continued examination,

and applications containing patentably indistinct claims.
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