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April 24, 2014

Deputy Director Michelle K. Lee

Deputy Under Secretary of Commerce for Intellectual Property and Deputy Director for the United
States Patent and Trademark Office

United States Patent and Trademark Office

Mail Stop Comments — Patents

P.O. Box 1450

Alexandria, VA 22313-1450

Sent Via Email: AC90.comments@usplo.gov
Deputy Under Secretary Lee:

Thank you for the opportunity to submit views to the United States Patent and Trademark Office
(UPSTO) regarding the request for comments on the proposed changes to the rules of practice
around disclosure of patent ownership.

ACT | the App Association has 5,000 startups and small business members around the world.
Since 1998, ACT has worked to advocate for the needs of small tech businesses and software
developers. ACT fully supports requiring additional transparency around attributable owner rules.
Transparency is incredibly important to combat patent trolls and shorten patent litigation
generally. However, we have concerns that the existing proposal could have unintended
consequences for startups and small firms focused on innovation.

Importance of Transparency

Transparency in ownership of patents could have a positive effect on small businesses engaged
in innovation. Our members are without the financial resources to retain legal departments, and
they rely on a stable and predictable environment in which to build their businesses. Where
transparency of patent ownership can provide stability, it serves to foster the small business
environment.

Transparency will also serve to decrease the destructive power patent trolls have had on our
industry. Patent trolls are a real threat to our members and use of shell companies to hide
ownership of patents makes fighting litigation against bogus patents much more difficult. When
our members win litigation against trolls, they often find any damages or attorney's fees awarded
to them not paid, as the shell company used to sue them contains no assets.

ACT has worked to create useful transparency in patent ownership. In 2013, ACT worked with
House Judiciary Committee Chairman Goodlatte and supported passage of H.R. 3309, the
Innovation Act. This Act contained provisions which would require greater transparency of patent
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ownership in litigation. ACT has supported similar provisions in the legislation currently being
considered by the United States Senate.

Weighing Burden with Benefits

The benefit of requiring transparency with patent ownership is that it provides notice as to who
owns the interest in an individual patent. Too often, patent trolls take advantage of the lack of
transparency to bring suits against businesses who have no way of knowing who they are actually
facing. Knowing the real party of interest would allow those facing patent trolls to more clearly
evaluate their options, find previous suits brought by this party, and better and more quickly
present a defense.

As published, the proposed rules require ownership and power of attorney disclosure during the
filing period of a patent. The benefit of transparency, however, is not equal to the burden this
requirement will place on individuals and businesses applying for patents, and on the innovation
economy ganerally.

Companies and researchers take enormous risks, invest in long-term R&D, and are building the
technologies on which the next wave of innovation will ride. Expanding attributable owner rules at
the filing stage could make it more difficult for those companies to raise capital and find partners
for potential commercialization. The most likely investors for these startups are strategic investors
tied to larger companies, often companies who are not currently working on similar technology.
These strategic investors are considering the potential for these technologies to be part of long-
term product roadmaps. In many cases, these investors want to keep their investments quiet for
pro-competitive and pro-innovation reascons. For example, look to Apple’s acquisition of
companies, technology, and people in the lead-up to the launch of the original iPod. Most of the
acquisitions were kept quiet to allow the company to launch the iPod without competitors having
a chance to get a head start on responding, or copying, their strategic direction.

We believe that the proposed changes would make this kind of strategic investment far less
appealing. Not only would this make it much harder for inventive, R&D-based startups to raise
capital, but also make it less likely that they apply for patents, thus depriving them of the benefits
patents can provide. At a time when the patent system has finally turned the corner on software
patent quality and we're looking for new inventions to fuel the next technological wave, expanding
attributable owner requirements to the patent application and grant stage is unnecessary and
could do real harm to startups and investments in long term R&D.

Instead of creating new hurdles of today’s inventors, the PTO should focus on increasing
transparency requirements on existing patents. According to recent data, the patents used by
patent trolls are generally in the last three years of their lives. These older patents are part of a
group of overly-broad and weak patents that slipped through the PTO during the 1990s.
Transparency in current patent applications would little to address the patents that trolls use most
often to go after small businesses.
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The vast majority of startups filing patents today are exactly the kind of companies and patents
we should want. The primary patent danger for small businesses and startups today are the
patents which have already been granted.

Best Transparency Balance

For small businesses with and without patents, the best balance for transparency is a system
closer to what Members of Congress have proposed in the legislation passed by the House of
Representatives. In H.R. 3309, transparency in patent ownership is required when a lawsuit for
patent infringement is filed. The owner of the patent must disclose to the USPTO, the court, and
each adverse party the identity of the: assignee of the patent, any entity with the right to enforce
the patent or with financial interest in the patent, and every ultimate parent entity.

If required before a patent has been issued and the property right conferred on its owner, the
disclosure of attributable ownership is overly-burdensome on the prospective patentee and not
outweighed by any perceived benefit.

Transparency reguirements are aimed at those who would hide behind shell companies and
misuse the patent system. Therefore, ACT proposes that such ownership disclosure occur at a
reasonable time after the patent has been granted or when the patent is first used in litigation,
whichever comes first. This would allow the benefits of transparency and help businesses battle
patent trolls while not causing harm to the innovation economy.

The patent system is built around rewarding those who invest time and capital in building our
innovation economy and allowing their breakthroughs to teach and inform others. As such, we
must implement transparency in a way that furthers our goal of promoting invention and
innovation without unintentionally harming those inventors.

Thank you for the opportunity to comment and we look forward to working with the USTPO on
patent ownership transparency.

Sincerely,

;40/07,_2,,/

Morgan Reed

jati 202.331.2130 @ACTonline
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AMERICAN INTELLECTUAL PROPERTY LAW ASSOCIATION

April 24, 2014

The Honorable Michelle K. Lee

Deputy Under Secretary of Commerce for Intellectual Property and

Deputy Director of the United States Patent and Trademark Office

United States Patent and Trademark Office

600 Dulany Street

Alexandria, VA 22312 Via email: AC90.comments@uspto.gov

Re:  Response to the Notice of Proposed Rulemaking entitled
“Changes to Require Identification of Attributable Owner”
79 Fed. Reg. 4105 (January 24, 2014); Extension of Comment
Period, 79 Fed. Reg. 9677 (February 20, 2014)

Dear Deputy Under Secretary Lee:

The American Intellectual Property Law Association (AIPLA) is pleased to have the opportunity
to present its views on the United States Patent and Trademark Office (the “Office”) Notice of
Proposed Rulemaking entitled “Changes To Require Identification of Attributable Owner” as
published in the January 24, 2014 issue of the Federal Register, 79 Fed. Reg. 4105 (the
“Notice”).

AIPLA is a national bar association with approximately 15,000 members who are primarily
lawyers in private and corporate practice, government service and in the academic community.
AIPLA members represent a wide and diverse spectrum of individuals, companies, and
institutions involved directly or indirectly in the practice of patent, trademark, copyright, and
unfair competition law. Our members represent both owners and users of intellectual property.

The proposed regulations are in response to an Executive Action issued by the White House on
June 4, 2013, entitled “Making ‘Real Party in Interest’ the New Default.”* This Executive
Action calls for rulemaking to require patent applicants and patent owners to regularly update
ownership information that includes titleholders and enforcement entities when the applicant or
patent owner is involved in a proceeding before the Office.

L “EACT SHEET: White House Task Force on High-Tech Patent Issues,” June 4, 2013, available at
http://www.whitehouse.gov/the-press-office/2013/06/04/fact-sheet-white-house-task-force-high-tech-patent-issues.

241 18th Street, South - Suite 700 - Arlington, VA 22202
Phone: 703.415.0780 - Fax: 703.415.0/786 - www.aipla.org - aipla@aipla.org
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Summary of Previous Related AIPLA Comments

In January 2012, AIPLA submitted comments to the Office in response to the “Request for
Comments on Eliciting More Complete Patent Assignment Information.” 76 Fed. Reg. 72372,
November 23, 2011. These comments responded to eight specific questions in the request and in
general stated that the proposal would dramatically change the current procedure and impose
substantial additional work and costs on applicants without providing significant benefits.
Further, AIPLA said that while the request for comments gave reasons for the proposed change,
the alleged problem was not substantiated with empirical data. In conclusion, AIPLA took the
position that the proposed changes should not be implemented.

In January 2013, AIPLA submitted comments to the Office in response to the “Notice of
Roundtable on Proposed Requirements for Recordation of Real-Party-in-Interest Information
Throughout Application Pendency and Patent Term.” 77 Fed. Reg. 70385, November 26, 2012.
These comments recognized that real party in interest information would be beneficial both
during and after prosecution, and noted that publication indicating the real party in interest could
aid in identifying conflicts within the Office. The comments expressed concern that the
proposed requirements were unduly burdensome and may not provide the intended information.
In addition, the comments suggested that the objective of making real party in interest
information available to the public in the few applications and patents where it is needed may be
achieved using much less burdensome procedures.

General Comments With Respect to the Current Proposed Rulemaking

As a preliminary matter, we wish to note that the stated goal of the White House Executive
Action is to promote more complete disclosures of attributable ownership information to
alleviate abusive patent litigation practices. According to the Executive Action, “[p]atent trolls
often set up shell companies to hide their activities and enable their abusive litigation and
extraction of settlements. This tactic prevents those facing litigation from knowing the full
extent of the patents that their adversaries hold when negotiating settlements, or even knowing
connections between multiple trolls.” However, as noted below, there is a general dearth of
evidence that NPEs “often” set up such shell companies, necessitating these rules, or even if that
is the case, whether this can be corrected by adoption of procedures within the Office.
Additional evidence that the proposed rules would actually correct behavior that is of concern
would be helpful prior to making any significant proposed changes to the rules on stating
ownership. We are extremely concerned that any rules that are adopted not place a huge burden
on the largest customers of the Office, which are not by any accounts the players that are
engaging in the behaviors that are causing concern.

AIPLA well appreciates that the draft rules attempt to address a legitimate concern (hiding
ownership of patents). Unfortunately the rules as proposed try to address this concern through
overly harsh consequences (abandonment) and potentially high burdens on all users of the patent
system. We believe that the frequency of occurrence of hiding ownership is unknown, because
one cannot in practice know how often something has been truly hidden. As a consequence,
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AIPLA suggests that the rules, subject to our further comments below, be tested through a
limited pilot program. Such a program should be designed on an appropriate scale to make the
burdens manageable but also allow the Office to determine how frequently patent ownership is
actually being concealed. Whatever information is collected during the pilot could be
maintained in confidence by the Office, and the results could be presented statistically, followed
by an analysis of the program and resubmission of proposed rules for comment. Further, the
pilot should be structured so as to ensure that the parties already known to hide patent ownership
would not be able to easily avoid participation in the pilot. AIPLA stands ready to work with the
Office and other stakeholders to work out the details of such a pilot program, which should not
be adopted without further thought and consideration.

Under 35 U.S.C. 8102(b)(2)(C), a disclosure in a patent application is not prior art if the
disclosed subject matter and the claimed invention were owned by the same person or obligated
to be assigned to the same person not later than the effective filing date. Arguably, this provision
imposes on the Office a need to know the identity of the patent owner. However, in cases where
the Office has cited prior art where the applicant can demonstrate co-ownership, the applicant
typically does so in that instance; there is no proffered evidence that this arrangement causes any
undue added burden to the work of the Office.

The proposed regulations do not state how knowledge of the attributable owner will alleviate
abusive patent litigation practices. Nor do they state how the identity of an enforcement entity is
needed to “govern the conduct of proceedings in the Office” under Section 2(b)(2)(A). Further,
the proposed regulations do not describe why the currently available procedures to determine the
patent owner for the purposes of § 102(b)(2)(C) are not sufficient, given that they have governed
practice before the office and with respect to myriad applicants without evident issue.

While each section of the proposed rules will be discussed in greater detail below, the following
general comments are provided as a summary and backdrop.

(1) While the stated problem in the executive order results from activities relating only to
a very small percentage of patents, the proposed rule affects all patent applicants and any
patentee or other party paying a maintenance fee, placing a tremendous collective burden
on all patent applicants and many or most patent owners.

(2) Practically speaking, determining the “attributable owner” in some cases will require
an understanding of complex legal issues and business practices, as well as a legal
opinion involving the law of specific jurisdictions (e.g., national, State, foreign, etc.),
making the determination a potentially expensive exercise that will nevertheless result in
information that may remain irreducibly vague (e.g., entities “required to be joined” in
lawsuits). Moreover, the definition of “attributable owner” reaches far beyond the title
holder and readily identifiable parent entities with a controlling ownership interest.

(3) While the failure of a patent applicant to comply with the proposed rule during
prosecution would result in the harsh penalty of “abandonment,” there is no explicit
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penalty for the patent owner that fails to provide the mandatory update of attributable
ownership for patents involved in Patent Trial and Appeal Board Trial Proceedings or
subject to maintenance fee payments, which may leave those procedures ineffective.

(4) Some portions of the proposed rule seem to exceed the rulemaking authority of the
Office. For example, AIPLA believes that the Office would exceed its statutory authority
under 35 U.S.C. 8 2(b)(2) to require disclosure of an enforcement entity.

(5) There are confusing or unclear terms in the proposed rule.

(6) The proposed rule may include public disclosure of confidential ownership
information and confidential exclusive license arrangements, which may adversely affect
existing and future contractual relationships.

Statutory Authority

The statutory authority for the proposed rules appears at 35 U.S.C. § 2(b)(2)(A), which states
that the Office “may establish regulations, not inconsistent with law, which ... shall govern the
conduct of proceedings in the Office.” In Star Fruits S.N.C., v. United States, the Federal Circuit
found 37 C.F.R. § 1.105 to be within the rulemaking authority of the USPTO. 393 F.3d 1277
(Fed. Cir. 2005). The examiner used this rule to require an applicant to provide information on
sales of the claimed plant variety anywhere in the world. Id. at 1280. The Court upheld the rule
even though the requested information — sales outside of the United States — would not have been
prior art under 35 U.S.C. § 102. The request was deemed proper because the information was
relevant to the examination of the patent application. Id. at 1282.

Applying Star Fruits to the proposed rules, it is arguable that the Office has the authority to
require applicants to identify the owner of the claimed invention so that the examiner may
determine which references are disqualified as prior art under 35 U.S.C. § 102(b)(2)(C), on the
grounds that they were commonly owned as of the effective filing date of the claimed invention
being examined. 79 Fed. Reg. at 4108. Also, Office personnel need to know whether they have
a conflict of interest in examining an application, for example if they own stock in the ultimate
patent owner. Id. It is doubtful, however, that the Office has the authority to require applicants
to identify the enforcement entities of an issued patent, or those with other financial interests.

It is also doubtful that the Office has the authority to require applicants to update the ownership
information when maintenance fees are paid on an issued patent. The justification given for this
requirement in the Notice is based on the post-grant proceedings under the Leahy-Smith America
Invents Act. The Notice states that a person initiating one of these procedures needs to know the
attributable owner. Id. Both Post Grant Review and Inter Partes Review, however, already
require the patent owner to identify the real party in interest in the patent owner’s response. The
Notice does not indicate why that information is not sufficient to meet the needs of the Review
requesters and/or the Office in those proceedings.
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It is also doubtful that the Office has the statutory authority to require disclosure of assignees and
licensees of applications and patents filed before the effective date of the rules. These
assignments and licenses may be confidential. Requiring their disclosure would be a substantive
rule change as it would “*effect a change in existing law or policy’ which ‘affect[s] individual
rights and obligations.”” Cooper Technologies Co. v. Dudas 536 F.3d 1330, 1336 (Fed. Cir.
2008). At least to the extent that these rules would require disclosure of information that the
parties had previously agreed would be held in confidence, the rules would affect individual
obligations and, thus, would be substantive. The Office does not have the authority under 35
U.S.C. § 2(b)(2) to issue substantive rules. Cooper Technologies, 536 F.3d at 1336.

Detailed Comments on the Proposed Provisions

Proposed § 1.271 -- Attributable Owner (Real-parties-in-interest for reporting purposes).

Proposed § 1.271(a)(2) may require public disclosure of confidential ownership information and
confidential exclusive license arrangements. Because it could adversely affect an existing
contractual relationship by, for instance, requiring one of the contracting parties to violate a
confidentiality provision, it cannot be considered merely procedural, and hence exceeds the
Office’s rulemaking authority. It is also irreducibly vague, resulting in the danger that the failure
to identify a marginal party could result in forced abandonment. Applying such a broad and
vague requirement, subject to significant post-hoc variance and analysis, with the potential
penalty of abandonment puts patent applicants at a serious disadvantage, which might engender
vast over-disclosure of potential interests that might, in hindsight, be considered to possibly
require “joinder,” arguably hurting not helping accurate disclosure of attributable ownership.

Proposed § 1.271(b) incorporates by reference definitions from unrelated volumes of the CFR.
This leaves many terms undefined. For example, it remains unclear what an unincorporated
“foundation, fund or institution” is for the purposes of attributable ownership. The patent rules
should be self-contained.

Proposed 8§ 1.271(c) is unclear and confusing. It is vague as to what types of agreements are
covered and the effects of these agreements. Also, the term “vesting” is not defined, especially
as it concerns an enforcement entity.

While proposed 8 1.271(d) provides a definition of “entity” that overrides the definition in 16
C.F.R. 810.1, the terms “control” and “hold” remain defined in that section. To provide the
requested information, the patent applicant or owner would need to understand these terms as
well.

In proposed 8§ 1.271(e), the exclusion of governmental bodies from the definition of “entity” may
make it difficult to determine the identity of the ultimate parent entity when a majority share of a
corporation is owned by one or more governmental entities. In this case, there may be no
“ultimate parent entity” because the controlling entity is not an “entity” under the definition.
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With respect to proposed § 1.271(f), there is no justification for the disclosure of the information
required by § 1.271(f). For example, of what benefit is the stock symbol and stock exchange of a
publicly traded company? What is the benefit of requiring the residence address of a natural
person? Furthermore, important information is not included, such as an address for service.

Proposed § 1.271(g). This further significantly and vaguely expands the potential sphere of
“attributable owners.” Further, even given a corporate parent company that has been properly
disclosed, if e.g. an individual shareholder acquires stockholder control (whether by purchasing
more than 50% of stock or other equivalent control), patent practitioners would be required to
keep abreast of such corporate and shareholder matters on behalf of all of their clients, or risk
potential abandonment of applications.

The estimated burden of providing the required information about all of the attributable owners
as being approximately six minutes is grossly underestimated. Given the complex corporate
structures of many multinational corporations, it may be very difficult to provide all of the
information required in § 1.271(f) to identify all of the attributable owners. Many of these
corporations have thousands of active patents and applications. Providing the required
information would be unduly burdensome. Because the penalty for providing erroneous
information may involve abandonment of the application and/or a violation of Rule 56, more
than a cursory investigation is needed. The estimated burden should include the estimated cost
of the investigation and not just the cost of filling out the form.

Lastly, the requirement to identify all partners in a partnership and all shareholders in a privately
held corporation is overreaching and unnecessary. It includes passive as well as active entities.
Disclosure of this information would be invasive and unduly burdensome for start-up
corporations, the ownership of which may change frequently as new angel investors and venture
capital funding is obtained. For the purpose of “the conduct of proceedings before the Office,
the identity of the corporation or partnership should be sufficient.

Proposed 8 1.273 -- Initial identification of attributable owner in an application.

The remedy in this section, namely abandonment of the application for failure to provide the
attributable owner information or for providing erroneous information when the application,
reissue application or PCT application is filed, is too harsh a penalty.

This is substantive rulemaking, and hence exceeds the Office’s rulemaking authority, because it
may require the disclosure of information that is confidential under a pre-existing contractual
relationship (i.e., a confidential owner or a confidential exclusive licensee).

Disclosure of the attributable owner at the time the application is filed should be limited to the
actual assignee of the application. This is clear, understandable, and conforms with general best
practices, and also makes clear, at least at the time of the application, who can be sued or
notified.
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Proposed 8 1.275 -- Maintaining current attributable owner during prosecution of an
application.

The requirement in this section for updating attributable ownership information during
prosecution is unduly burdensome on the patent applicant and the practitioner. Changes in the
attributable owner of an application due to intra-corporate transfers of a public corporation or
changes in investors of a privately-held corporation would often not be known either to the
technology department of a company, or to a patent practitioner. Thus, the practitioner would
need to docket a task, and perhaps to gather extensive corporate information, to determine
whether the information is current every three months during the pendency of the application.
The result of not doing this would be that the application may go abandoned due to an unknown
change in attributable owner.

Changes in attributable owner of a patent application, especially changes to the enforcement
entity, are immaterial to the examination of the application. The information required should be
limited to the identification of the assignee, as that is the party that one must sue or seek notice
from.

This is substantive rulemaking, and hence exceeds the Office’s rulemaking authority, as it may
require the disclosure of information that is confidential under a pre-existing contractual
relationship (i.e., a confidential owner or a confidential exclusive licensee).

Three months is too short a time for complex transfers involving a corporate acquisition. It may
be difficult to determine what patent rights are owned by an acquired company, especially if the
agreement lists patent rights according to general technology area or field of use.

Proposed § 1.277 -- Identifying current attributable owner at allowance.

Any requirement for updating Attributable Ownership information when a notice of allowance is
mailed would be substantive rulemaking, and hence exceed the Office’s rulemaking authority, as
it requires the disclosure of information that may be confidential under a pre-existing contractual
relationship (i.e., a confidential owner or a confidential exclusive licensee). In effect, it would
make it unlawful to confidentially assign or license an invention.

As stated above, three months is too short a time for complex transfers involving a corporate
acquisition. It may be difficult to determine what patent rights are owned by an acquired
company, especially if the agreement lists patent rights according to general technology area or
field of use.
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Proposed § 1.279 -- Correction of failure to notify the Office of a change to the attributable
owner and errors in notice of attributable owner in a pending application.

This section provides a relatively inexpensive method to correct a good-faith error in a pending
application, which is positive.

However, the fee under 8 1.17(g) of $200 for a large entity is high because it applies to each
application. One possible improvement may be to allow one petition to cover multiple
applications for a single $200 fee.

Additionally, the rule or the accompanying comments should provide more guidance as to what
is required for the “showing of the reason for the delay, error, or incompleteness.”

Proposed § 1.381 -- Identifying current attributable owner with maintenance fee payment.

Many patent owners outsource the payment of maintenance fees to payment services and rely on
these services to keep track of the due dates. This regulation would require coordination
between the company and the maintenance fee service to ensure that the information is updated
before the maintenance fee is paid.

The regulation does not provide any penalty for failure to update the attributable ownership
information.

A possible improvement may be to not require any affirmative indication or submission when
there has been no change in the attributable ownership information.

There is a question as to how this provision would be enforced. It cannot be raised in a post-
grant procedure, as Inter Partes Review is limited to printed publications and Post Grant Review
is limited to defenses under 35 U.S.C. § 282(b). Because the rule does not specify a penalty, it is
difficult to see how it could be enforced in a court proceeding, and including a penalty may
exceed the Office’s rulemaking authority.

Proposed § 1.383 Identifying attributable owner in patents involved in Patent Trial and
Appeal Board Trial Proceedings.

The comments do not describe any problem with the real party in interest information currently
required under 842.8(a)(2). This information should be sufficient in a post-grant proceeding.
Information about the enforcement entity is immaterial to the post-grant proceeding as it is the
patent owner who will lose rights if the patent is invalidated.

It is inefficient and confusing to have regulations covering one submission in two different
sections of the C.F.R. Any modification of this requirement should be implemented as a rule
change to § 42.8(a)(2).
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The regulation does not provide a penalty for failure to disclose this information, so the provision
would be ineffective.

Proposed 8 1.385 -- Identifying attributable owner in patents involved in supplemental
examination and reexamination proceedings.

As stated above, it is inefficient and confusing to have regulations covering one submission in
two different sections of the C.F.R. Any requirement for submissions with reexamination
requests and supplemental examination requests should be contained in § 1.510 and § 1.610,
respectively.

The requirement to submit updated attributable owner information in a reply or other paper raises
the same concerns as the need to update the attributable owner information during prosecution as
set forth in the comments to § 1.275, above.

Proposed 8§ 1.387 -- Correction of failure to notify the Office of a change to the attributable
owner and errors in notice of attributable owner in a patent.

With respect to correcting a good-faith error in identifying the attributable owner in an issued
patent, see the comments to § 1.279, above.

Alternative Rule Concepts

Given the concerns raised above on the proposed rules, AIPLA requests that consideration be
given to the following suggestions, which would benefit from further public comment. These
alternative rule concepts are designed to be tailored to address the abusive patent litigation tactics
that have given rise to concerns, while avoiding much of the undue burden to the Office, and to
legitimate users of the patent system. As previously discussed, the stated goal of providing more
complete attributable ownership information, according to the White House’s Executive Action,
is to alleviate allegedly abusive patent litigation practices. Thus, the rules required to achieve
that goal would be those that are sufficient to address the problem of abusive tactics, which apply
in only a limited number of patent litigation procedures and only to a very limited number of
patent applications and patents. It is AIPLA’s position that any proposed rules should be as
limited as possible to address the stated goal without affecting current patent practice that does
not contribute to the stated problem.

1. A first alternative rule could require a patent owner to assure that any immediate
assignee of the patent is up-to-date in the electronic file wrapper or the patent assignment
database when the application is filed and when the patent issues. Rather than disclosing
the information required in 88§ 1.271(f) and (g) for the entities described in 8§ 1.271(a)-
(e), it is suggested that the Office may require disclosure of the ultimate parent entity
when an application is filed. This would satisfy the examiner’s needs under 35 U.S.C. §
102(b)(2)(C). In addition, to the extent that the Office is authorized to require basic
assignee information, this may be done when the Notice of Allowance is mailed.
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2. A second alternative could require that, if assignment information for a parent entity
of the immediate assignee is not of record, then the applicant will not qualify for the
exclusion of prior art owned by that parent entity, under 35 U.S.C. § 102(b)(2)(C).

3. AIPLA also believes that there are a number of situations where ownership is apparent
based upon the use of a common name in both the specific owner and more general
corporate family, such as through the use of a common house-mark. In such instances,
we believe that corporate formalities overwhelm the ease by which ownership can be
readily appreciated, and that the Office should craft rules that provide clear and easy to
understand “safe harbors” for patent owners who have such common structures under
similar/common names.

4. Another alternative would be to require the patent owner to assure that just the basic
assignee information (including ultimate parent entity) is disclosed and up-to-date before
they undertake any steps to enforce a patent, e.g., initiate an infringement suit.

5. A further alternative could allow a member of the public to anonymously request
acceptable real party in interest information at any time during prosecution of a patent
application or after its issuance. The Office could contact the currently identified owner
and require that owner to identify or otherwise verify the basic assignee information
including ultimate parent entity within a certain time period, for example 60 days, and the
information would be published in the electronic file wrapper. Once basic assignee
information has been provided in response to a public inquiry, that information would
need to be updated with any change for the next 12 month period.

6. Another alternative rule could require updating the ownership information when a
patent becomes involved in certain post-issuance proceedings at the Office, including
supplemental examination, ex parte reexamination, or a trial before the PTAB or a U.S.
District Court. If the patent owner does not update the information, the patent owner or
any enforcement entity would not be able to bring suit based on the patent until the
attributable owner information is corrected, including the enforcement entity. In
addition, the patent owner or enforcement entity would not be able to collect damages for
any time that the basic assignee information was incorrect. The penalty proposed for the
alternative rule is similar to the Copyright Act (17 U.S.C. § 411) which requires
registration or preregistration of a copyrighted work before suit can be brought based on
that work. It also has an analog in the patent marking statute at 35 U.S.C. 8 287(a).

7. Lastly, rather than change or verify the basic assignee information at various stages of
a patent application or patent’s life, an owner could voluntarily provide an updated
organization chart that would allow a member of the public to see the ownership
connection of an application with the basic assignee information.
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These alternative rules would remove the burden of the proposed rule from the vast majority of
users, would provide the ownership information to the office where it is actually needed, and
would allow the public, if there is a want or need to know who the attributable owner is, to
request that information.

AIPLA appreciates the opportunity to comment on the Proposed Rulemaking regarding the
Requirement to Identify Attributable Ownership. AIPLA looks forward to further dialogue with
the Office including discussions of possible alternatives to the currently proposed rules.

Sincerely, )
1 4 r
|I-': o

d1 0 1 "E‘IIL-;

Wayne'ﬁ.jobon
Presiden
American Intellectual Property Law Association
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AIPPI JAPAN

4F, Yusei Fukushi Kotohira Bldg.
14-1,Toranomon 1-chome,
Minato-ku Tokyo,
105-0001,Japan

Telephone : Tokyo (03) 3591-5301
Facsimile : Tokyo(03)3591-1510

International Association for the Protection of Intellectual Property of Japan
April 24, 2014

Ms. Michelle K. Lee

Deputy Under Secretary of Commerce

for Intellectual Property and Deputy Director of
the United States Patent and Trademark Office

Attention to: Mr. James Engel
Senior Legal Advisor, Office of Patent Legal Administration
Office of the Deputy Commissioner for Patent Examination Policy

Re: Comments on the “proposed rules for changes to require identification of
attributable owner”

Dear Sirs,

The Japanese Group of AIPPI (AIPPI Japan) appreciates the opportunity to offer
comments regarding the “proposed rules for changes to require identification of
attributable owner”

AIPPI Japan is the local group in Japan of AIPPI, The International Association for
the Protection of Intellectual Property, which has more than 9,000 members
worldwide. The Japanese group was founded in 1956 and currently has about
1,100 members (approximately 900 individuals and 200 corporate members). Itis
the largest national/regional group of AIPPI. Its members include patent attorneys,
lawyers and other patent practitioners in private and corporate practice, and in the
academic community. AIPPI Japan represents a wide and diverse spectrum of
individuals, companies, and institutions involved directly or indirectly in the practice
of patent, trademark, copyright, and unfair competition law, as well as other fields
of law affecting intellectual property.

Our comments are as follows.



AIPPI Japan's Comments regarding the USPTO's proposed rules for changes
to require identification of attributable owner

AIPPI Japan understands the importance to ensure timely updating of patent
ownership information and enhance the transparency of such information for the
benefit not only patent examiners and patent judges but also third parties. However,
in view of possible undue burdens on ordinary patent applicants and patent owners,
we have the following comments and wish a reconsideration of the proposed rules
in question.

1.The proposed rules uniformly require a patent applicant and patent owner
(hereinafter collectively referred to as the "patent owner") to record attributable
owner information at each step during the prosecution process; upon filing, when
replying to an Office action, upon patent registration, upon payment of a
maintenance fee, upon filing a petition for post-grant proceedings, and during
post-grant proceedings. This requirement is not advisable because it would
complicate procedures and place an undue burden on the financial and human
resources of patent owners.

1-1. We therefore respectfully propose that the proposed rules be revised to
provide that a new attributable owner should be recorded within a predetermined
period (e.g., three months) from the date of a change during the period from the
filing of the application to the expiration of the patent term with regard to the
attributable owner information recorded at the time of the filing.

The revised rule which we propose in the preceding paragraph should also apply
to post-grant proceedings (e.g., inter partes review (IPR), covered business
method review (CBM), and post-grant review (PGR)), because a rule exists
requiring a patent owner to file notice confirming who has standing to enforce the
patent immediately after the petition to institute proceedings is filed. Therefore,
recording of attributable owner information should be required within the
predetermined period after filing the petition "only where there is a change” in the
attributable owner.

1-2. If our proposal mentioned in item 1-1 above is unacceptable to the USPTO,
we alternatively propose that the proposed rules be revised as follows:

In order to mitigate the burdens (for example, required time and cost) on
patent owners and their attorneys, a simple procedure should be considered to
enable them to report no change in the attributable owner each time reporting is
required. Such consideration may include, for example, providing a check box or
sample statement in an application data sheet (ADS) or any other form to be
submitted.



2. Upon filing and while a patent application is pending

The information required to be reported upon filing and while a patent
application is pending must be limited to the minimum necessary for a patent
examination. Recording of attributable owner information should be required only
where there is a change in the attributable owner recorded at the time of the
filing, who was the "same person” within the meaning used in the provisions of
AlIA-35 U.S.C.102(b)(2)(C); "the subject matter disclosed and the claimed
invention, not later than the effective filing date of the claimed invention, were
owned by the same person or subject to an obligation of assignment to the same
person.”

3. The definition of an “attributable owner,” which must be recorded under the
proposed rules, is complicated. We therefore request that the USPTO includes
brief examples to enable users to ascertain what parties would be regarded as
attributable owners without consulting experts in corporate law because there
may be some differences between the corporate law of the United States and
that of other countries. To be specific, we believe undisclosed shareholder
information and licensee information should be excluded from the scope of
attributable owner information.

4. Penalty for failure to comply with the requirement

According to the proposed rules, a patent owner who failed to comply with
the requirement to record attributable owner information shall be subject to
severe penalties, i.e. abandonment of the application or loss of the right to
enforce the patent. We believe remedies for failure to the meet the time limit
without malicious intent or due to force majeure as well as conditions for
enjoying such remedies should be established, while ensuring consistency with
the Patent Law Treaty (PLT).

5. Procedure for reporting after the patent grant

After the patent is granted, requiring the recording of attributable owner
information only at the time of a maintenance fee payment is insufficient to
ensure timely updating of information (because of the possibility of a
considerable time lag between the change and the recording). Therefore,
recording of attributable owner information should be required within the
predetermined period (e.g. three months) for any change in the attributable
owner occurring after the patent grant, instead of only at the time of the first to
third fee payments.

Very truly yours,



Eiji Katayama
President
The Japanese Group of AIPPI
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THE BOSTON PATENT LAW ASSOCIATION

April 24, 2014

By Email: AC90.comments @uspto.gov
James Engel, Senior Legal Advisor

United States Patent and Trademark Office
P.O. Box 1450

Alexandria, VA 22313-1450

Re:  Comments on Changes to Require Identification of Attributable
Owner, in response to requests for comments at 79 Fed. Reg. 4105
(January 24, 2014) (submission deadline extended to April 24,
2014 at 79 Fed. Reg. 9678 (February 20, 2014))

Dear Sir:

The Boston Patent Law Association (BPLA) thanks the United States
Patent and Trademark Office (USPTO) for the opportunity to comment on
the proposed rules to implement changes to require identification of
attributable ownership. The BPLA is an association of intellectual
property professionals, providing educational programs and a forum for
the exchange of ideas and information concerning patent, trademark, and
copyright laws in the Boston area. These comments were prepared with
the assistance of the Patent Office Practice Committee of the BPLA. These
comments are submitted by the BPLA solely as its consensus view. They
are not necessarily the views of any individual member, any firm, or any
client.

We appreciate the USPTO’s efforts to further improve the information
available to the public regarding patent applications and granted patents,
and offer the comments presented below in an attempt to assist the
USPTO in these efforts. See 79 Fed. Reg. at 4105-06. Our comments are
organized by subject.

Quincy, MA 02169 Ph. 617-507-5570 www.bpla.org
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What Ownership Information Should Be Reported? Section 1.271 Attributable
Owner (Real-parties-in-interest for reporting purposes)

Proposed Rule 1.271 defines the entities that will be required to be reported under the procedures
set forth in this set of proposed rules. Paragraph (a)(1) would require that assignees be reported.
Paragraph (a)(2) would require that entities that would be necessary to join in a lawsuit to have
standing to enforce the (resulting) patent be reported (“‘enforcement entities”). Paragraph (b)
would require the ultimate parent entity as defined in 16 C.F.R. § 801.1(a)(3) be reported.
Finally, paragraph (c) would require any entity using various instruments to temporarily divest or
delay attributable ownership be reported.

The BPLA supports reporting assignees, as required by paragraph (a)(1), but does not support the
requirement for reporting the other entities discussed above because such requirements would
unnecessarily burden patentees, applicants, and patent practitioners, without appreciably
increasing the useful information provided to the public.

Regarding the paragraph (a)(2) requirement to disclose enforcement entities, standing is one of
the more complex areas of the law, and one which is also subject to frequent revision. Moreover,
patent practitioners, and patent agents in particular, typically lack extensive knowledge of
standing law. If enforcement entities must be disclosed, then practitioners will have to request
this information from their clients, who may not have such information readily available. Clients,
as well as their licensees, may also be reluctant to have such information disclosed publicly.
Furthermore, abandonment, for example, is an overly severe penalty for making an incorrect
interpretation in this complex area of law. Accordingly, requiring the disclosure of enforcement
entities as part of attributable ownership will burden clients, licensees, and practitioners with
unnecessary costs and increased uncertainty. Providing the public with access to assignee
information for each patent is sufficient to afford a person interested in licensing a patent or
addressing a potential infringement issue with a point of contact to begin such a discussion.

As with enforcement entities, the BPLA believes that requiring the reporting of the ultimate
parent entity under paragraph (b) unduly burdens patentees, applicants, and practitioners, without
corresponding significant benefits to the public. A practitioner may not be aware of a client’s full
corporate structure, and ordinarily will not be informed when that structure changes. Similarly,
clients may not be aware of the need to notify practitioners when such changes occur. Thus,
practitioners must continually request updates from their clients, who in turn will be required to
inform them of changes in corporate structure, leading to added costs and complexity. Combined
with the enforcement entity requirement of paragraph (a)(2), this burden may extend to
investigating and reporting a licensee’s corporate structure, which as discussed above, licensees
and other business partners may be unwilling to provide publicly, thus discouraging patenting
and licensing.

One Batterymarch Park Suite 101 Quincy, MA 02169 Ph. 617-507-5570 www.bpla.org
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The proposed requirement of paragraph (c) is equally onerous because it requires additional
research into various instruments and arrangements that typically falls outside the expertise of
patent practitioners. As with enforcement entities and ultimate parent entities, clients and
licensees may also wish to avoid having to disclose the existence of such arrangements, and the
benefits to providing information about all such arrangements to the public is not apparent. Thus,
paragraph (c)’s requirements will generate further costs, with a corresponding decrease in
investment and patenting activity, without apparent substantial benefit.

Regarding the stated objectives of assisting Examiners in identifying potential double patenting
rejections, assignee information will inform most such situations. Furthermore, under Rule 56,
applicants and practitioners already have a duty to bring any such information relating to
potential double patenting rejections to an Examiner’s attention. See 37 C.F.R. § 1.56. If an
Examiner requires further information regarding ownership with respect to double patenting or
other prior art-related issues, the Examiner may request this information under existing practice.
See 37 C.F.R. § 1.78(f). Similarly, if an Examiner believes based on the assignee information
provided that there may be a potential conflict of interest in examination or issue with respect to
power of attorney, the Examiner may request further information as necessary from the
applicant. See id.

On the other hand, if an Examiner is entirely unaware that an entity, in which he or she has a
financial interest, is an attributable owner under the proposed Rules, then no conflict of interest
has arisen that needs to be rectified. Under 5 C.F.R. § 2640.103, an Office employee is
“prohibited from participating personally and substantially in an official capacity in any
particular matter in which, to his knowledge, he or any other person specified in the statute has a
financial interest.” (Emphasis added.) Identifying other peripheral interests seems more likely,
therefore, to create the existence of a conflict where none would have existed in the first place.
Identifying additional parties as called for in the proposed Rules would place new burdens on the
USPTO to clear any conflicts, and may slow prosecution even further, i.e., more time to review
information, clear any conflicts, and if the information changes during prosecution a potential
need to transfer. Conflict check using assignee information only seems sufficient and more
practical.

Finally, paragraph (e)’s exemption from the definition of “entity” for federal, state, and foreign
agencies is potentially problematic. Not only would it undermine the objectives of the proposed
rules by exempting from compliance large categories of entities, for example, public state
universities, but it would also fail to evenly distribute the burden of disclosure.

Accordingly, BPLA suggests that proposed Rule 1.271 should be limited to the entities described
in paragraph (a)(1) and that paragraphs (a)(2), (b), and (c) should be omitted. While BPLA
acknowledges that providing assignee information for each patent provides a benefit to the
public, it is unclear what significant additional benefit is afforded by the complex and onerous
reporting provisions of paragraphs (a)(2), (b), and (c).

One Batterymarch Park Suite 101 Quincy, MA 02169 Ph. 617-507-5570 www.bpla.org
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L. When Should Ownership Information Be Reported? Sections 1.273, 1.275, 1.277,
1.381, 1.383, and 1.385

Proposed Rules 1.273, 1.275, 1.277, 1.381, 1.383, and 1.385 define the times at which
attributable owners must be reported. During the pendency of an application, proposed Rules
1.273 and 1.277 require disclosing the attributable owner at the time of filing and allowance,
respectively, while proposed Rule 1.275 requires disclosing changes in attributable ownership at
any other time between these two events. After issuance, proposed Rules 1.381, 1.383, and 1.385
require disclosing attributable ownership information in conjunction with the payment of
maintenance fees, proceedings before the Patent Trial and Appeal Board, and supplemental
examination and reexamination proceedings, respectively.

The BPLA supports reporting the assignee information at the time of filing and allowance, as
required by proposed Rules 1.273 and 1.277, respectively, but does not support the requirement
for reporting ownership at other times, because of the increased costs and complexity, as well as
the uncertain benefit from such additional reporting.

Filing and allowance are appropriate times to require disclosing attributable ownership
information. In the former case, the applicant already has an obligation to provide other details as
part of the patent application. Moreover, the Notice of Missing Parts is a natural, pre-existing
mechanism to address instances where the applicant omits to supply the assignee information at
the time of filing. As for the latter case, a Notice of Allowance is a discrete event that gives the
applicant sufficient notice that updated assignee information is required. These proposed
requirements would also be in keeping with the existing practice for the timing of recording
voluntary assignments. See, e.g., 79 Fed. Reg. at 4115 (noting “[t]he high percentage of patent
applicants who currently submit an assignment document for recordation and the relatively low
percentage of patent applicants who submit a second assignment document for recordation”).

In contrast, requiring further reporting of attributable ownership at all other times during
prosecution under proposed Rule 1.275 would be onerous for applicants and practitioners,
because of the added costs and complexity associated with continuous inquiry to clients, or
conversely, notification of practitioners. Under the current rules the real party in interest must be
identified in an appeal brief or in a contested case under 37 C.F.R. §41.8(a)(1). Moreover, given
that an Examiner would have initial assignment information upon filing in order to inform the
examination, and that the patent could not be asserted against third parties until after issuance,
this additional disclosure requirement during prosecution would be of minimal benefit in
accomplishing the objectives of the proposed Rules.

Similarly, further disclosure of attributable ownership at certain times following issuance, as
required by proposed Rules 1.381, 1.383, and 1.385, also appears to provide minimal added
benefit, not only given existing voluntary recording practice, but also because of the infrequent
timing of maintenance fee payments and post-grant proceedings. The BPLA believes that the
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requirement under existing practice to identify real parties in interest in post-grant trial
proceedings is already sufficient. See 37 C.F.R. § 42.8(a)(2), (a)(3), (b)(1). Likewise,
Supplemental Examination also already requires identification of "the owner(s) of the entire
right, title, and interest in the patent requested to be examined” and can only be filed by such a
party. 37 C.F.R. §§ 1.601(a) and 1.610(b)(9).

Accordingly, the BPLA suggests that the proposed reporting times should be narrowed to the
time of filing (proposed Rule 1.273) and upon a notice of allowance (proposed Rule 1.277) and
that Rules 1.275, 1.381, 1.383, and 1.385 should be omitted from the final implementation of the
proposal. Such an amendment would limit the burden created by requiring additional reporting
times.

III. Enforcement and Correction. Sections 1.273, 1.275, and 1.277

The BPLA believes that abandonment is too severe of a penalty for failing to properly report
ownership information. In particular, the BPLA disagrees with any interpretation of the rules
under which a party that in good faith attempts to name all attributable owners, but makes a
mistake that is not discovered until later, e.g., during infringement litigation, will nevertheless
face abandonment of the application or patent under proposed Rule 1.273. Clarification of this
point in the rules would be beneficial.

The proposed abandonment penalty may also have negative consequences for the judicial
system, despite a central objective of the proposed Rules being the abatement of litigation
abuses. A comparison with inequitable conduct is instructive. Because a finding of inequitable
conduct leads to the unenforceability of the patent in question, alleged infringers often raise this
defense, burdening the courts with the task of evaluating such claims. Moreover, patentees are
often pressured into settling even when facing meritless inequitable conduct claims rather than
risk unenforceability. The BPLA believes that the proposed abandonment penalty will similarly
tax judicial resources by requiring courts to evaluate additional infringement defenses, while
unfairly disadvantaging patentees in litigation for what is at most a minor technical issue.

Proposed Rules 1.279 and 1.387 provide a method for correcting a failure to notify the office of a
change to the attributable owner, at the pending application stage and after grant, respectively.

Each of these proposed Rules notes that “the failure or error may be excused . . . by a showing of
reason for the delay, error, or incompleteness, and the petition fee set forth in 1.17(g).” 79 Fed.
Reg. at 4120. The BPLA believes that delay, error, or incompleteness should be excused upon a
statement that such delay, error, or incompleteness was unintentional. Otherwise, patentees,
applicants, and practitioners will have the added costs and complexity of compiling evidence that
could be used to make the showing required by proposed Rules 1.279 and 1.387. Moreover, there
will be increased uncertainty as to what kind of evidence the USPTO will consider sufficient to
excuse a good faith failure to provide attributable ownership information.
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The BPLA also believes that, once corrected, the patent or application should be treated as if the
ownership information was originally correctly provided.

As discussed above, BPLA agrees that identification of assignee information should be required
(1) at the time of filing, e.g., as part of the Application Data Sheet or requirement pursuant to the
Notice to File Missing Parts, which must be completed in order to proceed with prosecution; and
(2) with the issue fee payment, which must be submitted in order for the patent to issue. Failure
to report assignee information should thus be addressed by the USPTO at these time periods.
Inadvertently incomplete or incorrect reporting of assignee information should be correctable
with a statement that it was made unintentionally, as noted above. Intentionally false or
misleading misrepresentations would adversely affect the enforceability of the patent, as
provided for under existing law regarding inequitable conduct.

IV. Additional Observations (Economic Costs of Compliance and Legislative
Alternatives)

The USPTO has estimated that the cost of compliance will average $100 per application. See 79
Fed. Reg. at 4116. The BPLA believes that this estimate is too low. The 2013 Report of the
Economic Survey published by the American Intellectual Property Law Association (AIPLA)
indicates that in 2012, the median fee for legal services associated with paying a routine
maintenance fee for a U.S. patent was $250. See Am. Intellectual Property Law Ass’n, 2013
Report of the Economic Survey 27 (2013).

The BPLA believes it is reasonable to estimate that the average cost of compliance with these
rules over the lifetime of an application and patent will at least exceed the $250 costs associated
with each payment of a maintenance fee. When multiplied by the 437,000 annual applications
received by the USPTO, see 79 Fed. Reg. at 4115, even a low estimate of the economic effects
associated with this rulemaking will annually exceed $100 million. The BPLA therefore suggests
that the USPTO reconsider the costs of implementing these proposed rules, given the potential
negative impact on investment, research and development activities, and the economy as a
whole.

As for the White House executive actions calling for new measures to address patent litigation
abuses, which the USPTO has identified as a primary driver for the proposed Rules, the BPLA
notes that Congress is also considering reforms to address many of these same issues. See H.R.
3309, 113th Cong. (2013). The BPLA suggests that the USPTO consider whether Congress is the
more appropriate body to implement such tailored remedies without potential concerns about
statutory authority.
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V. Conclusion

The BPLA appreciates the opportunity to comment on the USPTO’s proposed Changes to
Require Identification of Attributable Owner. Thank you in advance for your consideration of
our comments.

Sincerely,

Boston Patent Law Association

o, Tloo L hefpnr

BPLA Patent Office Practice Committee Co-Chairs
Emily R. Whelan, Esq.
Nicole A. Palmer, Esq.
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April 24, 2014

The Honorable Michelle K. Lee
Deputy Under Secretary of Commerce for Intellectual Property
and Deputy Director of the United States Patent and Trademark Office
United States Patent and Trademark Office
Mail Stop Comments-Patents
P.O. Box 1450
Alexandria, VA 22313-1450

Via email: AC90.comments@uspto.gov
Attn: James Engel, Office of the Deputy Commissioner for Patent Examination Policy
Dear Deputy Under Secretary Lee:

BSA | The Software Alliance is pleased to have the opportunity to submit its views to the
United States Patent and Trademark Office (“PTO”) with respect to the request for
comments on Changes To Require Identification of Attributable Owner. BSA is a strong
supporter of increased transparency in patent ownership.

BSA is the leading advocate for the global software industry.! Patents are a critical way our
members protect their innovations. This is because BSA believes that Intellectual property
rights are the cornerstones of innovation—giving creators confidence that it is worth the risk
to invest time and money in developing and commercializing new ideas. For the software
industry in particular, robust intellectual property protections are fundamental to ongoing
innovation and technology improvements. As a result, BSA members support ongoing
efforts to improve the quality of software patents.

I. BSA Strongly Supports Greater Transparency of Patent Ownership

BSA applauds the efforts both at the PTO and in Congress to improve access to patent
ownership information. Any market is made more efficient by better information. An
effective and efficient patent system - and the market between licensors and licensees - will
benefit from a greater disclosure of ownership information.

Transparency regarding ownership interest in a granted patent is also important for good-
government purposes. A patent is a grant by the government of a limited monopoly. The
traditional trade-off for the grant is disclosure of the invention. In BSA’s view, however it is
also appropriate after that grant is made to encourage the owner of the patent to disclose
the attributable owners of the patent.

1 BSA’'s members include: Adobe, Altium, Apple, ANSYS, Autodesk, AVG, Bentley Systems, CA Technologies,
CNC/Mastercam, Dell, IBM, Intel, Intuit, McAfee, Microsoft, Minitab, Oracle, PTC, Rockwell Automation, Rosetta
Stone, Siemens PLM, Symantec, Tekla, The MathWorks, and Trend Micro.

20 F Street NW, Suite 800 P 202-872-5500
Washington, DC 20011 W bsa.org
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There is an appropriate role in creating a more transparent patent system for both
Congress and the PTO. In December, BSA applauded the bipartisan passage of H.R.
3309, the Innovation Act, by the House of Representatives. BSA specifically supported the
provisions in that legislation that require greater disclosure of ownership information at the
point of litigation. BSA also announced its support for the similar transparency provisions in
S. 1720, the Patent Transparency and Improvements Act, introduced by Senators Leahy,
Lee, Whitehouse, and Klobuchar.

The PTO’s proposed rules complement the legislative efforts and should be viewed in light
of Congress’s actions. The proposed rules are, after all, based on a delegation of authority
from Congress.

II. New Attributable Ownership Rules Should Provide Flexibility

The new rules that the PTO ultimately adopts should be reasonable and flexible to ensure
that the rules are successful in achieving their important public interest and efficiency
objectives. If the PTO were to adopt rules that are overly burdensome or not tailored
toward their purposes, the outcome may have the unintended effect of limiting innovation
and competition. For these reasons, BSA applauds the PTO’s public outreach through this
request for comments and two successful and productive public hearings.

A. The PTO Should Focus the New Rules on Key Obijectives.

In BSA's view, the PTO should focus on three overarching objectives for its new
rules: (1) facilitating the licensing of claimed inventions by providing the public with
information about who owns an issued patent; (2) reducing the incentive for bad
actors to hide ownership information for purposes of engaging in abusive litigation
tactics; and (3) ensuring the ownership of a government-granted limited-monopoly is
not kept secret.

The final PTO rules should be tailored to these policy goals, which have also been
the focus of legislation passed by the Chairman of the House Judiciary Committee
and introduced by the Chairman of the Senate Judiciary Committee. The rules
should also be sufficiently flexible to avoid the real potential that both independent
inventors and large corporations are unduly harmed by inadvertent compliance
errors. New ownership rules that follow these guideposts would benefit the patent
system and enjoy widespread support.

While the PTO has articulated additional objectives for its proposals, such as
ensuring that a power of attorney is current in each pending application, rules
focused on these issues may inadvertently become overly burdensome, and make it
more difficult to reach consensus on a way to achieve the important, efficiency-
enhancing objectives.

B. The New Rules Should Not Impose Unnecessary Burdens Before a Patent Issues.

The rules should therefore focus on disclosing ownership information after a patent
has issued. The ultimate parent entities of titleholders is important information once
a patent has been granted, but it is not needed before the inventor has received a
property right during the prosecution of the patent.

Included within the PTO’s proposal, however, are requirements that will impose a
burden on applicants before a patent has issued. These proposals do not advance
the key objectives of the rules and could inadvertently reduce innovation, disclosure
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of inventions through the patent process, and delay release of products into the
marketplace.

Any additional pre-issuance requirements on an applicant will make it harder for the
applicant to justify a patent application, rather than keeping the invention as a trade
secret. If such requirements benefited the system, then there may be an adequate
justification anyway. That is not, however, the case with the ownership disclosure
requirements. As discussed above, the system potentially benefits from enhanced
disclosure post-issuance. Once the patent issues, there is a potential market for the
invention and licensors may benefit from knowing who owns the rights to the claimed
invention. In addition, it is after a patent issues when bad actors can hide ownership
information and engage in trolling activities.

C. The Penalty for Noncompliance Should Be Proportional to the Public Interest in
Disclosure.

Finally, the PTO includes within its proposal a remedy for failure to comply that
significantly outweighs the benefits during the application process. The proposal
would treat an application as abandoned, which is a severe penalty that is
disproportionate to the PTO’s objectives. It is instructive to consider the remedies
proposed by both the Chairmen of the House and Senate Judiciary Committee in
their legislation related to transparency in patent ownership. Both Chairman
Goodlatte’s Innovation Act, and Chairman Leahy’s Patent Transparency and
Improvements Act, limit the remedies beyond a reasonable royalty that are available
to a patent owner if the infringement occurs during a period of noncompliance.

While not dispositive of the PTO’s authority in this area, BSA suggests that the PTO

consider penalties that are consistent with the Chairmen’s legislative proposals, both
because the proposals include a reasonable remedy relative to the intended benefits
and because it will make the rules more likely to endure and achieve their objectives.

I1l. BSA’'s Proposal

In BSA'’s view, any new rules should accomplish important efficiency and public interest
benefits without creating any significant harm or undue burden for inventors and patent
holders. The rules should reduce the transaction costs for licensing patented inventions
and make it harder for those who hide their identities for the purpose of misusing patent
litigation. To accomplish these objectives, the rules should focus on disclosure after a
patent issues.

It is important to consider that for the patent application process to be efficient, inventors
and their assignees rely on outside counsel or other agents to prosecute the application.
The inventor’s agent will not always have sufficient, timely information about transfers of
ownership to record timely the information with the PTO. And from the perspective of a
company that invests heavily in research and development, and therefore has numerous
patent applications, it would be inefficient to have the agent involved in all transactions
based on applications for patents that are not yet patent rights.

From the perspective of the agent, he or she may have several hundred applications
pending at any time, and it is not practical to keep on top of all transfers. The PTO and the
entire patent system benefits from transparency, but not at the expense of making the
application process inefficient.

If the PTO nonetheless determines that the disclosure of ownership information during the
prosecution of a patent application is necessary to facilitate examinations, BSA
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recommends that the PTO craft rules to protect business-sensitive information. Companies
often have legitimate commercial reasons to keep their ownership interest in a patent
application secret. Once the patent issues and the property right becomes real, BSA
agrees that the ownership information should be transparent and available to the public.
Prior to issuance, applicants should be permitted to request confidentiality, even if the rules
the PTO adopts require the information to be presented to the PTO for the purpose of
facilitating the examination.

BSA also recommends that transfer of ownership recordings have flexibility included in the
final rules. Flexibility will avoid the potential that the disclosure requirement turn into a
“gotcha” problem, taking away intellectual property rights based on inadvertent errors. BSA
therefore recommends that the rules explicitly provide patent owners with an opportunity to
cure any mistake or failure to update the records. An opportunity to cure mistakes will
ensure the proper balance is struck between the interest in transparency and the legitimate
property interest of patent owners.

Finally, BSA recommends that the rules PTO adopts include an objective oversight
mechanism to make sure the rules are having the intended positive transparency results
without being overly burdensome. The mechanism should provide for a review of the rules
and how they are affecting the marketplace within five years of implementation.

BSA'’s recommendations will ensure that the key objectives of increased transparency are
realized. If the PTO adopts rules consistent with these recommendations, it will make the
market for licensing patented inventions more efficient; increase the difficulty for bad actors
to hide their identity; and provide the public with clarity.

Yours sincerely

7o Wes

Timothy A. Molino
Director, Policy
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The Chartered Institute of Patent Attorneys (CIPA) is a body whose membership comprises
patent attorneys and other IP professionals. CIPA’s membership is primarily UK based.
Members of CIPA are involved in managing IP and a significant part of their work involves
US patents and applications.

We have seen the proposed USPTO Rules concerning identification of attributable owners of
patents and applications and are concerned that the unintended consequences of the
proposed rules may be larger than the intended consequences, and mostly adverse.

The background to the proposed rules is the presidential initiatives aimed largely at dealing
with so-called “patent assertion entities”. The initiatives included a legislative
recommendation and proposal for executive action.

The legislative recommendation is to “Require patentees and applicants to disclose the
“Real Party-in-Interest ,” by requiring that any party sending demand letters, filing an
infringement suit or seeking PTO review of a patent to file updated ownership information,
and enabling the PTO or district courts to impose sanctions for non-compliance.”

This recommendation appears generally benign, and focussed on the prime aim of
correcting some of the problems associated with patent assertion entities.

In the UK we have had experience of penalties for failure to timely record assignments (e.g.
loss of rights to damages or to cost awards, for actions occurring prior to recordal of an
assignment) and this is relatively easy for courts to handle. We believe that providing such a
penalty may obviate any perceived need for executive action.

The executive action is “Making “Real Party-in-Interest” the New Default. Patent trolls often
set up shell companies to hide their activities and enable their abusive litigation and
extraction of settlements. This tactic prevents those facing litigation from knowing the full
extent of the patents that their adversaries hold when negotiating settlements, or even
knowing connections between multiple trolls. The PTO will begin a rulemaking process to
require patent applicants and owners to regularly update ownership information when they
are involved in proceedings before the PTO |, specifically designating the “ultimate parent
entity” in control of the patent or application”.

CIPA fear that the broad interpretation of “proceedings before the PTO” to include
prosecution of applications and administrative steps such as payment of issue and
maintenance fees will cause problems to bona fide patent owners that are disproportionate
to any benefit concerning patent assertion entities that might result.

The proposal requires disclosure of:-
» Titleholders
» Enforcement entities (including exclusive licensees)
» Ultimate parent entities
* Beneficial owners

At particular times:
* Onfiling
» During prosecution within 3 months of a change of attributable owner
e On payment of issue fee
* On payment of maintenance fees
» During post issuance proceedings
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The proposed rules impose a duty to report attributable ownership to the USPTO, during a
period when no patent exists that can be asserted (i.e. while a patent is in prosecution). This
represents cost with no benefit.

The proposed rules impose a duty on the applicant to report on changes of ownership
structure within three months of a change. This means, for example, that those who normally
exploit their patents through licensing (e.g. universities) will need to institute reporting
structures for their licensees to ensure that no change is missed. This represents costs and
danger to applicants with no benefit.

The proposed rules impose a duty on the applicant to ensure that the attributable owner is
identified on payment of the issue fee. This appears reasonable, although it does represent
both a cost and danger to the applicant, particularly if they have licensed the application and
need to verify their licensees ultimate owner.

The proposed rule imposes a duty on the patentee to update the attributable ownership on
payment of maintenance fees. Given that many contract their maintenance fees to fee
payment agencies, this is certain to cause major problems to patentees in co-ordinating
payment of fees and ensuring that the attributable owner is correctly identified. Increased
costs and a high incidence of error are sure to result.

Looking to the problem that these rules are meant to address, it is stated that “Patent trolls
often set up shell companies to hide their activities and enable their abusive litigation and
extraction of settlements. This tactic prevents those facing litigation from knowing the full
extent of the patents that their adversaries hold when negotiating settlements, or even
knowing connections between multiple trolls.”

It is by no means clear that disclosing attributable ownership on patents and applications will
solve this problem.

Unless there are sophisticated search facilities on the USPTO register it will be extremely
complex and probably expensive for someone threatened by a patent assertion entity to
identify patents concerned. If a patent assertion entity holds or has an interest in10,000
patents the work of identifying which might be relevant to a particular product or process will
be extreme.

It should additionally be noted that during the four years from one maintenance fee payment
to the next, all sorts of things may happen. The data on USPTO records would be
guaranteed largely out of date.

Further, it is not totally clear that the USPTO has the resources to administer such a system.

In short, the proposed rule changes add cost and risk to all patentees and applicants, and
are not focussed on dealing with the problem of patent assertion entities.

Signed on behalf of the CIPA Patents Committee

Roger Burt,

: 3 i?w@
CIPA President %’]ﬁ%c I PA
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INTEREST OF COMMENTERS

The Coalition for Patent Fairness is a diverse group of high-tech companies dedicated to
enhancing U.S. innovation, job creation, and competitiveness in the global market by
- modernizing and strengthening our nation’s patent system.

: The Coalition for Patent Fairness is ideally situated to comment on this proposal.

. Coalition member companies include Adobe, Blackberry, Cisco, Dell, EarthLink, Google, Intuit,
- Micron, Oracle, Rackspace, Samsung, SAP, and Verizon. Each year, Coalition members

- collectively invest billions of dollars on research and development, frequently driving the
development of technological products and societal freedoms through their creativity and
innovation. As a group, Coalition members own tens of thousands of patents that they rely upon
~ to protect their substantial investments in research and development. At the same time, those
members also face an unprecedented barrage of patent assertions and litigation. Giventhe

- substantial experience of its members on both sides of patent enforcement and litigation, the
Coalition for Patent Fairness can offer a balanced perspective on the PTO’s proposal.

INTRODUCTION AND EXECUTIVE SUMMARY

_ These comments address the Notice of Proposed Rulemaking (“Notice)! issued by the
PTO regarding attributable ownership of United States patent applications and patents. The

- Coalition supports the PTO’s efforts to bring increased transparency to the patent system. While

- these Proposed Rules represent a tremendous effort by the PTO to improve transparency during

~ the pendency of a patent application, at filing of maintenance fees, and during proceedings

before the PTO, the rules do not provide for improved transparency at other times, including

during patent licensing efforts or enforcement campaigns, when such transparency is most

needed. In addition, the Proposed Rules do not provide a clear penalty for failure to materially

comply with the reporting requirement for issued patents. With respect to patent applications,

- the penalty for noncompliance likely will punish only the unwary, while the unscrupulous remain

- unscathed.

The Coalition respectfully suggests modifications that further improve upon the PTO’s
Proposed Rules. For example, it may be necessary for the attributable owner of a pending patent
application to defer public disclosure until issuance for confidential business reasons unrelated to

the enforcement of patents.

" PTO Notice of Proposed Rulemaking, Changes To Require Identification of Attributable
Owner, 79 Fed. Reg. 4105 (Jan. 24, 2014) (“Proposed Rules™).




STATEMENT

L Enhanced Transparency Would Improve The Patent System

The Coalition for Patent Fairness supports efforts by the PTO and Congress to increase
transparency of patent ownership. The Coalition provided supportive input on the PTO’s initial
Notice of Roundtable (“Roundtable Notice”)* regarding recordation of the real party in interest.’

The Coalition also has supported other PTO proposals that enhance clarity and transparency.*

Increased transparency is needed to support innovation currently stifled in the present
system due to problems with hidden ownership. In the patent system, as in any property-rights
regime, a clear understanding of each party’s rights is necessary for the success of the
- participants and ultimately the regime itself.’ In contrast, obscuring information regarding patent
ownership delays prosecution of patents and hurts the public in litigation, licensing, and rights-
clearing. Because a patent is a potentially powerful government grant that provides the patent
holder with the right to exclude others from making, selling, or using a claimed invention, the
public deserves notice of ownership. Simply put, allowing “hidden ownership” undermines the
notice function of patents and thereby retards the very progress the patent system was designed
to promote.

These problems are exacerbated when entities actively conceal patent ownership
information. Specifically, many “patent assertion entities” (“PAEs”) actively conceal ownership
information and use hidden ownership as an inappropriate advantage in patent proceedings and
litigation.® Given the dramatic rise in PAE activity in the past decade,” hidden ownership
threatens to further lower the overall efficiency of the patent system for the foreseeable future.

% PTO Notice of Roundtable, Proposed Requirements for Recordation of Real-Party-in-Interest
Information Throughout Pendency of Patent Term, 77 Fed. Reg. 70387 (Nov. 26, 2012).

? See USPTO Dkt. No. PTO-P-2012-0047, Comments of the Coalition for Patent Fairness and
the Internet Association, Jan. 25, 2013 (responding to PTO Notice of Roundtable, Proposed
Requirements for Recordation of Real-Party-in-Interest Information Throughout Pendency of
Patent Term, 77 Fed. Reg. 70387 (Nov. 26, 2012)).

* See, e. g., USPTO Dkt. No. PTO-P-2011-0046, Comments of the Coalition for Patent Fairness,
Apr. 15, 2013 (responding to PTO Request for Comments on Preparation of Patent Applications,
78 Fed. Reg. 2960 (Jan. 15, 2013)).

> See, e.g., Ronald H. Coase, The Problem of Social Cost, 3 J.L.. & Econ. 1, 19 (1960) (“[A]ll
that matters (questions of equity apart) is that the rights of the various parties should be well-
defined and the results of legal actions easy to forecast.”).

% See Robin Feldman & Tom Ewing, The Giants Among Us, 2012 Stan. Tech. L. Rev. 1, 4-6
(2012), available at http://stlr.stanford.edu/pdf/feldman-giants-among-us.pdf.

7 See James Bessen & Michael Meurer, The Direct Costs from NPE Disputes 19 (Boston Univ.
Sch. of Law Working Paper No. 12-34, June 28, 2012), available at
http://www.bu.edu/law/faculty/scholarship/workingpapers/documents/Bessen]_MeurerM062512

rev062812.pdf.



http://www
http://stlr.stanford.edu/pdf/feldman-giants-among-us.pdf

_ While the Proposed Rules would have some beneficial effects, the current proposal—due
to the time gaps in reporting and lack of concrete penalties for failure to comply—does not

provide sufficient transparency to notify the public of the identity of hidden patent owners and

thereby curb abuses that result from lack of transparency. In the following pages, the Coalition
respectfully suggests improvements that it believes would enhance the working of the regime.

II. As To Issued Patents, The Proposed Rules Will Not Supply The Desired
Transparency To Curb Abusive Behavior

One laudable goal of the Proposed Rules is to provide transparency for the ownership of
enforceable patent rights.® But the proposed definition of “attributable owners” and the limited
disclosure requirements for issued patents do not adequately address the methods used to conceal
patent ownership. The Coalition respectfully suggests two rule changes for achieving the desired
enhancement to transparency. First, the PTO should define attributable owner to include all
entities that stand to benefit substantially from the enforcement of any issued patent. This
definition would more effectively circumvent the machinations of PAEs and other entities that
hide ownership while driving enforcement. Second, the PTO should require patentees to report
attributable owners whenever the patent is involved in enforcement activity, and not just when
the patentee appears before the PTO. Requiring the disclosure for issued patents only when
maintenance fees are paid and during PTO proceedings, as the Proposed Rules do, allows entities
to hide ownership throughout enforcement attempts, which are the primary concern for issued
patents. In addition, the PTO should identify a proposed penalty that applies to a failure to
- comply with disclosure requirements for issued patents.

A. The Definition Of Attributable Owner Should Include All Entities That Would
Benefit Substantially From Enforcement

The Proposed Rules limit the required disclosure of “attributable owners” to

- (1) titleholders, (2) “enforcement entities,” (3) “ultimate parent entities,” and (4) “hidden
beneficial owners,” i.e., any party under (1)-(3) that attempts to temporarily hide its status.” But
the proposed definition of “attributable owners™ does not cover the full range of approaches
taken by PAEs today, and will be less effective going forward given the ability of PAEs to shape
their future conduct to thwart the rules.

In modern practice, the parties responsible for driving enforcement activities may go well
beyond the entities encompassed by this definition of “attributable owners.” In particular,
contractual and corporate relationships may be such that the entity financing the lawsuit, and
other entities that stand to benefit substantially from the lawsuit, may not fall into the proposed
definition of attributable owner. In the first instance, an entity may easily avoid being the

8 See Notice at 4105, col.3.
? See Notice at 4110, cols.1-2.




- titleholder by assigning title to a shell entity. Requiring identification of the ultimate parent
entity does not fully address this concern. The definition of ultimate parent entity includes those
~ that (1) have majority control of a corporation or, when unincorporated, (2) receive a majority of
the profits from enforcement.'® This would not capture significant drivers of litigation that—

- through corporate structure or contractual obligations—may split the control between three or

- more entities with roughly equal shares. Such organizations will likely proliferate once the rules
. become effective because PAEs will respond by arranging their affairs contractually or through

. corporate ownership structures that evade classification as an attributable owner under Proposed
- Rule 1.271.

: The definition of “enforcement entity”—an entity “necessary to be joined in a lawsuit in
- order to have standing to enforce the patent”—likewise can be easily avoided by any hidden

- owner. In order to encompass a broader range of PAEs and other hidden owners whose

- structures and relationships avoid the definition of attributable owner set forth in the Proposed
Rules, the Coalition suggests modifying the definition of “enforcement entities” (Proposed Rule
1.271(a)(2)) to include “any entity that is entitled to receive 10% or more of any proceeds from
the enforcement of the patent or application.”'! These entities might not otherwise meet the

- PTO’s proposed definition of attributable owner. Yet, the public should be made aware of their
identities because these entities often drive enforcement activities.

_ An addition like this would also help the PTO “avoid potential conflicts of interest for

- Office personnel” during examination and later proceedings.'> Such conflicts typically are
created by the chance of significant monetary gain or loss related to agency action. They are not
limited to situations in which the gain or loss is through an entity with “control” of the
application or patent.

B. The Reporting Requirement Should Be Triggered By Enforcement Activities

The PTO’s Proposed Rules, as applied to issued patents, require disclosure only at (1) the
payment of maintenance fees" and (2) the return of the patent to the agency for proceedings,
~e.g., Inter Partes Review'* and reexamination.'®* But the payment of maintenance fees is only

10 See Notice at 4111, col.2.

H Attorney’s fees, including contingency fees, would not be counted as proceeds under the
Coalition’s proposed definition.

12 See Notice at 4107, col.3.

13 See Notice at 4120 (Proposed Rule 1.381).
' Id (Proposed Rule 1.383).

1 Jd (Proposed Rule 1.385).
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~ required every four years.'® And maintenance fees cease after the twelfth year, allowing an even
- greater gap at the end of a patent’s potential 20-year term.!” That gap is exacerbated by the

~ availability of patent damages up to six years after term expiration.'® These multi-year gaps

- between the required disclosure points—and the gulf between the final maintenance fee and the

- end of a patent’s enforceable life—will prevent the sought-after transparency for the majority of
issued patents.

Furthermore, this limited periodic disclosure will incentivize hidden owners to delay the
consummation of acquisition or contractual arrangements until shortly before enforcement
~ activities are pursued. In turn, enforcement activities will more likely be commenced shortly
- after maintenance fees are paid. Thus, hidden owners may complete the entire cycle of
acquisition, enforcement, and divestment during the window between maintenance fee payments
or after the final maintenance fee is paid, all while avoiding any disclosure requirements.

The Proposed Rules should avoid this result by requiring patentees to report the
attributable owner whenever the patent is asserted, whether in litigation or in pre-litigation
enforcement attempts, such as a written demand for a license. Transparency of ownership is
needed at the time of assertion because a defendant must be able to evaluate how to respond
based on accurate ownership information. In particular, the more knowledge an accused
infringer has regarding those controlling asserted patents, the more readily the accused infringer
can buy “patent peace” through settlement—without fear of later suit from another entity
- controlled by the same people. The public, likewise, would benefit from being informed of who
is asserting the rights in a patent. This will enhance the overall function of the patent system
without providing any substantial burden on the patentees who already must prepare a complaint
or demand letter with the participation of the attributable owners.

C. The Rules Should Provide A Penalty For Failure To Disclose For Issued Patents

The Proposed Rules do not specify a penalty for material failure to provide ownership
information of an issued patent at the time of paying maintenance fees.l‘9 This will make it
difficult for the agency to create and enforce a penalty when the issue inevitably arises. The

'©351.8.C. § 41(b). Technically, two such payments may be separated by as much as five years
due to the PTO’s regulations allowing a six-month grace period before and after the maintenance
fee due date. See 37 C.F.R. §§ 1.362(d), (e).

7 While a 20-year term under 35 U.S.C. § 154(a)(2) may be idealized, the PTO’s successful
prioritized examination program, a.k.a. “track one,” has shown an average time to disposition
from prioritization of 6.5 months; thus, 19-year terms are readily available. See USPTO’s
Prioritized Examination Program http://www.uspto.gov/patents/init_events/Track One.jsp; see
also id. (noting over 6000 prioritized applications in fiscal 2013).

"% See 35 U.S.C. § 286.
' The penalty for failure to comply in an application is addressed in Section IV below.

5
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- Coalition believes that the PTO should clarify what penalty it contemplates for noncompliance
with respect to issued patents.

If the Office intends to rely on the Courts to punish a bad faith failure to comply under
the inequitable conduct doctrine, the agency should clarify this intention by specifying that the
purposeful failure to comply is a violation of PTO Rule 56.° But reliance on the inequitable
- conduct doctrine is not particularly compelling. The inequitable conduct doctrine, when applied,
. invariably leads to unenforceability of the patent at issue. Because the remedy has such power—
it is the “atomic bomb”*' of patent law—applying the doctrine to the failure to properly report
attributable ownership at the time of fee payment will drive satellite litigation unrelated to the
- underlying merits of the invention. Reliance on the doctrine also would allow the excuse without
- penalty of any compliance failure that cannot be shown to have been done “with the specific
~ intent to deceive the PTO.”*

If, on the other hand, the PTO believes that a failure to identify properly the current

- attributable owners at the time of maintenance fees would trigger the provisions of 35 U.S.C.

§ 41(c), which provide the public with limited rights to practice an invention after the failure to
© pay maintenance fees, the Director should make that clear.

The Coalition does not take a position on the appropriateness of these or other remedies. |
It simply notes that imposing a legal requirement on the public without any apparent ‘
- repercussion for failure is not optimal, can lead to unforeseen consequences, and should be
- remedied in the final rules.

III.  The PTO’s Final Rules Should Minimize Disruption Of Business Relationships That
Are Unrelated To The Enforcement Of Patent Rights And Not Necessary To
Achieve The Goals Of The Proposed Rules

The Coalition recognizes that there are sometimes legitimate business reasons for not
publicly disclosing the attributable owner of pending applications.” These reasons include
- protecting an entity’s overall business strategy when that strategy could be ascertained from the
entity’s filing or purchase of patent applications. For example, changes in ownership “can
indicate the technology areas that a firm is pursuing or abandoning.”®* Where patents are
acquired strictly for their enforcement value, however, no legitimate business reason exists for
delaying public disclosure of enforcement entities.

37 CF.R. §1.56.
! Therasense, Inc. v. Becton, Dickinson & Co., 649 F.3d 1276, 1288 (Fed. Cir. 2011).
? Id. at 1290.

3 See, e.g., Fed. Trade Comm’n, The Evolving IP Marketplace Aligning Patent Notice and
Remedies with Competition 131 n.336 (2011).

Xrd
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In addition, the public has a reduced need for attributable-ownership information in

- pending applications because applications are not enforceable against the public until issued as

- patents. However, patent applications are licensable and transferable as assets, and are often

~ included in patent portfolios that PAEs seek to enforce or market for licensing purposes.

. Additionally, such patent applications may eventually issue and be enforced against current
enforcement targets. Therefore, the need for attributable-ownership information is never reduced
- to zero. Enforcement targets would be well served, in settlement and otherwise, by knowing the

. full scope of the PAE’s holdings. In addition, the Patent Act provides for inchoate “provisional
rights” stemming from published applications in limited circumstances.*

, To balance these competing interests, the PTO should maintain the confidentiality of

- attributable-ownership information in patent applications when requested for legitimate business

reasons where those reasons are unrelated to patent enforcement. In such circumstances, the

- Office may extend the time for public disclosure until issuance where the patent applicant

demonstrates that the extension is necessary to prevent the disclosure of confidential business
information that is unrelated to the enforcement of patents.

The Coalition does not support a generic “good cause” standard in this context, as such a

- standard is not sufficiently tailored to serve the competing needs of disclosure and

- confidentiality.”® Rather, the reasons for the acquisition of the applications must be unrelated to

enforcement of any resulting patents. For example, when an entity confidentially acquires an

~ entire operating company for the purpose of entering a new market, this might justify extending
the time for public disclosure. The acquired company may own patent applications related to the

new field of operation for the acquiring company, but if the enforcement of those patents is not

the driving reason for the acquisition, then public disclosure might harm the acquiring entity’s

- legitimate business interest while not serving any pressing public need for ownership

information.

‘ In contrast, where an entity acquires patent applications for the primary purpose of

- enforcing resulting patents, delaying disclosure cannot be justified. In an extreme case, an entity
may acquire patent applications for the purpose of prosecuting them to issue, and then enforcing
the issued patents. Such an acquisition would not justify hidden ownership. Similarly, acquiring
a company whose primary asset is a family of patent applications, or for the purpose of enforcing
- the patents that result from the applications the acquired company holds, would not justify the

- grant of an extension.

¥ See 35 U.S.C. § 154(d).

2 Compare USPTO Dkt. No. PTO-P-2013-0040, Comments of NVCE re Proposed Changes to
Rules of Practice in Patent Cases 2, Mar. 24, 2014 (suggesting a good cause standard for relief
from the disclosure requirements of the Proposed Rules).
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Importantly, the Coalition’s proposed amendment to the rule would not compromise the
PTO’s own needs, as the Office would still collect and retain this information for purposes of
- examination. Indeed, the PTO already proposes to keep attributable-ownership information
confidential for unpublished applications.”” Here, the Office would maintain the secrecy of the
ownership of some published applications. Naturally, any enforcement activity taken with
respect to the pending applications would void the reason for granting the petition, and the PTO
- should then publish the attributable-ownership information.*®

This proposal preserves the greatest public benefits: (1) more efficient examination

- within the PTO and (2) public knowledge of ownership information after issuance of a patent,
- when the claims are set and enforcement rights accrue. And it prevents the inadvertent

. dissemination of confidential business information unrelated to the enforcement of the patents
- that issue from that examination.

IV.  For Pending Applications, Abandonment Should Not Be The Sole Penalty For
Noncompliance

As regards pending applications, the Proposed Rules appear to contemplate draconian

- penalties that will be rarely applied to applicants that file a responsive but materially deficient

- notice. In such cases, it appears that the agency has left it to the Courts to enforce the proposed
requirements, but without providing guidance as to what penalty, if any, may actually accrue.
While that may be appropriate in some regimes, the Coalition suggests an approach to penalties
- that will incentivize compliance and allow an accused infringer to meaningfully enforce.

A. Pending Applications May Be Abandoned For Noncompliance But Abandonment
Alone Is Unlikely To Deter Hidden Ownership

The penalty contemplated by Proposed Rules 1.273 and 1.277 is “abandonment” of the
- application when the applicant fails to file a “notice identifying the current attributable owner.”
- Noncompliance could be due either to a failure to file any notice, or to a failure to identify all
correct attributable owners. Failure to comply due to the former will be readily detected by the
PTO during prosecution of the patent, but failure to comply due to the latter may easily go
undetected, and will likely only become apparent after the patent has issued. Because only the
PTO can enforce this penalty, it is unlikely that a material failure to comply will result in any

penalty.

%7 See Notice at 4107, col.1.

2% Such activity would include, for example, providing “notice of the published patent
application” to any third parties under 35 U.S.C. § 154(d)(1)(B).

29 See Notice at 4120, cols.1-2.
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The Federal Circuit has held that an accused infringer cannot enforce abandonment by

- raising “improper revival” as a defense to infringement.® And the Office has taken the position
that an “improper revival” cannot be challenged in an APA suit.>' Given these limitations on

. defenses based on improper revival, it is unlikely the Courts or the PTO would accept the

- premise that the PTO’s failure to detect a material deficiency in the notice of attributable

~ ownership—and consequent failure to abandon—could be relied on as a defense by an accused
- infringer. Admittedly, this may not be the case when the failure was made with the specific
 intent to deceive the PTO (and thus possibly give rise to a charge of inequitable conduct),” but
~ reliance on the inequitable conduct doctrine is no more compelling with respect to applications
than with respect to issued patents, as discussed above. It is even less compelling here because
- the PTO has an additional remedy available, as discussed in Section IV.B below.

Furthermore, the PTO is unlikely to learn of the failure to identify the proper attributable
- owner during the application’s pendency. Instead, the Office will likely abandon applications

~ only where the patent applicant—through oversight—fails to file any such notice. In other
words, clerical error will result in abandonment while actual material failure will likely escape

notice.

The Coalition recognizes the need for adequate safeguards from abandonment caused by
clerical errors. The Proposed Rules appear to have safeguards that prevent inadvertent
: abandonment upon filing and allow abandoned applications to be revived and corrected through
- the mechanism of Proposed Rule 1.279.% In particular, the Proposed Rules are generous at the
time of filing, providing up to eight months for the applicant to identify the attributable owner
measured from the filing date of the application.**

In the case of purposeful material failure, however, the PTO is unlikely to ever learn of
the failure to comply during prosecution so long as any attributable owner is identified by the
- applicant. Even assuming the PTO does learn of the failure during prosecution, correction
- requires only a “good faith” reason to revive the abandoned application.®® But a lack of “good
 faith” is notoriously difficult for an agency to find in ex parte proceedings and notoriously
expensive for parties to prove in litigation,

30 See Aristocrat Technologies v. Int’l Game Tech., 543 F.3d 657, 663-64 (Fed. Cir. 2008).

*! See Director’s Brief, Exela Pharma Sciences v. Rea, No. 2013-1206, filed Sept. 27, 2013 (Fed.
Cir. case pending).
32 See Therasense, 649 F.3d at 1288.

*? See Notice at 4120, col.2. Technically, one must first “revive” the abandoned application as
“unintentionally abandoned” under 37 C.F.R. 1.137. See Notice at 4112, cols.2-3. But then the
revived (now pending) application must still be “corrected” under Proposed Rule 1.279. Id.; see
also id. at 4112-4113.

> See id. at 4112, col.2.

*> See Notice at 4120 (Proposed Rule 1.279).
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: As aresult, an additional mechanism is needed for the material failure to comply with the
- Proposed Rules with respect to patent applications.

B. The Coalition Recommends That Pending Applications Should Lose Patent Term
Adjustment For Noncompliance

The primary purpose of disclosure to the agency is to assist the agency in a myriad of
ways during examination.>® Applicants who fail to provide this information delay patent
. prosecution. For example, the failure to identify attributable ownership may lead the agency to
~ issue a rejection reliant on prior art that is ineligible under 35 U.S.C. § 102(b)(2)(C).”” The
. applicant may then provide the necessary ownership information to remove the cited art as a
* reference, but the entire round of prosecution could be avoided if the PTO had the attributable-

ownership information on file.

v The PTO Director has the power to define by regulation “the circumstances that

- constitute a failure of an applicant to engage in reasonable efforts” to conclude examination. 8
The Director may penalize applicants that engage in such delays in “prosecution of the
application” by reducing patent term adjustment (“PTA”) by the length of the delay.*

Thus, the Coalition suggests reducing any PTA by the period of noncompliance with the
Proposed Rules’ disclosure requirements. The reduction in PTA would be in addition to the
- PTO’s current proposal to abandon such applications wherein abandoned applications may (for a
- fee) be revived and corrected under the procedures discussed above when the abandonment was
unintentional and the error was made in good faith.*

: Reduction in PTA is a concrete penalty that may be enforced by the PTO during

~ prosecution or by an accused infringer in litigation after the patent issues. Specifically, Section
- 282(c) allows accused infringers to assert the invalidity of an extension under Section 154(b)
because of a material failure by an applicant or the Director.*’ By applying PTA reduction to
pending applications, the PTO can provide teeth to the disclosure requirement, which will be
enforced by interested parties who can demonstrate the patentee’s failure during suit.

Because correct attributable-owner information assists the Office in examination, failing
- to provide the information causes delay. The result of delay is a reduced patent term adjustment.

- % See Notice at 4107-08.

37 See id. at 4108, cols.1-2.

3 See 35 U.S.C. § 154(b)(2)(C)(iii).
? See 35 U.S.C. § 154(b)(2)(C)(D).

40 See 37 C.F.R. 1.137; Notice at 4112, cols.2-3 (Proposed Rule 1.279 (including petition fee
under § 1.17(g))); see also supra n.33.

1 See 35 U.S.C. § 282(c).
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- This holds true whether the material failure is found by the agency, which may then reduce the
PTA on the face of the patent, or is later proved in Court, where an accused infringer may raise it
as a defense.

V. A Voluntary Licensing Database Is Unlikely To Promote Transparency Goals And
Unlikely To Enhance Licensing Efficiency

The PTO has also requested comment on “whether the Office should also, or
- alternatively, permit patent applicants and owners to voluntarily provide information about
licensing,” which would be made available in a searchable online database.*

The Coalition has some concerns with respect to the creation and maintenance of a
voluntary licensing database. Such a database is unlikely to “enhance the transparency and
efficiency of the marketplace,” as the PTO suggests.”’ The proposed voluntary database will not
reduce the transparency failure caused by the purposeful secrecy relied on by some PAEs and
other hidden owners to mask the extent of their individual operations: these entities will simply
opt out. As for other potential participants, any benefits to potential patent licensees in locating
the owners of patents that they are interested in developing are already addressed by the
- provisions requiring disclosure of attributable ownership in the patent files.

Furthermore, the participation by technology companies as prospective
licensors/licensees also is likely to be minimal because most licensing activity is focused on
- building strategic relationships between innovative companies and other companies or
- innovators. Such licensing is driven by the desire to partner with other innovators with
demonstrated technology and related patents not by patents standing alone. While finding
strategic partners can be difficult, that difficulty lies in ensuring a good fit between the
companies, universities, and individuals involved, not in identifying the owners of particular
patents of interest.

In sum, transparency will not be enhanced because hidden owners will not participate.
Efficiency in the marketplace is unlikely to be enhanced because patent licensing is typically part
- of an overall company-to-company and company-to-innovator coordination. Thus, in light of the
“financial and resource constraints” the PTO acknowledges elsewhere in the Notice, the
Coalition recommends against establishing any such database at this time.

Finally, the Coalition recognizes that the World Intellectual Property Organization
(“WIPO”) has recently launched two similar initiatives.*’ Putting aside the question whether a

2 See Notice at 4109, col.2.
3 See Notice at 4109, col.2.
* See Notice at 4106, col.3.
> See Notice at 4109, col.3.
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need exists for a PTO-only database, the Coalition suggests that the success of the WIPO
marketplaces should be first established before PTO resources are expended.

CONCLUSION

The Coalition for Patent Fairness again applauds the PTO for its efforts to bring increased
transparency of ownership to the patent system. While supportive, the Coalition recognizes that
the Proposed Rules are not a cure-all for the issues caused by hidden ownership. The Coalition
believes that continued work by stakeholders, the PTO, other government organizations, and
- Congress is necessary to promote transparency with respect to the holders of patent rights. The
PTO’s Proposed Rulemaking provides a positive step toward addressing these issues throughout
the patent system.

12




m ELECTRONIC FRONTIER FOUNDATION

IN THE MATTER OF REQUEST FOR COMMENTS REGARDING CHANGES TO
REQUIRE IDENTIFICATION OF ATTIBUTABLE OWNER

Docket No. PTO-P-2013-0040

COMMENTS OF THE ELECTRONIC FRONTIER FOUNDATION

The Electronic Frontier Foundation (“EFF”’) welcomes this opportunity to respond to the
Request by the United States Patent and Trademark Office (“PTO”) for Comments Regarding
Changes to Require Identification of Attributable Owner, Docket No. PTO-P-2013-0040,
published January 24, 2014.

EFF is a nonprofit civil liberties organization that has worked for more than 20 years to
protect consumer interests, innovation, and free expression in the digital world. EFF and its more
than 29,000 dues-paying members have a strong interest in helping the courts and policy-makers
in striking the appropriate balance between intellectual property and the public interest. As an
established advocate for consumers and innovators, EFF has a perspective to share that might not
be represented by other persons and entities who submit comments in this matter, where such
other commentators do not speak directly for the interests of consumers or the public interest

generally.

L Accurate, up-to-date, and searchable patent ownership records will strongly serve
the public interest.

EFF applauds the PTO for working to improve transparency within the patent system.
People not familiar with the detailed workings of the patent system are generally surprised to
learn that accurate public ownership records do not exist. As Congressman Ted Deutch of

Florida recently stated: “The process of uncovering the ultimate owner of a patent can be truly



burdensome. During my career in real estate law, I would have found it appalling if the title for

property was obscured from the public instead being of up-to-date and easily searchable.”'

There are many reasons why transparency regarding patent ownership serves the public
interest. A well-functioning patent system should allow an entrepreneur to investigate her
competitors’ patent portfolios and make decisions about whether to ignore, seek a license, or
design around those patents. If the public doesn’t know who actually owns patents, it is
impossible to do this. Similarly, when a company is sued or accused of infringement, it should be
able to find out what other patents its opponent owns. That information should lead to more
efficient and fair negotiations regarding settlements and licenses. Accurate patent data will also
help companies make informed decisions about whether to enter a particular technology area in

the first place.

Just as transparency serves the public interest, secrecy causes affirmative harm. This is
especially true when companies have opportunistic motives for secrecy about patent ownership.
For example, a patent assertion entity (PAE) may prefer to obscure its ownership of a particular
patent because that knowledge could lead its potential targets to design around the patent or even
leave the field entirely. The PAE may prefer that alleged infringers continue to make and sell
accused products and increase potential damages.” Indeed, in approximately one third of patent
cases brought by PAEs, the plaintiff is not the owner of record on the day the litigation is filed.’
Similarly, both PAEs and operating companies may wish to hide patent ownership to protect

their patents from post grant review, reexamination, or inter partes review.

As the recipients of a government-granted benefit, patentees should bear the modest

burden of recording assignment information. While this might increase the cost of applying for

! See http://teddeutch.house.gov/news/documentsingle.aspx?Document]D=334519

% See James Bessen et al., The Private and Social Costs of Patent Trolls, 3 Regulation 26,
34 (2011-2012) (“Bessen 2011-12") (noting that inadvertent infringement is essential to the
patent troll business model), available at
http://object.cato.org/sites/cato.org/files/serials/files/regulation/2012/5/v34n4-1.pdf.

3 Colleen Chien, The Who Owns What Problem in Patent Law (Jan. 20, 2013), available
at https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1995664
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and maintaining a patent, these costs should not be excessive. Patentees themselves are best
placed to know assignment information. And while some reporting might require making a legal
judgment (for example, determining whether a company is an ultimate parent entity), the PTO
can issue guidance to clarify these questions. In addition, it is likely that the burden of complying
with transparency rules will decline over time as patentees develop experience and record

keeping systems for complying.

I1. The PTO should require applicants and patentees to record all patent assignments.

The proposed rulemaking suggests a reporting system geared to certain checkpoints.
Applicants will need to update ownership information: (1) during the pendency of a patent
application; (2) at grant; (3) at the time of maintenance fee payments; and (4) if the patent
becomes involved in certain post-issuance proceedings at the PTO. While this will be a massive
improvement over current records, it is not complete transparency and will not provide
information about many important transfers. For example, the current rules would not require a
patent owner to report an assignment made shortly after grant. Since a petition for post grant
review must be filed within 9 months of the grant, transfers during this period can be critical to
the decisions about whether to file for review (suppose, for example, a patent is transferred
shorty after issue to a litigious PAE or direct competitor). This crucial information will not be

available under the checkpoint system.

The PTO should therefore require recordation of all assignments within 30 days of
transfer. By requiring recordation of all assignments, the PTO can also ensure that the full chain
of title is available to the public. The full chain of title is important for a number of reasons. For
example, a prior owner might have made a RAND commitment with respect to an industry
standard. Similarly, prior owners might have licensed the patent to manufacturers, meaning that

patent rights are exhausted as to companies down the distribution chain.

* Patents asserted by PAE’s in litigation “are three times more likely to have changed
hands between issue and enforcement than product company-asserted patents.” Brian J. Love, An
Empirical Study of Patent Litigation Timing: Could A Patent Term Reduction Decimate Trolls
Without Harming Innovators?, 161 U. Pa. L. Rev. 1309, 1333 (2013)

3



The importance of a full chain of title is illustrated by the case of a PAE named Lodsys,
LLC. In 2011, Lodsys began suing small application developers alleging that their products
infringed a family of patents. In many cases, the accused functionality was provided by Apple or
Google. It later emerged that Apple and Google both held a license to the patent because the
patent had been owned by a company that was in turn owned by Intellectual Ventures, which had
a licensing deal with the two large technology companies.” Thus, it is likely that the defendants
were protected under the principle of patent exhaustion.® Accurate patent ownership records
would have helped resolve many of the most important questions facing the defendants in those
cases. Currently, defendants may be forced to engage in months or years of expensive litigation

simply to uncover prior ownership information.

EFF is also concerned that the proposed definition of attributable owner is under-
inclusive. Specifically, the category “ultimate parent entity” will not capture some of the
structures that PAEs use to obscure ownership and effective control. For example, it appears that
Intellectual Ventures sells patents to shell companies but retains the right to as much as 90% of
the ongoing profits associated with these patents.” Therefore, the PTO should consider amending
the definition of attributable owner to include any party with rights to more than 50% of the

profits from a patent.

> Wireless Goodness, Is Intellectual Ventures behind Apple iOS in-app purchase lawsuit
threats? We think so., May 15, 2011, available at
http://www.wirelessgoodness.com/2011/05/15/is-intellectual-ventures-behind-apple-ios-in-app-
purchase-lawsuit-threats-we-think-so/

% Unfortunately, Lodsys has been able to evade judgment on this exhaustion issue, and
the merits of its infringement assertions, by tactically settling its cases shortly before a final
decision. See Daniel Nazer, Patent Troll Settles For Nothing To Avoid Trial, October 2, 2013,
available at https://www.eff.org/deeplinks/2013/10/patent-troll-lodsys-settles-nothing-avoid-trial

7 See Todd Bishop, This American Life: Intellectual Ventures got 90% of ongoing profits
even after selling patent, GeekWire, June 1, 2013, available at
http://www.geekwire.com/2013/american-life-intellectual-ventures-90-backend-cut-selling-
patent/.
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111. Conclusion

EFF again thanks the PTO for the opportunity to comment on the proposed rules. EFF
strongly supports the PTO’s efforts to promote transparency, and we believe the proposed
rulemaking is a very promising step. But the PTO can and should do more. We urge the PTO to
require all transfers of patent ownership to be recorded within 30 days of assignment. This will

maximize the public benefit of transparency.

Respectfully submitted,

Electronic Frontier Foundation
Daniel Nazer
Staff Attorney
Michael Barclay, Reg. No. 32,553
EFF Special Counsel

April 24,2014
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Engine Advocacy respectfully submits the following comments in response to the
request for comments on Changes to Require Identification of Attributable Owner dated
January 16, 2014.

Engine Advocacy is a non-profit organization that supports the growth of
technology entrepreneurship through economic research, policy analysis, and advocacy
on local and national issues. As part of its advocacy efforts, Engine has built a coalition
of more than 500 high-growth businesses and associations, pioneers, innovators,
investors, and technologists from all over the country, committed to taking action on the
policy issues that affect the way they run their businesses.

Lack of transparency in the ownership of patents often serves to enable patent
litigation abuse, and such abuse by patent assertion entities increasingly targets the
smallest—and often most productive—businesses in the economy. Engine Advocacy, as
the voice of startups in government, has a vested interest in supporting policies that level
the playing field for all innovators. We believe that transparency of ownership is
fundamental to a well-functioning patent system and commend the PTO for proposing

these important rules.

. Transparency in the ldentification of Patent Ownership Is a Key Component
of the Patent Examination Process and Levels the Playing Field for

Inventors and the General Public

As the PTO noted in issuing the Notice of Proposed Rulemaking, requiring
identification of attributable ownership will facilitate the examination of patent
applications and provide much-needed transparency concerning the ownership of
patents and patent applications. Making comprehensive patent ownership information
readily available will reduce transaction costs and make the process less opaque for

innovators who are threatened with abusive patent litigation.

Maintaining current and timely information about attributable ownership is also
essential for the PTO to be able to perform its core function of examining patent
applications, and for the PTO to discharge its responsibilities both to applicants and to

parties to supplemental reexamination, ex parte reexamination, or any of the PTO’s



post-grant trial proceedings. Put simply, the PTO — and ultimately the public -- has a
right to know who owns a patent application or a patent, which is, of course, a

government-conferred monopoly.

We commend the PTO for undertaking this rulemaking and proposing these
important and necessary changes. By proposing to require that the attributable owner,
including any ultimate parent entity, be identified during the pendency of a patent
application — and at certain touch-points after issuance — the PTO is fulfilling its statutory
mandate of disseminating information about patents to the public and, in so doing, is
leveling the playing field for small companies, startups, and innovators who may be

threatened with litigation or otherwise find themselves before the Patent Office.

35 U.S.C. § 2 lays out only two fundamental jobs for the PTO: one is to grant and
issue patents and trademarks and the other is “disseminat[e] to the public information
with respect to patents and trademarks.” The FTC said it best in its 2011 report on
notice: “Clear notice of what a patent covers can increase innovation by encouraging
collaboration, technology transfer and design-around. Clearly defined patent rights can
help companies identify and license technology they wish to develop or adopt’, the
report said. Conversely, it noted, inadequate notice “undermines the patent system’s
ability to fulfill this role. Potential collaborators or licensees may not find relevant patents,
or they may hesitate to invest in technology when the scope of patent protection is

unclear.”

Information about Patent Ownership Is Opaque and Unduly Inaccessible

Despite the PTO’s statutory mandate to disseminate information, the same FTC
report went on to find that “PTO records provide poor notice regarding current ownership
of patents.” (FTC Report at 130). “Testimony suggested that parties often fail to report
assignments to the PTO or list ‘shell companies’ as assignees, ‘making it as difficult as
possible, apparently, to trace back to the true assignee of the patent’ Moreover,
testimony indicated, the information is difficult to locate: it is ‘buried somewhere on the
website’ rather than included with the patent record.” (FTC Report at 130).



As Professor Colleen Chien wrote: “Due to the multiple ways a company can be
referred to, and the ‘games’ companies play in order to hide their patent holding,
determining what patents a company owns is a difficult task. Because there is no
requirement to record patent transfers, it is impossible to identify with absolute certainty

a company’s complete patent holdings—or who owns a patent—from the public record.”

And Professor Robin Feldman and Tom Ewing’s work on this is particularly
instructive: after extensive research into one well-known non-practicing patent holder,
they were able to determine that this entity — Intellectual Ventures — owns somewhere

between 30,000 and 60,000 patents through a variety of shell entities.

Ownership is, of course, one of the most basic facts of a patent. And yet, small
companies and individuals navigating the system who need this information to assess
risk and make informed business decisions are very often left in the dark. The patent
system is a public system after all, and users should not need to hire a lawyer or engage
in exhaustive research in an attempt to find out who owns a patent. And today, this

information may not be obtainable even then.

Inaccurate or Inaccessible Ownership Data Can Enable Patent Litigation
Abuse

The problem of inadequate information about ownership is exacerbated by the
fact that concealing information about attributable ownership in patents enables, and is
characteristic of, patent trolling. Patent trolls typically create shell corporations in order to
insulate themselves from liability, and a start-up or small company that receives a
demand letter or a notice of suit from a patent troll typically has to expend a great deal of
time and energy simply trying to ascertain who owns the patent that is alleged to be
infringed. Moreover, Professor Colleen Chien found that information regarding changes
in a patent's ownership and transaction history are some of the most important
predictors of whether a patent has been — or will be — litigated. (Predicting Patent
Litigation). In fact, Prof. Chien also found that in many cases the transfer of a patent
was a precursor to its assertion in litigation. One more data point here: Prof. Chien

studied 915 patent litigation filings made by patent trolls or PAEs and found that in about



one-third of the cases, the plaintiff was not the patent owner of record as of the day the

litigation was initiated.

Therefore, any entity that is accused of infringing the patent will certainly need to
know who the real party in interest is in order to be able to assess its risk. And yet basic
information surrounding the patent’s true ownership tends to be as scarce as it is vital.
And any small company or start-up that wants to create and invent needs to be able to
access information surrounding a patent’s ownership to make strategic decisions about
litigation, to make offers on licenses, and to make knowledgeable design-around

decisions.

Information about Ownership Is Particularly Crucial During the Pendency of

an Application

The proposed rule changes are particularly necessary during examination
because, as the Notice indicates, ownership of an application is an important factor in
examining an application. It will enable the Office to determine the scope of prior art
under the common ownership exception, help uncover instances of double patenting,
and ensure against any conflicts of interest. Involving PTO personnel involved in

examining an application.

For these reasons, Engine believes that requiring notification of changes in
ownership within 90 days, as the Notice proposes, is too long a period of time for this
information to be out of date. We recommend that the window for reporting changes in

ownership should be reduced to 45 days.

Post-Issuance Requirements Should be Expanded to Assignments

We applaud the PTO for proposing to require that ownership information be
updated when issuance and maintenance fees are due, and whenever the patent
becomes involved in post-issuance proceedings before the PTO. As the Notice
indicates, the PTO believes that the examination process is best served by collecting

ownership information of not just the titleholder, but also of other entities that are real-



parties-in-interest because they have rights to enforce an existing patent, as well as

information about parent entities who ultimately control these entities.

In order to fully achieve the transparency that the Notice calls for, we recommend
that such information also be required every time an assignment is made. Extending the
requirement to assignments is also relatively easy to achieve in that 37 CFR 3.11
(MPEP 302) already requires that assignments be recorded via a simple one-page form.
It would be relatively easy to require that something similar be filed with the Office every
time an ownership event happens that affects titleholders, enforcement entities, ultimate

parent entities, or hidden beneficial owners.

These Changes Can Be Implemented In a Way that Reduces Any Burden on

Applicants and Patent Owners

Although Engine is not persuaded by the protests of those who claim that it is too
great a burden to tell the PTO who owns a patent in a reasonable time frame as
contemplated by these proposed rules, Engine does believe that the PTO can and
should implement these requirements in a manner that makes it easy and inexpensive
for small companies, independent inventors and start-ups to comply. Engine notes that
the PTO has already reduced fees associated with recordation of assignments, and
recommends that it consider more ways to streamline the process that would enable
applicants and owners to update ownership information online and without the need for
attorney assistance. The PTO’s Proposal to Enable Voluntary Reporting and Publication

of Licensing Offers and Related Information is commendable and should be adopted

The PTO notes that it already permits patent holders to seek publication in the Official
Gazette of the availability of their patents for sale or license for a fee. Permitting patent
applicants and owners to voluntarily provide information about licensing which the Office
would then make available to the public in a searchable online database would further
enhance the transparency and efficiency of the marketplace by providing a
clearinghouse for patent owners to post licensing terms. Engine Advocacy supports this
proposal because it would make it easier for start-ups to post or obtain information about
licensing opportunities and facilitate licensing and technology transfer while reducing the

costs of such transactions.



Conclusion

The PTO’s proposed new rules on requiring identification of attributable
ownership are commendable, and will enable the PTO to better discharge its statutory
duties while making this information available to third parties, policymakers, and the
public. The PTO deserves great credit for addressing the existing lack of transparency in
ownership information and proposing changes that, if implemented, will shed much-
needed light on the ownership of titleholders, enforcement entities, ultimate parent
entities and hidden beneficial owners. Making this information readily available will

enable the PTO to do its job better and serve the public interest.

Respectfully submitted,

Julie Samuels
Executive Director
ENGINE ADVOCACY
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April 24, 2014

James Engel

Senior Legal Advisor

Office of Patent Legal Administration

Office of the Deputy Commissioner for Patent Examination Policy
U.S. Patent and Trademark Office

600 Dulany Street

Alexandria, Virginia 22314

Re: Changes To Require Identification of Attributable Owner

The U.S. Patent and Trademark Office (“USPTO”) has published a notice of a
proposed rulemaking in the Federal Register (79 Fed. Reg. 4105) that it hopes will
"facilitate the examination of patent applications and . . . provide greater transparency
concerning the ownership of patent applications and patents." The Innovation Alliance is
a group of U.S. based innovators, patent owners, and stakeholders from a diverse range of
industries committed to improving patent quality while protecting and promoting
innovation. Our members make frequent and great use of the USPTO, and because our
innovations are protected by patents, we employ thousands of people in the United States.
Accordingly. we are compelled to provide comments on the proposed rulemaking and
hope these comments will be given every consideration by the USPTO.

The objective of the proposed rulemaking is to “ensure the highest-quality patents,
enhance competition by providing the public with more complete information about the
competitive environment in which innovators operate, enhance technology transfer and
reduce the costs of transactions for patent rights by making patent ownership information
more readily and easily available, reduce abusive patent litigation by helping the public
defend itself against frivolous litigation, and level the playing field for innovators.”

The Innovation Alliance has serious concerns that the costs of compliance with
the proposed rules far outweigh the suggested benefits deriving from them, some of
which we believe are dubious at best. The USPTO should thoroughly review the
proposed rules relative to the perceived benefits, and ensure that there is a clear and
demonstrable quantitative nexus between the proposed rules and the desired objectives,
and that they clearly outweigh the significant quantitative burdens on innovators. In this



regard, we believe the USPTO has grossly underestimated the cost of compliance for
innovators. More specifically, the USPTO should revisit the unlikely relationship
between ownership information and (1) the quality of patents, (2) enhancement of
competition, (3) reduction of transaction costs, and (4) leveling of the playing field for
innovators, and provide more data driven justification, if any, for these presumptions.
The results of these reevaluations should be further published for additional public
comment.

The proposed rules create a significant cost and compliance burden on patent
owners and applicants. The proposed rules also presume that no submission of change of
attributable ownership by itself is a representation that attributable ownership has not
changed. Therefore, noncompliance will amount to a false representation. The USPTO
should seriously consider reducing this regulatory burden on innovators by reducing the
frequency and scope of required notifications in view of the very large cost of compliance.
This consideration should also take into account the fact that there is proposed legislation
that, if passed, will require disclosure of some level of attributable ownership as well. If
this is the case, the USPTO requirement will be duplicative of the legislation that is
specifically addressing abusive patent litigation, with no apparent value add.

Additionally, the USPTO should avoid the incorporation of definitions in
regulations propounded by other non-USPTO agencies. Rather, the USTPO should
expressly define terms in 37 CFR that relate to patents, having terms specifically defined
to suit the concept of attributable ownership, to avoid indefinite rules, confusion among
practitioners, and unnecessary litigation. Furthermore, the Innovation Alliance believes
that the attributable ownership definition should be limited to the assignee of a patent,
and in the case the assignee is the subsidiary of a parent company, could include the
parent company. The requirement to identify the other entities indicated in the proposed
rules would fundamentally change the present venture capital environment and creation
of high risk start up entities, as well as publicly owned companies.

The penalty for noncompliance is excessive and should be reduced to be
commensurate with its impact. The proposed rules provide for abandonment of an
application for which attributable ownership was not timely updated, unless the delay
was unintentional, in which case the application can be revived. While the objectives of
the proposed rule are commendable, forfeiture of a patent right for failure to comply with
a requirement that has no relationship whatsoever to the merits of an invention, including
its patentability and its contribution to technological advancement, is draconian at best.
Alternative punitive fiscal remedies should be considered in lieu of this grossly
overreaching penalty.

Finally, the Innovation Alliance understands the desire of the USPTO and the
administration to curb abusive patent litigation. However, the USPTO should first and
foremost focus on its primary objective of granting high quality patents in a timely
fashion. The USPTO should exercise extreme caution in implementing rules, such as the
present rule proposed for attributable ownership, that have unintended consequences to
patent applicants and divert the USPTO’s focus from its primary objective. This is



especially true in view of the heightened legislative and judicial attention to this issue.

Respectfully s?gitted,
Brian Pomper

Executive Director
Innovation Alliance



IN THE UNITED STATES PATENT AND TRADEMARK OFFICE
Changes to Require Identification of Attributable Owner
Notice of Proposed Rulemaking
Docket No. PTO-P-2013-0040

COMMENTS OF THE INTERNET ASSOCIATION

I. Introduction and Statement of Interest

The Internet Association (“IA”) files these comments in response to the Patent and
Trademark Office’s (“PTO’s”) proposed rules to require identification of a patent’s attributable
owner during the pendency of a patent application and at specified times during the life of the
patent.' The IA supports the PTO’s proposed rules, subject to the changes and clarifications
discussed below.

The 1A is the voice of the Internet economy, representing the interests of America’s
leading Internet companies and their global community of users.? 1A members hold extensive
patent portfolios arising naturally from their substantial investment in research, development,
and commercialization of new technologies. At the same time, however, |A members and their
customers face an unprecedented barrage of patent assertion and litigation involving the cynical
manipulation of patents by private speculators shrouded in webs of secret shadow entities that
traffic in poor quality patents (often long abandoned by their respective inventors) to parlay
litigation costs into wealth transfers to investors. This growing shadow industry—widely known
as "patent trolling"—is so large, so pervasive, its social costs so vast, that it has invoked the
collective outrage of the Congress, the Department of Justice, the Federal Trade Commission,
leading academics in law, economics and public policy, and even the United States Court of
Appeals for the Federal Circuit. The Internet ecosystem is uniquely susceptible to abusive patent
litigation given that Internet-related patents are eight times more likely to be asserted than non-
Internet related patents.®

! Notice of Proposed Rulemaking, Changes to Require Identification of Attributable Owner,
79 Fed. Reg. 4105 (Jan. 24, 2014) (“NPRM”).

2 The Internet Association represents the world’s leading Internet companies including:
Airbnb, Amazon, AOL, eBay, Expedia, Facebook, Gilt, Google, IAC, LinkedIn, Lyft, Monster
Worldwide, Netflix, Practice Fusion, Rackspace, reddit, Salesforce.com, SurveyMonkey,
TripAdvisor, Twitter, Uber Technologies, Inc., Yelp, Yahoo!, and Zynga.

% John R. Allison, Emerson H. Tiller, Samantha Zyontz, Tristan Bligh, Patent Litigation and
the Internet, 2012 Stan. Tech. L. Rev. 1 (2012) at 14, { 28, available at
http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.229.474&rep=repl&type=pdf.
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The secondary market for patent monetization has matured to the point where patent
assertion entities (“PAEs”) — entities that exist solely to acquire, license, and litigate patents —
now attract significant investment capital from Wall Street hedge funds, venture capital
investors, and operating companies. Often, PAEs and their shadow investors obscure their
interest in a patent by litigating through shell companies. This “hidden” ownership introduces
inefficiencies into agency proceedings, licensing negotiations, and patent litigation. Hidden
ownership information also gives rise to “hybrid PAEs,” otherwise known as patent privateers.
As noted by Federal Trade Commission Chairwoman Ramirez, patent privateering “allows
operating companies to exploit the lack of transparency in patent ownership to win a tactical
advantage in the marketplace that could not be gained with a direct attack” and can “increas|¢e]
licensing fees and further burden[ ] rivals.”*

Accordingly, the 1A strongly supports the PTO’s efforts to bring more transparency to the
patent system by requiring parties with an attributable ownership interest in a patent to disclose
that interest. However, the proposed rules focus primarily on disclosure of attributable
ownership information for pending applications. In the IA’s view, this focus is misplaced.

There are valid reasons for keeping ownership information for pending applications undisclosed,
such as when a company explores possible entry into new markets, or when an intellectual
property portfolio is a small part of a large, complex merger or acquisition. By contrast, hidden
ownership information for already-issued patents has no clear justification and often results from
a strategic decision to gain an unwarranted advantage in litigation or licensing activities. The IA
therefore encourages the PTO to refocus its rulemaking on already-issued patents.

Finally, the 1A does not support the proposal to allow voluntary disclosure of licensing
information. Because most companies treat licensing information as confidential, relying on
voluntary submissions alone is unlike to yield a sufficiently comprehensive database of licensing
offer information to be useful. Moreover, PAEs may use selective disclosure of licensing
information to gain a litigation advantage.

Il. Transparency of Ownership for Already-Issued Patents is Essential to the
Administration of the Patent System and an Efficient Market for Clearing Patent Rights

A. Transparency in Agency Proceedings

As the PTO observes in its NPRM, transparent ownership information can facilitate more
effective evaluation of patent applications and improve other internal agency processes. For
example, knowing a patent’s attributable owners can help determine the scope of prior art or
uncover instances of double patenting.> Transparent ownership information can also yield a

* Chairwoman Edith Ramirez at the Computer & Communications Industry Association &
American Antitrust Institute Program, Competition Law & Patent Assertion Entities: What
Antitrust Enforcers Can Do, at 7 (June 20, 2013).

® 79 Fed. Reg. at 4106.

1100 H Street NW, Washington, DC20005
www.InternetAssociation.org
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more complete picture of the entire patent system while ensuring that the information that the
PTO provides to the public is accurate.

Importantly, transparent ownership information facilitates more effective use and
administration of review proceedings at the PTO, including the new inter partes and post-grant
review proceedings created by the America Invents Act.® In view of the short nine-month time
frame to bring a petition for post-grant review, hidden ownership information may keep
potentially invalidating public disclosures undiscovered until the deadline for filing the petition
has passed. Similarly, a defendant has one year to file a petition for inter partes review after the
filing of an infringement complaint. In complex patent litigation, accurate ownership
information that may lead to other information that would support grounds for invalidity in an
inter partes review could go undiscovered until after the window to petition for inter partes
review has passed. Indeed, the time limits for post-grant and inter partes review may actually
create an incentive for keeping ownership information hidden. Accordingly, the 1A strongly
supports the proposed rules to require disclosure of ownership information after issuance and, as
discussed below, recommends that such information be disclosed more frequently.

B. Transparency in Litigation and Licensing

As observed in the White House’s report on patent assertion and U.S. innovation, entities
that assert patents to deter rather than promote innovation often use concealed ownership as part
of their litigation strategy: “They may hide their identity by creating numerous shell companies
and requiring those who settle to sign non-disclosure agreements, making it difficult for
defendants to form common defensive strategies (for example, by sharing legal fees rather than
settling individually).”” Concealed ownership also can be part of a PAEs’ licensing and
litigation strategy of “intentionally hid[ing] the existence of their patents until a sector or
company [is] using the patented invention without authorization and can be sued for
infringement.”® Concealing the identity of operating companies makes it less likely that the
owner or user of an accused technology will discover relevant patents until they are asserted.

Moreover, obscuring ownership information leads to inefficiencies in patent licensing
and litigation, and also distorts the costs of patent licenses and settlements. As detailed in the
IA’s earlier joint comments in this proceeding, hidden ownership information makes it more
difficult to reach a “true” settlement between the alleged infringer and the real party in interest,
makes efficient cross-licensing arrangements much more difficult to reach, and increases the

®35U.S.C. 8§ 311, 321.

" Executive Office of the President, Patent Assertion and U.S. Innovation, June 2013, at 4,
available at http://www.whitehouse.gov/sites/default/files/docs/patent_report.pdf.

8 United States Government Accountability Office, Intellectual Property: Assessing Factors
That Affect Patent Infringement Litigation Could Help Improve Patent Quality, August 2013, at
31, available at http://www.gao.gov/assets/660/657103.pdf.
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time, expense, and risk associated with clearing patent rights.” Given the heightened frequency
with which patent reassignments now occur, hidden ownership information injects inefficiency
and uncertainty throughout patent licensing and litigation. Especially in the heavily litigated
field of Internet-related patents, that inefficiency and uncertainty creates a substantial risk and
therefore disincentive to develop and exploit new technologies.

I11. The Rules Will Improve the Accuracy of Ownership Information, But Need
Refinement

At the outset, the 1A believes that the proposed rules further an important interest in
accurate information regarding granted patents without unduly burdening patent holders. The
PTO anticipated implementing a system for electronic uploading and updating of attributable
owner information that should ease any burden on patent holders.’® Concerns that have
technological fixes should not determine policy outcomes. Indeed, to fully accomplish the
objectives set out in the White House’s objective of “making ‘real party in interest’ the new
default,”™ further disclosures and incentives to disclose are required. At the same time, the PTO
should consider modifications to its rules to preserve confidentiality where legitimate business
purposes require it.

A. The Rules Should Require Updated Ownership Information When the Patent Is
Asserted

The proposed rules seek to “reduce the risk of abusive patent litigation by helping the
public defend itself against such abusive assertions by providing more information about all the
parties that have an interest in patents and patent applications.”? As proposed, however, the
rules fall short of accomplishing that goal because, outside of review proceedings, updated
information for already-issued patents is required only at the time of payment of maintenance
fees. These fees are due only at 3.5, 7.5, and 11.5 years into the life of the patent.** With a gap
of up to four years between maintenance fee payment, and no further disclosure required after
the final payment, it is very likely that the ownership information on hand at the time a patent is
asserted will be stale.

® Comments of the Coalition for Patent Fairness and the Internet Association, Notice of
Roundtable on Proposed Requirements for Recordation of Real-Party-in-Interest Information
Throughout Pendency of Patent Term, Docket No. PTO-P-2012-0047, at 6-7 (filed Jan. 25,
2013).

19 NPRM, 79 Fed. Reg. at 4106.

1 EACT SHEET: White House Task Force on High-Tech Patent Issues, June 4, 2013,
available at http://www.whitehouse.gov/the-press-office/2013/06/04/fact-sheet-white-house-
task-force-high-tech-patent-issues.

2 NPRM, 79 Fed. Reg. at 4106.
1337 C.F.R. §1.20.
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Legislative proposals to improve patent transparency have recognized this problem and
devised a solution to address it. The Innovation Act of 2013, which passed overwhelmingly in
the House of Representatives, requires a plaintiff to disclose upon a filing a complaint the
ultimate parent entity of any assignee of the patent, as well as any entity that the “plaintiff knows
to have a financial interest in the patent or patents at issue or the plain‘ciff.”14 The Patent
Transparency and Improvements Act currently under consideration in the Senate takes a slightly
different approach but similarly recognizes the need for more frequent updating of patent
ownership information.” In addition, academics who have examined the impact of PAEs on
startups and innovation have called for disclosure of real-parties-in-interest in demand letters.*®
Although the Innovation Act does not require this disclosure, it does make disclosure of the
ultimate parent entity in demand letters a condition for recovering damages for willful
infringement.” The PTO has multiple approaches available and should, at a minimum, take
steps to require the disclosure of ownership information at the time the infringement complaint is
filed. Requiring disclosure at that time imposes no undue burden on the patent owner,
particularly when contrasted with the far more extensive production of documents faced by the
party defending against a claim of infringement brought by a PAE or shell company.

B. The Rules Should Impose Penalties for Failure to Disclose Attributable Owner
Information for Already-Filed Patents

Under the proposed rules, failure to disclose required ownership information can result in
abandonment of the patent application. It is less clear, however, what consequences flow from a
party’s failure to disclose attributable owner information for a patent that has already been
granted. Again, recent legislative proposals may provide some guidance in that case. Failure to
disclose required ownership information in the Innovation Act and the Patent Transparency and
Improvements Act results in the plaintiff becoming ineligible for increased damages under 35
U.S.C. § 284 or reasonable fees and expenses under 35 U.S.C. § 285 for the time during which
the plaintiff was out of compliance. Additionally, the Innovation Act would award to a
prevailing defendant the fees and expenses incurred to discover undisclosed ownership
information.™® Litigation-specific penalties for noncompliance are not well suited for other
failures to disclose required information, such as when maintenance fees are due or in the course

“H.R. 3309, 113" Cong. § 4 (2013).

15 See S. 1720, 113" Cong. §3 (2013) (requiring updating of patent assignments within three
months).

18 Colleen Chien, Patent Assertion and Startup Innovation, Report of the New America
Foundation’s Open Technology Institute, September 2013, at 30, available at
http://newamerica.net/sites/newamerica.net/files/policydocs/Patent%20Assertion%20and%20Sta
rtup%20Innovation.pdf.

'H.R. 3300 § 3.
81d. 84: S. 1720 §3.
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of a reexamination proceeding. In those cases, a monetary penalty may be more appropriate but
there should also be downstream consequences if the patent is later asserted. In all cases, the
penalty should provide a substantial disincentive for keeping attributable ownership information
hidden in violation of the Office’s rules.

C. The Rules Should Allow Optional Confidentiality of Ownership Information for
Pending Applications

As discussed above, the primary harms and risks associated with hidden ownership
information relate to patents that the PTO has already granted. Secrecy is flatly inconsistent with
the core bargain of a property right that is granted and enforced by the government in exchange
for disclosure of an invention. Given that patent infringement is a strict liability offense,
information that helps put all parties on notice to a patent’s existence and ownership promotes a
more efficient and equitable patent system. It is unclear what legitimate interest would allow an
attributable owner of a patent to keep its interest hidden at the same time that it seeks to benefit
from the patent’s enforcement.

By contrast, there may be valid reasons for keeping ownership information confidential
when a patent application is still pending. For instance, a company may wish to acquire
confidentially technology and related pending applications as it explores the possibility of
entering a new field or market. Public disclosure of that exploration could encourage PAEs and
other patent speculators to acquire patents and applications for no other purpose than to drive up
their costs or to stockpile an arsenal for eventual litigation. The proposed rules do provide
limited flexibility insofar as they distinguish between published and unpublished applications.®
However, the PTO should go further and allow a party acquiring pending applications, upon
request, to keep updated attributable owner information confidential until the patent issues.

Once the patent issues, however, the public interest in timely disclosure and updating of accurate
ownership information, and the public availability of that information, is clear and outweighs any
interest in maintaining confidentiality.

IVV. The PTO Should Not Adopt the Proposal to Allow Voluntary Disclosure of Licensing
Offers

The NPRM also seeks comments on whether the PTO should enable patent applicants
and owners to voluntarily report licensing offers and related information for the Office to make
available to the public.?® The IA believes this provides limited new information and presents a
significant risk of manipulation. Under current PTO rules, a patent owner or applicant can
publish in the Official Gazette a notice of availability of a patent or application for license and

9 NPRM, 79 Fed. Reg. at 4111.
201d. at 4109.

1100 H Street NW, Washington, DC20005
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sale.! Thus, the PTO already provides patent owners and applicants with a means to advertise
the availability of their patents for licensing.

The proposal would go further and allow patent owners and applicants to publicize the
terms of specific licensing offers. A comprehensive database of licensing information likely
would enhance transparency and efficiency in the marketplace for patent rights. However,
voluntary disclosures alone will not produce a comprehensive database. The vast majority of
licensees and licensors treat licensing information as proprietary and confidential and therefore
will not voluntarily disclose that information in a public, searchable database.

Furthermore, a database composed entirely of selectively disclosed information is
unlikely to produce an accurate or useful picture of the patent marketplace. It is unclear, for
example, what benefit flows from allowing a patent holder to publicize that a patent asserted to
cover a rudimentary function (such as the ability to email a scanned document) is available for
license at a cost of $1,000 per employee. Particularly for the smaller companies that make up
55% of unique defendants in suits brought by PAEs?* and may be unfamiliar with patents or
patent licensing, the presence of an offer to license in a PTO database may give an undeserved
air of legitimacy to patent assertions. Further, if the PTO were to allow disclosure of offers of
license to identified parties, the threat of publication could be used to inflate licensing costs.
Finally, selective disclosure may also be used to undergird a claim of willful infringement or
another litigation tactic. Simply put, voluntary disclosure creates more risks than benefits.

V. Conclusion

The Internet Association appreciates and supports the PTO’s efforts to improve the
transparency of ownership information. In the administrative setting, the courts, and the
marketplace, knowing exactly who one is dealing with will yield more efficient and fair
outcomes. Given the increase in patent litigation and the corresponding increase in the
reassignment of patents to shell companies and other entities for litigation advantage, the 1A
strongly encourages the PTO to focus on eliciting current, comprehensive, and accurate
ownership information for already-issued patents. There may be valid considerations for
keeping changes in ownership confidential while a patent application is pending. Once the
patent issues, however, the public’s interest in fair notice, efficient transactions, and a reduction
in abusive patent litigation counsels strongly in favor of maintaining and disclosing up-to-date
ownership information.

2137 C.F.R. 1.21(i).
22 Chien at 11.
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Sincerely,

/s/Gina G. Woodworth

Gina G. Woodworth

Vice President, Public Policy and Government Affairs
The Internet Association

April 24, 2014
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(b) enforcement entity: an entity that is necessary to be joined in a lawsuit in
order to have standing to enforce the patent, e.g., exclusive licensees;

(c) ultimate parent entity (as defined in 16 C.F.R. 8 801.1(a)(3)) of titleholders
and enforcement entities; and

(d) hidden beneficial owner: an entity that directly or indirectly creates or uses a
trust, proxy, power of attorney, pooling arrangement, or other contract,
arrangement or device for temporarily divesting such entity of attributable
ownership of a patent or application or for preventing the vesting of
attributable ownership.

Notice at 4110; proposed 37 C.F.R. § 1.271.

IPO supports the USPTO’s proposal to require identification of titleholders only upon
the initial filing and allowance of a non-provisional application. IPO does not support
additional rules requiring disclosure of enforcement entities, ultimate parent entities, or
hidden beneficial owners, because compliance would be extremely burdensome and
fraught with potential pitfalls.

Requiring disclosure of enforcement entities would require patent applicants and owners
to track which patents and applicants are affected by potentially numerous license
agreements prior to enforcement. It is common for a large company to license-in or
license-out hundreds, if not thousands, of patents and applications. The sheer number of
patents and applications to be tracked and recorded under the proposed rules would
divert valuable resources from other activities and discourage or limit licensing
activities.

The structure of many licensing arrangements does not necessitate tracking the specific
patents and applications that are subject to the license. For example, it is common
practice for an exclusive license to be defined by a technological field or based on a
definition of the product being licensed, without identifying the particular patents and
applications of the licensor that cover that technology or product. Neither the licensor
nor the licensee may know (or ever need to know) precisely which patents and
applications are covered by the license.

Another factor that would complicate compliance with the proposed rules is that claim
scope can change during prosecution, causing the enforcement entity or beneficial
owner to change. It would be exceedingly burdensome to require an applicant to assess
whether an application falls within a certain license or other business arrangement each
time the claims are amended. Often, the prosecuting agent or attorney is wholly
unaware of such licenses or arrangements.

A requirement that the enforcement entity or hidden beneficial owner be identified could
require early resolution of possible disagreements between licensors and licensees as to
whether a specific patent or application is included in a license. A requirement for claim
and contract interpretation prior to enforcement would be costly and should be avoided.

-2-



INTELLECTUAL PROPERTY OWNERS ASSOCIATION

Recent cases illustrate the complexity of determining standing, which would be required
under the proposed requirements for disclosing enforcement entities. For example,
issues have been raised in patent litigation regarding whether a former spouse of an
inventor is a necessary party to an enforcement action. See, e.g., Enovsys LLC v. Nextel
Communications, Inc., et al., 614 F.3d 1333 (Fed. Cir. 2010) and James Taylor v. Taylor
Made Plastics (M.D. Fla. 2013). Those types of investigations are unwarranted during
patent prosecution.

Licensors and licensees have a legitimate business interest in keeping the details of a
license agreement, or even the existence of an agreement, confidential. If the
enforcement entity or hidden beneficial owner must be identified, it is possible that the
details of such agreements would be made public. Existing license agreements are
unlikely to address the issues raised by the Notice, and future agreements would need to
consider these issues, thus increasing the cost and complexity of agreements.

IPO does not support rulemaking to require disclosure of ultimate parent entities.
Furthermore, the definition of ultimate parent entity as set forth in 16 C.F.R. §
801.1(a)(3) would require an unduly complicated analysis. That rule was promulgated
in support of the premerger filing requirements of the Hart-Scott-Rodino Act and is
administered by the Federal Trade Commission (FTC). The FTC has set forth a “Size-
of-Person Test” and a “Size-of-Transaction Test” that state the minimum financial value
that a transaction must have before one needs to comply with the reporting rules. The
transaction minimum for the “Size-0f-Transaction Test” in 2014 is $75.9 million while
the minimum for the “Size-0f-Person Test” is $15.2 million. The USPTO’s proposed
rules, however, do not contain minimum threshold amounts.

Experience with the FTC’s ultimate parent entity practice has shown that the
determination of the ultimate parent entity can be quite involved even for publically
traded companies. For example, proxy statements need to be reviewed to determine
who, if anyone, owns or controls at least 50% of the company, and more investigation
may be needed based upon the nature of the controlling parties. Working with foreign
and private entities to obtain the needed information may be difficult and time
consuming. Also, adoption of the ultimate parent entity concept would make due
diligence activities during M&A activities more complex and expensive.

In addition, the proposed rules could hinder the ability of non-lawyer patent agents to
prosecute patent applications. Many of the determinations needed in order to comply
with the proposed requirements are legal in nature and based upon state or federal law.
Patent agents would need to obtain the services of an attorney to perform the required
analyses during the pendency of a patent application.

IPO urges that the definition of attributable owner be limited to titleholder entities.
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1. The Times for Identifying the Attributable Owner Should be Limited to
Filing and Allowance

The Notice proposes that the attributable owner be identified, updated, or otherwise
verified at the following times:

(a) upon filing a non-provisional application;

(b) during prosecution, within three months of the date that the attributable
owner changes;

(c) within three months from the date of notice of allowance;
(d) prior to the date of payment of each maintenance fee;

(e) as part of the mandatory notice filed by a patent owner under 37 C.F.R. 8§
42.8(a)(2) in Patent Trial and Appeal Board (PTAB) proceedings;

(f) when filing a request for supplemental examination;
(9) at the time of filing a request for ex parte reexamination by the patent owner;
(h) when the patent owner files a reply in an ex parte reexamination; and

(i) during a proceeding at the PTAB if the attributable owner changes, within
twenty-one days from the date of the change.

Notice at 4120.

IPO supports requiring patent applicants to provide “titleholder” information to the
USPTO only upon the initial filing and allowance of a non-provisional application (i.e.,
at times (a) and (c)). Congress has determined when and to what extent ownership
information is required to be disclosed during various USPTO proceedings, including
America Invents Act (AlA) trials, supplemental examination, and ex parte
reexamination. For example, the mandatory notice under 37 C.F.R. § 42.8(a)(2) already
requires disclosure of real party-in-interest information.

The proposed timing requirements would result in a significant expenditure of resources
by patent owners. The requirements to regularly update attributable ownership
information during prosecution and post-issuance would require practitioners to conduct
update inquiries potentially dozens of times. An update is not a simple task. A
company would need to conduct internal investigations, which would be particularly
onerous for large companies with multiple subsidiaries that participate in large volumes
of intellectual property asset transfers.

Proposed Rule 1.381 requires identifying the attributable owner “prior to the date the
maintenance fee is paid.” Many companies outsource the payment of maintenance fees
to third party vendors, and the payment of such fees is largely a routine clerical activity.
The Notice proposal would alter this practice, again requiring patentees in large complex
corporate structures to carry out burdensome ownership inquiries each time a
maintenance fee comes due.

-4 -
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I11.  Additional Issues Requiring Clarification or Explanation

A. Authority to Implement the Attributable Ownership Identifications as
Proposed

IPO is concerned that the proposed rules go beyond what is reasonably necessary to
conduct proceedings at the USPTO. IPO strongly opposes the proposal to hold a patent
application abandoned for failure to comply with disclosure requirements, a proposal
that seems to turn the requirements into substantive patentability criteria.

The USPTO states that the proposed rules will facilitate patent examination by helping
to determine the scope of prior art under the common ownership exception. The Notice
states that the difference between the AIA common ownership exception (35 U.S.C. §
102(b)(2)(C)) and the pre-AlA common ownership exception (35 U.S.C. § 103(c)(1))
presents the possibility that a greater amount of prior art is now subject to this exception.
Notice at 4108. The difference in the scope of prior art falling under the pre-AlA and
post-AlA exceptions, according to the Office, makes the current method of handling
possible common ownership inefficient. Notice at 4108; see also MPEP 706.02(1)(3)(1).
IPO does not agree that requiring extensive ownership disclosures in all applications and
patents is the correct mechanism to address the change in the common ownership
exception. 1PO stands ready to work with the USPTO to address issues related to the
AIA common ownership exception, and the resulting scope of prior art under Section
102(a)(2), in a more targeted manner.

With respect to uncovering instances of double patenting, we note that the duty to
disclose under 37 CFR § 1.56 requires timely disclosures of changes in ownership when
that information is material to patentability.

B. Impact on Treaty Obligations and Harmonization

We do not know if the USPTO has analyzed whether the proposed rules are permitted
under the Patent Law Treaty, which seeks to harmonize national patent formalities
throughout the world. IPO is not aware of any similar requirements in other patent
offices and is concerned how any new rules would be perceived by other offices.

C. Estimated Cost to Comply

The USPTO estimates, based on input provided at a 2012 roundtable, that the cost of
providing attributable owner information would have a transaction cost of about $100.
IPO questions whether this estimate is accurate for the current proposal. We believe that
the previous $100 cost was based upon the cost of filing the needed paperwork and did
not include the analysis required for the determination. We believe a realistic estimate
of the actual costs would easily exceed the $100 million threshold to classify the
rulemaking initiative as a “major rule” and thus require further review outside the
USPTO.
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D. Penalties for Non-Compliance

IPO opposes a penalty of abandonment for non-compliance with any rules requiring
disclosure of attributable owners. PO requests clarification on the penalty for non-
compliance. The proposed rules do not specify a penalty for failing to comply with the
proposed rules after a patent has been granted. Even if there is no other penalty attached
to non-compliance, would patent owners still risk being charged with inequitable
conduct?

IV.  Pilot Program

IPO suggests that the Office consider implementing any new rules through a pilot
program of appropriate scope and length. A pilot program could provide data to the
USPTO and the patent community on the scope of the perceived problem (e.g., whether
the new rules uncover ownership information that would not have been discoverable
under the current rules in a significant number of cases), as well as data in regard to the
actual time and cost burden of complying with any new rules. A pilot program would
provide an opportunity to explore the impact of any new rules before making changes
that would affect the entire patent community. PO stands ready to assist the USPTO
with a pilot program.

IPO appreciates the efforts in developing the proposed rules and thanks the USPTO for
the opportunity to comment. We look forward to continuing to work with the USPTO to
increase transparency of patent ownership while minimizing excessive burdens on patent
owners.

Sincerely,

s Pomdly

Herbert C. Wamsley
Executive Director
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Chiyoda-ku, Tokyo 100-0004 JAPAN A

April 24, 2014

The Honorable Michelle K. Lee

Deputy Under Secretary of Commerce for Intellectual Property and
Deputy Director of the United States Patent and Trademark Office
United States Patent and Trademark Office

Alexandria, Virginia

Re: JIPA Comments on the “Changes To Require Identification of Attributable Owner”

Dear Deputy Under Secretary Lee:

We, the Japan Intellectual Property Association, are a private user organization
established in Japan in 1938 for the purpose of promoting intellectual property protection,
with about 900 major Japanese companies as members. When appropriate opportunities
arise, we offer our opinions on the intellectual property systems of other countries and
make recommendations for more effective implementation of the systems.
(http://www.jipa.or.jp/english/index.html)

Having learned that the “Changes To Require Identification of Attributable Owner”,
published by the United States Patent and Trademark Office (USPTO) in the Federal
Register, Vol.79, No.16, on January 24, 2014. We would like to offer our opinions as follows.
Your consideration on our opinions would be greatly appreciated.

JIPA again thanks the USPTO for this opportunity to provide these comments and
welcomes any questions on them.

Sincerely, yours,

re Alaite

Kazushi 'I{AKEMOTO

President

Japan Intellectual Property Association

Asahi Seimei Otemachi Bldg.18F

6-1 Otemachi 2-chome Chiyoda-ku Tokyo, 100-0004,
JAPAN
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JIPA Comments on the “Changes To Require Identification of Attributable Owner”

JIPA has closely and carefully examined the proposed changes, publicized in the Federal
Register issued by the United States Patent and Trademark Office (USPTO) as of January
24, 2014, under the title of “Changes To Require Identification of Attributable Owner”. JIPA
hereby presents its comments on this proposed changes.

1. Proposed changes to the rules as a whole

JIPA agrees with the basic policy of the proposed changes to the rules - that is, to require
the applicant and the patent holder to file a notice identifying current attributable owner
information to the Office in order to facilitate greater transparency of patent application and
patent ownership. However, JIPA is concerned that the proposed new rules of the United
States might impose an excessive burden on applicants and patent holders compared with
rules of other countries, and that the failure to comply with this requirement would result in
the abandonment of an application, a more severe penalty than that would be imposed in
other countries. JIPA requests flexibility in the application of these new rules. In addition,
the proposed new rules contain some unclear provisions which JIPA would like to clarify to
enable applicants and patent holders to comply with the requirement to report attributable
owner information to USPTO.

2. Measures to be taken in the event of failure to comply with the requirement

(1) According to the proposed new rules, the submission of attributable owner information
is required at certain timings, such as the time of filing an application, the time of being sent
a notice of allowance, and the time of the maintenance fee payment. However, while the
proposed rules clearly stipulate a penalty for failure of the applicant and patent holder to
report information at the time of filing or patent grant (FR4112 column 2 and FR4112
column 3), there is no clear stipulation on a penalty for such failure at other timings.
Accordingly, JIPA requests that the USPTO clarify in the final rules the penalty to be
imposed for failure to report attribute owner information on such timings for which the
current proposed rules do not clearly stipulate a penalty (e.g. failure at the time of
maintenance fee payment).

(2) The proposed new rules provide that information on enforcement entities should be
collected as the second type of attributable owner information, and state exclusive
licensees as an example of the enforcement entities (FR4110 column 1). If a patent holder
who has granted an exclusive license fails to notify the Office of the exclusive licensee as
an attributable owner, and the patent holder or the licensee subsequently files an
infringement suit, how would the patent holder's failure to report attributable owner
information affect the infringement suit? JIPA requests that the final rules clearly provide
whether the patent holder or the licensee will be sanctioned for inequitable conduct to the
USPTO in such a case.



(3) Furthermore, where there is an enforcement entity other than the exclusive licensee,
and where a patent holder's failure to report accurate attributable owner information is
revealed when the patent holder or the enforcement entity file an infringement suit, would
the patent holder or enforcement entity be subject to a penalty? If so, what kind of penalty
will be imposed (or will they be sanctioned for inequitable conduct)? JIPA requests that the
final rules clarify these matters.

3. "Attributable owner"

(1) The definition of “attributable owner” in the proposed new rules include entities
authorized to enforce patents (enforcement entities) in addition to patent holders and
applicants, but the proposed new rules are silent with regard to whether the holders of
security interests in patents are included in the definition of “attributable owner.” However,
since the holders of security interests in a patents are also entitled to sell the patents to
third parties by enforcing the security interests, JIPA believes that security interest holders
would also be defined as one of attributable owners of patents. JIPA requests that the
USPTO state whether this understanding is correct.

(2) According to the proposed new rules, a licensee under a non-exclusive license who is
not vested with the right to enforce the patent is not included within the definition of
"attributable owner." Therefore, JIPA understands that a patent holder who has granted
such a license does not need to notify the USPTO of that licensee as an attributable owner
of the patent. JIPA requests that the USPTO state whether this understanding is correct.

(3) The proposed new rules provide that when, “exclusive licensees
are...confidential...they would only need to be disclosed where their rights are so
substantial that they have enforcement rights in the patent” (FR4109 column 3). JIPA
understands that it will suffice for a patent holder to notify the USPTO of a confidential
exclusive licensee as an attributable owner of the patent when the exclusive licensee or the
patentee enforces the patent. JIPA requests that the USPTO state whether this
understanding is correct.

4. Requirement to report attributable owner information while an application is pending

(1) The proposed new rules provide that the applicant should notify the USPTO within three
months (non-extendable) of any change to the attributable owner while an application is
pending. However, the date of the change to the attributable owner (the starting date of this
three month period) could vary depending on the case (e.g. where the attributable owner
has changed as a result of a transfer of a patent right as part of a business transfer, or
where a joint applicant waives his/her share of a patent). JIPA requests that the USPTO
clarify the starting date of the three month period while specifying cases in which a change
to the attributable owner could occur. For example, if Company A enters into an agreement
with Company B to transfer part of its business, patent rights and patent applications
related to the business subject to transfer may also be transferred from Company A to
Company B, provided that the business transfer agreement so stipulates. In such a
situation, patent rights and patent applications to be transferred are often selected after the



parties enter into a business transfer agreement. It is unclear from the proposed rules
whether the attributable owners of these patents are deemed to have changed as of the
date of execution of the business transfer agreement or of the patent transfer agreement.
Also, where Company X waives its share in a patent application filed jointly with Company Y,
the starting date of the three-month period during which a change to the attributable owner
should be reported is unclear from the proposed rules. Therefore, JIPA requests that the
USPTO clarify the date of the change to the attributable owner (the stating date of the
three-month period) in the final rules.

(2) In the Federal Register, the USPTO states as follows: “The Office is asking for
comments on whether there are other times during prosecution (e.g., with each reply to an
Office action) where updating or verification of attributable owner information should be
required).” For the purpose of collecting attributable owner information in a timely manner,
JIPA considers within "three months of the change to the attributable owner," as provided in
the proposed new rules, to be more appropriate than other times, such as when replying to
an Office action. Meanwhile, if the USPTO is considering other times in addition to the three
month period, it would impose an excessive burden on applicants and patent holder. So the
JIPA would disagree with additional times.

5. Requirement to report attributable owner information at the time of patent registration
The proposed new rules provide that where there is a change to the attributable owner
while an application is pending, the applicant should notify the USPTO of the new
attributable owner within three months from the date of the change (R1.275). The proposed
new rules also provide that the applicant should notify the USPTO of the new attributable
owner within three months (non-extendable) from the date of the notice of allowance
(R1.277).

The proposed rules do not clearly state whether the applicant is deemed to have complied
with the requirement to report attributable owner information in the following case: there is a
change in the attributable owner during a pendency of the application, but the applicant
fails to notify the USPTO of the new attributable owner within three months from the date of
the change. Since the patent is to be registered thereafter, the applicant notifies the
USPTO, pursuant to R1.277, of the new attributable owner based on the change while the
application was pending. JIPA believes that in this example case, although the applicant
did not comply with the requirement to report attributable owner information at an
appropriate time, the USPTO would be unable to discover the applicant's failure to comply
with the requirement while the application was pending and would therefore be unable to
determine whether the applicant has violated R1.275. Accordingly, JIPA requests that the
USPTO clarify the rules and the interpretation thereof as to whether the applicant would be
deemed to have complied with the requirement to report attributable owner information in
this case.



6. Requirement to report attributable owner information after patent registration

(1) According to the proposed new rules, the patent holder is required to notify the USPTO
of the attributable owner of the registered patent at the time of the maintenance fee
payment (R1.381). However, based on these rules, even if the attributable owner changes
after the patent registration, information on said change (the new attributable owner) would
not be reported to the USPTO in a timely manner. In other words, the new attributable
owner after the change would not be identified until the time of the next maintenance fee
payment. JIPA is concerned about this point, and therefore requests that the proposed
rules be revised, in light of the purpose thereof, to require that where a change occurs in
the attributable owner after the registration of a patent, the patent holder shall report
attributable owner information to the USPTO within a predetermined period from the date of
the change, as in the case of a change while an application is pending. JIPA requests that
the USPTO additionally provide when, for example, at least one enforcement entity has
been changed after the patent is registered, the patent holder shall notify the USPTO of the
enforcement entity as the new attributable owner within three months from the date of the
change.

(2) If the USPTO adopts the rule suggested in (1) above requiring a patent holder to notify
the USPTO of the new attributable owner within three months from the date of the change
thereto, JIPA requests that the USPTO withdraw the proposed rule requiring submission of
attributable owner information at the time of the maintenance fee payment. JIPA makes this
request in response to the USPTO's request in FR4113 column 1, which reads, "The Office
welcomes comments on how to collect attributable owner information at the time of each
maintenance fee, particularly in light of this practice of maintenance fee submission in bulk
by third parties.”

(3) However, if the requirement to report attributable owner information at the time of the
maintenance fee payment is to be withdrawn as suggested in (2) above, holders of patents
that are registered when the final rules come into effect will not be required to report
attributable owner information to the USPTO unless there is any change to the attributable
owner thereafter. In this respect, JIPA requests that the USPTO establish a new rule
applicable to patents that are registered when the final rules come into effect requiring
holders of such patents to report attributable owner information to the USPTO at any of the
following times:

(i) at the time of the first maintenance fee payment after the final rules come into effect, or
(i) at the time of the expiration of a predetermined period (e.g. one year) from the time that
the final rules come into effect,

(iii) whichever comes earlier.

7. Licensing offers and licensing-related information

In FR4109 column 2, the proposed new rules provide as follows: "The Office is also
seeking public comment on enabling applicants and owners to voluntarily report licensing
offers and related information for the Office to make available to the public."



JIPA understands that the term "voluntarily" means that applicants and patent holders have
the option to report licensing-related information to the Office and that this reporting is not
mandatory. Accordingly, in that meaning, JIPA prefers the voluntarily reporting system to the
mandatory reporting system. And, if the USPTO considers the reporting of licensing-related
information to be mandatory, JIPA disagrees with said rule.

*kkkk

(EOD)
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April 24, 2014

Via Email (AC90.comments@uspto.gov)

James Engel

Senior Legal Advisor

Office of Patent Legal Administration

Office of Deputy Commissioner for Patent Examination Policy
US Patent and Trademark Office

600 Dulaney Street

Alexandria, VA 22314

Re: Docket No. PTO-P-2013-040, Comments on Changes to Require Identification of
Attributable Owner

Dear Mr. Engel:

The Medical Device Manufacturers Association (“MDMA”) appreciates the
opportunity to comment on the United States Patent and Trademark Office (“USPTO”)
Notice of Proposed Rulemaking, Proposing Changes to Require Identification of
Attributable Owner.* MDMA is a national organization representing hundreds of
innovative, entrepreneurial medical technology companies. Our mission is to ensure that
patients have access to the latest advancements in medical technology, most of which are
developed by small, research-driven medical device companies. The proposed changes
to require identification of attributable owner would be extremely costly and burdensome
for medical technology companies, the majority of which are small, privately held
companies. Furthermore, the penalty of abandonment is far too severe and would have
devastating consequences for companies and patent practitioners working in good faith.

The issue of patent trolls is real in a variety of industries, including medical
technology. However, the proposed change would do little, if anything, to get at these
abusive practices, while at the same time crippling innovative medical technology
companies working in good faith to develop the medical breakthroughs of tomorrow.
Below please find the areas of most concern to MDMA members. In addition, we
strongly support the more detailed comments submitted by others in the life science
community, including The Cook Group.

USPTO Has Significantly Underestimated the Costs of Compliance

The medical technology industry relies upon physicians, engineers and innovators
working together to develop new therapies. The complexity of the proposed changes and
the variety of new definitions would be extremely burdensome, costly and complex for

179 Fed. Reg. 4105 (January 24, 2014)
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companies to comply. Furthermore, as technologies evolve and claims expanded, new
analysis would be required to determine whether there is a “change to the attributable
owner”. The proposal also fails to account for the increase in legal costs to cover the
additional malpractice insurance that will be required in cases that result in abandonment.

Every dollar spent by emerging medical technology companies on compliance
and legal fees is one less dollar spent on research and development. In addition, venture
capital investment in medical technology has already seen a significant downturn in the
past 5 years. Diluting precious investment dollars to be spent on compliance will only
further exacerbate this funding dynamic.

Concerns with Establishing New Definitions

The proposed changes attempts to import definitions outside the USPTO, often
developed for very different purposes. As a result the definitions are unclear and
confusing. For example, may of our members have been unable to ascertain from the
proposal which company is “the ultimate parent entity” when a company is owned by a
holding company. Related, it is unclear which company is “the ultimate parent entity”
when a company has set up a holding company to own its patents, which is not an
uncommon structure for commercial medical technology companies.

Proposal Disproportionately Impacts Smaller, Privately Held Companies

According to the Department of Commerce 80% of all US based medical
technology companies have fewer than 50 employees. 98% have fewer than 500
employees. The overwhelming majority of these companies are privately held. Under the
current proposal, privately held companies and their investors are placed at a significant
disadvantage. The requirement to identify and list the residence and corresponding
address of each stockholder is unreasonable, unworkable and will create another
disincentive for individuals to invest in life-saving technologies. For example, an angel
investor who prefers to remain silent in an investment will now have his/her name made
public and their address. This will result in countless future solicitations and possible
harassment from others seeking investment. As a result, fewer and fewer individuals are
likely to invest is start-up companies.

Private companies should be required to provide the same information as public
companies under the proposed rule, providing the name of the company, business address
and state of incorporation. If additional information is needed as a result of legal
proceedings, this can be obtained in an environment with appropriate privacy safeguards.

Legal Titleholder Information is Sufficient to Achieve USPTO’s Objectives

In an effort to limit unnecessary regulations and requirements, USPTO should
only require identification of the legal titleholder of a non-provisional patent application
or patent. As mentioned above, the overwhelming majority of medical technology
companies are small businesses. Establishing additional administrative and legal
requirements with no demonstrable, corresponding public benefit is not conducive to
innovation, investment and job creation. Furthermore, because the statute does not



require assignments to be recorded, the USPTO cannot promulgate new rules that require
assignments (and by extension “attributable interests”) to be recorded with the Office.

Proposed Penalty of Abandonment is Extreme and Excessive

Beyond the significant increased legal costs that will result from increased
malpractice insurance requirements, the proposed penalty of abandonment is excessive
and extreme. If adopted, USPTO would establish a new method to challenge the validity
of patent claims. This is far too draconian of a punishment to deal with an administrative
issue. In addition, on occasion, USPTO mis-records assignments. What will happen is
USPTO cannot find a properly recorded assignment? MDMA recommends a more
appropriate approach to promote the identification of legal titleholder information is to
offer discounts on fees paid to the USPTO.

Conclusion

MDMA appreciates the opportunity to provide comments on this important issue.
While we support targeted efforts to address abusive patent trolls, the proposed rule
regarding changes to require identification of attributable owner, is overly broad,
unworkable and will not address the abusive practices of these bad actors. We look
forward to working with USPTO to develop more targeted and meaningful solutions to
the issue of patent trolls.

Respectfully Submitted,

Wl . Yo

Mark B. Leahey
President & CEO
Medical Device Manufacturers Association



Minnesota Intellectual Property Law Association (MIPLA)
IP Law Revisions Committee
Comments on Proposed Rulemaking for
“Changes to Require Identification of Attributable Owner”

. These comments are submitted by the MIPLA IP Law Revisions Committee in response to the
Notice of Proposed Rulemaking Entitled “Changes to Require Identification of Attributable
Owner,” 79 Fed. Reg. 4105.

In general, our committee has mixed opinions regarding the overall value of the proposed rules
- on identification of attributable owners for patents and patent applications. While we appreciate
- that enhanced visibility and transparency of patent ownership can be an important and beneficial

improvement to the U.S. Patent system, we urge the Office to make every effort to minimize the
burden on applicants and patent owners and to improve the clarity of any final rules that may be
promulgated with respect to required identification of attributable owners.

Our committee is concerned that the proposed rules may be broader than necessary to implement
the Executive Order directing the Office to promulgate rulemaking on attributable owners of
- patents. The goal of this Executive Order is to address the concern that a lack of public
knowledge about the ultimate parent entity “prevents those facing litigation from knowing the
full extent of the patents that their adversaries hold when negotiating settlements, or even
knowing connections between multiple trolis.””' This goal is focused squarely at curbing abusive
patent litigation tactics, and does not appear to be focused on any other aspects of patent

prosecution.

The comments on the proposed rules, however, cite to a laundry list of other reasons why the
proposed rules are needed. Some of these reasons include: (1) ensuring that the power of
attorney is current; (2) avoiding potential conflicts of interest for Office personnel; (3)
determining prior art under AIA §102(b)(2)(C) and pre-AIA double patenting; (4) verifying
proper parties in a post-issuance proceedings; and (5) ensuring that the assignee printed on the
face of the patent is correct.

If the proposed rules are truly intended to curb abusive patent litigation tactics, then we
encourage the Office to focus the rules on ensuring that the public and patent litigants know of
those patents and patent applications having an ultimate parent entity in common with any
patents asserted in a patent suit. By mixing in these other reasons for promulgating the proposed
rules, the proposed rules may be more burdensome than necessary. The number of patent suits
filed is only around 1% of the total number of patents issued in any given year.” So, there are
actually only a relatively small number of patent owners and applicants who are the focus of the
stated goal of the Executive Order. Requiring the overwhelming majority of patent owners and
applicants to comply with the proposed rules even though they have no common ownership with

' FACT SHEET: White House Task Force on High-Tech Patent Issues (Jun. 4, 2013),
http://www.whitehouse.gov/the-press-office/2013/06/04/fact-sheet-white-house-task-force-high-tech-patent-issues.
? See attached article, “Patent Litigation: Too Much as Compared to What,” Pedersen and Woo, IPWatchDog, July
8, 2013, http://www.ipwatchdog.com/2013/07/08/patent-litigation-too-much-as-compared-to-what/id=42868/.
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any patents being asserted in any patent suit appears unnecessary and does not represent the least
- onerous approach by which the Office could achieve the stated goal.

- As a possible alternative to the universal application of the proposed rules to every patent owner
- and applicant, our committee suggests that the Office consider a more limited application of the

proposed rules applicable only to those patents and applications that are commonly owned with a
patent currently being asserted in patent litigation. For example, the stated goal of the Executive
. Order may be better achieved by triggering a more focused set of requirements for identification
of attributable ownership based on the notice of patent suit required to be filed pursuant to 35
USC § 290. Once such notice is filed, the Office could issue a notification to the patent owner
- and attorney of record for any asserted patent in the patent suit that compliance with the rules
- regarding identification of attributable ownership has been triggered and compliance with
- updating identification of ownership of any and all patents and patent applications having an
- ultimate parent entity in common with any patents asserted in a patent suit must be completed,
~and a corresponding certification of such compliance must be filed, within a specified time

period. In addition, a heightened set of requirements for ownership identification could be
- required of patent owners and applicants during the pendency of the patent suit.

~ While certain of the proposed rules may be helpful in clarifying identification of attributable
ownership for proceedings other than original patent prosecution at the Office, we ask the Office
to consider why the proposed rules for updating ownership for pending patent applications and
patent maintenance fees for patents not related to any litigated patents needs to be different than
the current obligations on patent owners for updating small/large entity status. It would appear
that the remaining goals identified in the notice of proposed rulemaking can be accomplished by
- requiring submission of then-current attributable owner information only when (i) a patent
application is filed, (ii) an issue fee is paid, and (iii) a maintenance fee is paid. The onerous
requirements in the proposed rules for updating attributable owner information while an
application is pending and within a period of time after a transfer of ownership of patents or
patent applications (37 CFR §§ 1.275 and 1.279) should be narrowed so as to only be required
during the pendency of a patent suit that served to trigger a notice by the Office as discussed
above. We are also concerned about the ambiguity and potential severe consequence of an
abandonment for any patent or patent application for which the requirements of the proposed
rules have not been met and a petition to correct was not granted (37 CFR §§ 1.378).

Comments on Specific Rules:
1. 37 CFR § 1.271(a)(2)

This proposed rule is ambiguous and may be unworkable as it may be difficult or impossible to
comply with this provision based on standing in a court case in all situations, as the facts may not
be known relative to the defendants, jurisdiction and fact patterns being alleged. Additionally,
the analysis of the “Estimated Total Annual Respondent Burden Hours” does not appear to
include an evaluation of the time required to attempt an analysis of whether this rule applies.
This rule should be either omitted or clarified to specify precisely which entity or entities are
included.

2. 37CFR § 1.271(b)




This rule should be amended to clarify whether it includes include any intervening entities
between the corporate owner as evidenced by recorded assignment and the ultimate parent entity
- of'that corporate entity.

3. 37 CFR § 1.271(c)

- This proposed rule is unclear regarding what is meant by the term “temporarily.” Is the term

“temporarily” intended to cover some specified time in relation to the events for which an
- attributable owner is to be reported? For example, to avoid naming a particular attributable
owner, a holding company could be created to temporarily divest the attributable owner during
the payment of maintenance fees. To preclude any ambiguity, and potentially this scenario, the
rule should be clarified.

4. 37CFR § 1.271(d)

The listing of these supposed legal entities in this rule appears to be U.S.-centric and does not
seem to encompass legal entities in other jurisdictions. Complying with this rule, as well as
other rules, will be especially challenging and time consuming for practitioners with foreign
entities as clients. The rule should be amended to clarify which foreign entities should be
identified in a manner that is practical for U.S. patent practitioners.

5. 37 CFR §1.271(e)

This rule exempting U.S. states appears to inherently exempt all public higher education entities,
but does not exempt private higher education entities. There may be a Bayh-Dole issue here, as
well as other due process fairness issues. This rule also raises questions regarding how to
address licensing and joint ventures between universities and private enterprises. Analysis
should be performed regarding the legality of this rule. The rule should then be either omitted or
- clarified as to how it applies to public and private higher education entities as well as joint
ventures between universities and private enterprises.

6. 37 CFR §1.275

As discussed above, our committee believes that 37 CFR § 1.275 should be limited only to
situations involving patent applications having an ultimate parent entity in common with a patent
being asserted in a patent suit as the least burdensome manner in which to achieve the goals of
patent transparency; however, in the alternative, we submit the following comments:

A change to attributable owner during the pendency of prosecution is immaterial to many of the
authority bases for why these rules are being promulgated. The Section 102(b)(2)(C) exception
expressly applies to common ownership, etc. as of the effective filing date. Whatever happens
after filing cannot change the application of this exception. Additionally, the 3 month time limit
may be problematic for changes in ownership, as many entity M&A transactions take several
months to complete and the definitions of attributable owner would seem to apply before a final
announced completion of such transactions. Moreover, identifying the attributable owner during
pendency of patent application will have little or no effect on reducing abusive litigation—the
ultimate goal of the executive action—as a patent must issue before it is enforceable. Analysis
should be performed as to whether this rule requiring identification conflicts with any other laws.




Analysis should also be performed as to whether this rule is practical given the realities of M&A
transactions or whether this rule would create undesired incentives and disincentives for entities
attempting to complete transactions without violating these rules. This rule should then be either
omitted or modified so as to avoid problems identified in such analyses. The time period could
- be extended or the rule could be omitted if it is determined that this rule offers insufficient
benefit given the burden of potentially complex business transactions involving transfers of
patent ownership.

7. 37 CFR §1.277

- Comments identified above with respect to 37 CFR § 1.275 also apply to § 1.277. In addition,
* the penalty of abandonment is incredibly harsh in situations where there may be confusion about
how to accomplish this during an actual or pending change of ownership.

8. 37CFR §1.279

This proposed rule is ambiguous, as there is no guidance on what the Office will or will not
consider as a good faith effort. Additionally, the rule does not indicate what types of errors are
correctable, and which errors are not. This rule is also unclear as to how the rule would apply to
- any requirement other than § 1.275 (change during pendency). Failure to identify at filing
appears to be covered by a notice by the Office under § 1.273, but it is unclear whether a petition
will also be required. Failure to identify at payment of issue fee would result in a notice of
abandonment, and again it is unclear whether a petition will be required for both revival and
acceptance, or only an acceptance petition would be needed and not a revival. The rule should

be clarified.
9. 37 CFR §1.381

This rule creates a practical problem of requiring identification of the attributable owner
(something that would require analysis and judgment) at a stage that has not generally required
any analysis and judgment (except for entities claiming small entity status). Indeed, maintenance
fees are routinely handled by specialized annuity companies for many patents. An analysis
should be performed regarding whether the benefit of identifying the attributable owner at this
stage is commensurate with the burden of requiring analysis (which could be substantial in some
cases) at a stage that had been previously handled by annuity companies.

10.37 CFR §1.383

A 21 day non-extendable time limit may be problematic, not only for M&A transactions, as
discussed above with respect to § 1.275, but also for a change in ownership for other reasons. It
is an extremely short and unforgiving period of time to become aware of, investigate, analyze,
and report changes in attributable ownership. Additionally, there is no indication of the penalty
for non-compliance with this particular deadline.

This rule does not deal with the issues of change in attributable ownership during the period
between filing of a petition and a decision on whether to institute trial. Further, the real-party-in-
interest and privy issue is primarily used to evaluate the one-year limit for filing an IPR under §
315(b). But PTAB decisions to date indicate that it is the date of filing the petition that is the




- sole date for evaluation of these issues; so, any change in attributable ownership after a trial is
instituted is entirely unrelated to those requirements. There are potential issues regarding
conflicts of interest, but additional time and flexibility should be provided. This rule should be
- modified to extend the time period for compliance and consider alternative mechanisms to
achieve the desired benefits. For example, this rule could be amended to require the party for
. whom a potential change of attributable ownership may have or will occur to contact the Board
by conference call to determine whether a motion related to any such issues should be
authorized.

11.37 CFR §1.385

This proposed rule is unclear as to whether the patent owner has three months to file a notice
- identifying the current attributable owner in cases where a response is due in less than three
months. For example, if there is a change in attributable ownership one day before a response is
due by the patent owner, must a notice be filed with that response or does the patent owner have
a three month period measured from the change in ownership? The rule should be clarified.

12.37 CFR §1.387

This proposed rule is ambiguous as there is no guidance on what the Office will or will not
consider as a good faith effort. Additionally, the rule does not indicate what types of errors are
correctable and which are not. Finally, the rule could be clarified to make clearer the
consequences in the event that a petition is not granted under this rule.

Additional Comments: Time Estimates for Compliance - 79 Fed. Reg. 4105 at 4119

The comments in the proposed rules provide an estimate of 0.1 hour of attorney time necessary
to identify the attributable owner pursuant to the proposed rules. While it is helpful that such
analysis has been made, the underlying data appears to be inaccurate and unreliable. For
example, the estimate of 0.1 hour to identify attributable owner is unreasonably low. Even if the
practitioner with the aid of his or her assistant simply prepares and files a form without spending
any time actually considering or investigating the actual owner of a new or existing application
- or patent (which we expect may not comport with the intent of the rules), such a ministerial task

will take more than 0.1 hour in most cases. If the practitioner is to actually contact the client,
discuss the rules, and consider issues that will require little or substantial research and
investigation, the amount of time will be increased either slightly or substantially.

The MIPLA IP Law Revisions Committee has surveyed its membership regarding the expected
time burden, with the results attached. The results are estimates 0of 0.1 to 0.5 hours for easy cases
and 0.9 to 3.0 hours or more for hard cases. The MIPLA IP Law Revisions Committee does not
consider this survey data to be a complete analysis of the issue, but does consider it to be an
indication that the current estimates on the Federal Register are inaccurate and unreliable.
Further analysis should be performed to determine an accurate estimate of the burden due to the

any further proposed or final rules.
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The current debate in Congress on patent litigation reform is focused on patent monetization entities,

including the so-called “patent trolls.” But another theme underlying this debate is a supposed explosion in
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paterﬁ litigation. [1] Many fear that patent litigation is stifling innovation in the United States and the
upcorhing report by the GAO will hopefully shed some light on these fears. To get a sense of what the GAO
report might include, this article looks at historical patent litigation trends to evaluate whether the supposed

explosion in patent litigation is real and what factors contribute to patent litigation trends.

The America Invents Act (AlA) changed the joinder rules to restrict a patent owner from suing multiple
defendants in the same lawsuit. Itis clear that these reforms have resulted in numerically more patent
lawsuits being filed in the last two years. [2] What is unclear is whether this increase in lawsuits is due only
to the AlA reforms, or whether there are more fundamental changes occurring in patent litigation trends. To
put recent patent litigation trends into perspective, an analysis was made of patenting and patent litigation

in the US over the last 40 years in comparison to overall US economic activity.

As President Lincoln recognized in his famous line, “The patent system added the fuel of interest to the fire
of genius.” [3] Itis in our nature to innovate. In fact, the ability to innovate is part of what makes us
human. [4] Patent protection is not meant to encourage innovation; rather patent protection should serve
to encourage economic investment in commercializing our innovations. So, it is appropriate to measure our

patent system in comparison to our economic activity.

Chart 1 shows US patent activity by year for the last 40 years in terms of numbers of patent applications
filed (green), patents issued (red) and patent lawsuits filed (aqua). The number of patent lawsuits filed is
represented on this chart at 100x the actual number of unique lawsuits in order to allow the value to be
scaled to the axis of the chart. Chart 1 also shows US economic activity over the same 40-year period in
termskof GDP (blue in constant 2012 dollars), the Dow Jones Industrial Average (orange) and an estimated
value‘representing the portion of GDP attributable to intangible assets (purple). Based on the reported
inversion of the ratio of tangible to intangible assets over the last 40 years,[5] the estimated value of GDP
intangible assets used in Chart 1 starts at 30% of GDP in 1972 and increases linearly to 70% of GDP by
2012. What Chart 1 clearly shows is that there is a strong and persistent relationship between patent

activity and economic activity.
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Over the last 40 years the number of patent lawsuits filed in the US has stayed relatively constant as a
percentage of patents issued. As Chart 2 shows, when normalized against the number of issued US
patents, the number of US patent lawsuit filings have varied between 1-2% of the total number of patents
issued each year. Given this relationship, and the apparent relationship between patent application filings

and economic activity, it is not surprising there was a continuing increase in the total number of patent

lawsuits filed over the last 40 years.
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Chart3is an alternative representation of the data shown in Chart 1, but presenting the information as five-
year moving averages so as to smooth each curve. There are two periods of time in Chart 3 where the
apparent relationship between patent activity, particularly patent lawsuit filings, and economic activity

appears not to track as closely as the data otherwise suggests for the majority of the last 40 years

The first period of interest is from 1972-1981 (Period 1). While GDP growth appears to follow a rather
consistent line of growth, the lines for patent activity present a period of relatively flat growth. After 1981,
the growth of patent activity starts to track more closely with the growth of economic activity. It is interesting
to note that the end of this period, 1981, was the year in which the Federal Circuit was formed. While
creation of a single court for patent appeals appears to have achieved its goals of more consistent and

predictable treatment of patent cases, it should also be noted that the economic growth activity for Period 1

was also relatively flat.

The second period of interest is from 2003-2010 (Period 2). During this period, the number of patent
lawsuits filed initially drbps and then appears to remain relatively constant, only to spike up in 2011. This
deviaﬁon in the number of patent lawsuits filed compared to historical trends may be attributable to the rise
of the phenomenon of multiple defendant patent lawsuits, a kind of reverse class action tactic that had been
especially favored by patent monetization entities (PMEs). While the total number of patent lawsuit filings in
Period 2 was lower than would be expected, it is speculated that a graph of the total number of patent
defendants would not show the same kind of decrease during this period. Instead of filing more unique

patenf lawsuits during this period, PMEs started using the practice of filing a single lawsuit against multiple

http:/mww.ipwatchdog .com/2013/07/08/patent-litig ation-too-much-as-compared-to-what/id=42868/ 4/9



http://w.MN.ipwatchdog.coml2013/07
http:IPWatchdog.com

4116/2014 Patent Litigation: Too Much as Compared to What? - IPWatchdog.com | Patents & Patent Law
patent defendants on the same patent. The passage of the AlA in 2011 severally restricted this practice,
and the number of patent lawsuits filed went back to a level that would have been expected based upon the
corresponding increase in economic activity over this second period. But, as with Period 1, it should be
noted that overall economic activity during Period 2 was relatively flat which also may have also contributed

to lower patent lawsuit filings during this period,
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Although these charts do not represent a rigorous analysis, they do show two things. First, patent activity
appeérs to have a relatively consistent correlation to economic activity. Whether Lincoln was correct that
there is a cause relationship or whether this is simply an effect relationship can be debated, but the
existence of a relationship seems to be well-established. Second, patent litigation also appears to be
following the longer-term trend of the relationship between patent activity and economic activity. The recent
jump in the number of patent lawsuits filed, while significant in the short term, does not appear to represent

a significant deviation from what would be expected based on longer-term historical trends.

EDITORIAL NOTE: The charts were prepared with data obtained from the following sources:
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1. PatentBuddy July 8th, 2013 9:48 am

Gene is dead on right. Without patents, there would be no innovation. Patents also are clearly
_effective at increasing economic productivity and GDP. Astounding.

The scope of subject matter that is eligible for patenting also needs to be expanded
‘immensely — the GPD and economic productivity of America would sky-rocket.

I'm optimistic for America. We are on the cusp of a patent golden age never before seenin
history.

2. Top 10 Weekly Patent & IP News Update - Article One Partners July 8th, 2013 2:17 pm

[...] Patent Litigation — Too Much as Compared to What? — IPWatchdog [...]

3. Anon July 8th, 2013 8:04 pm

‘According to the numbers (and another nice graph) at:
“hitp:/lipkitten.blogspot.com/2013/06/more-on-us-patent-litigation-statistics.html

The actual RATE of patent litigation as a function of patent case over the number of live
‘patents has actually dropped.

That is not a message that those hurling the invectives and pejoratives in the first place will
want to here.

4. Paul F. Morgan July 14th, 2013 6:44 pm

it would be nice to see more accurate statistics from more impartial sources.

Re the above “http://ipkitten.blogspot.com/2013/06/more-on-us-patent-litigation-
statistics.html' charts” note the critical comments on that same blog. Also note that a ratio of
current patent grants to current patent litigation has a large error source due to the fact that
the vast majority of patents sued on are not recently granted patents and a large percentage
of older issued patents are now abandoned early by non-payment of patent maintenance
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fees and thus are not “live patents.” Also, re the effect of the AIA non-joinder provision [except
for a few more venue transfers]? The economic impact of twenty patent suits against twenty
different companies is not significantly different from one suit against twenty companies on
the same patents. If anything, the AIA non+joinder provision has made the patent litigation
statistics more realistic in that sense.

‘Paul F. Morgan July 15th, 2013 11:21 am

‘Further demonstrating the wide variations in alleged troll suit numbers from various

interested parties, see the 1,638 patent suits allegedly just from Erich Spangenberg’s ”
IPNav’ alone just reported in the NYT:

| http://Inyti.ms/16zhcwh

“Anon July 15th, 2013 5:39 pm

Paul,

- You raise good points. But what caught my eye on the drop was that the data reflecting the

drop was using ONLY the US patents within the first maintenance period.
In other words, the drop is likely GREATER when the full pool of live patents is considered.

And if you read the article carefully, the 1638 number is NOT suits. it is COMPANIES sued

‘over the last five years.

The AlA joinder provision has — not shockingly — altered that landscape a bit — but thatis a
self<induced and (thus to me) false change.

Anon July 16th, 2013 10:27 am

Upon a fresh read, I find the irony of Paul's admonition at 4 for “impartial sources” juxtaposed
against the supplied source of the NYT artilce at 5 to be either the ultimate in hypocrosy or a
stunning examplf of LACK of impartiality (in the NYT article).

The NYT article rehashes bad numbers previously debnunked and leans on sources with a
known agenda against the patent system.

The reverberations from teh echo chamber need to be recognized for what they are.

Paul F. Morgan July 16th, 2013 1:56 pm

Anon, it should be cbvious [to an impartial reader not personally financially affected either
way by troll issue debates, like myself] from my use of the words “alleged,” allegedly” and
“interested parties,” as well as my prior comment] that Ilwas NOT endorsing the alleged troll
suit numbers in that NYT article, OR those of any other interested parties.

I have also questioned some of the other patent related numbers and assumptions of
academics, including those in the widely quoted book “Patent Failure: How Judges,
Bureaucrats, and Lawyers Put Innovators at Risk” (Princeton 2008) by James Bessen and
economist Michael J. Meurer. [James Bessen's "Curriculum Vitae" under “Education” that |
found lists only “A.B. Harvard College, 1972; Graduate courses in economics” even though
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he is now apparently listed as an "instructor" at the B.U. law school?] Especially, conjectures
as to how much of the total economic costs of patent litigation is recoveries returned to the

“original inventors [by which 1 think they meant the original assignees doing the R&D?] and if

that is representative of troll suits?

P.S. I doubt if you will find the quotes and other reported details about Erich Spangenberg in
that NYT article to be helpful in defending patent trolls to Congress and the courts,
irrespective of the alleged numbers?

Anon July 16th, 2013 2:08 pm

I reiterate my point at 6 — you raise good points; in particular, it would be nice to have some

‘objective accurate stats from impartial sources.

Alas, such may be more mythical than real given the charged climate and the active
philosophical camps doing battle for control of public perception.

Leave Comment
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March 24, 2014

To: Michelle K. Lee, Esq.
Deputy Director, United States Patent & Trademark Office
Alexandria, VA 22313-1450

Comments of NVCA re Proposed Changes to Rules of Practice in Patent Cases

By public notice provided in Federal Register, Vol. 79, No. 16 dated January 24, 2014, the U.S. Patent &
Trademark Office ("PTO") solicited public comments with respect to proposed changes in the agency’s
Rules of Practice, 37 CFR Part 1, related to the identification of the “attributable owner” of patents and
patent applications. By this letter, the National Venture Capital Association (NVCA) responds to that
solicitation.

NVCA is the primary voice of the venture capital industry. NVCA and its members represent more
than 90 percent of all U.S. venture capital under management. For at least the past 25 years, venture
capital investment and venture capital backed companies have accounted for the major portion of all
new job creation in this country. Venture capitalists work closely with entrepreneurs to transform
breakthrough ideas into emerging growth companies that drive U.S. job creation and economic growth.
It is difficult to overstate the significance of this most dynamic sector of the U.S. economy.

All investing involves risk, and usually the more innovative the breakthrough, the greater the risk. The
primary task of venture capital firms is balancing the projected gains from a successful investment
against the potential risk of failure. The greater the risk, the greater must be the expected return.

For many investments, patents play a significant role in this analysis, but in different ways that depend
on the company, its industry, the level of innovation and other factors. In making changes in the rules
by which patents are procured and enforced, it is important to consider the impact that such changes
may have on investment incentives and opportunities. Raising the cost of or risk inherent in investing
will have a direct and negative impact on many types of investments.

NVCA can support the rule change, but only if certain aspects are clarified. In principle,
NVCA does not oppose a requirement that a patent owner controlled by a parent entity identify that
parent entity as part of the official record of the patent(s) in question. NVCA does, however, have
some concerns with the wording of the rule as currently proposed and the potential impact of
identification of venture capital investors. First, NVCA thinks the PTO should revise foundational
definition of an “ultimate parent” to exclude equity investors owning less than 50% of the patent
owner. Second, the rule should have a mechanism for petitioning the PTO for relief from the disclosure
requirement for good cause shown. Third, we think that lenders who take an ownership interest in
patents merely to secure indebtedness should not be treated as the ultimate owner, if they are the
owner of record. The following points summarizes each of these points in order.

Venture capital investors should rarely if ever be considered an “ultimate parent” entity.
As currently envisioned, the proposed change would require a patent applicant or patent owner to identify
its “ultimate parent,” which is defined generally to include any entity owning 50% or more of the voting
and/or liquidation rights in a company. The way the rule is written now, this can be read to encompass all
the members of a syndicated investment in a company by multiple venture capital firms, no matter how
small their interest. Such an identification would clutter the record of a patent with a lot of useless
information and would be an administrative burden on small companies.



The problem arises because the definition of an “ultimate parent” for purposes of the rule is based on 16
CFR § 801.1(a)(3), which is designed to capture, for purposes of merger enforcement, virtually any
collaboration, joint venture or other business arrangement that might possibly have an impact on
competition within a given product code. This breadth is not needed for purposes of the proposed rule
change and would be both burdensome and in many cases would discourage the procurement of patents,
even for companies that need them. Syndicates comprising multiple investors are common in the venture
capital industry as a means for diversifying investment risk, and many of these syndicates are governed by
side agreements that could arguably fall into the “joint venture” provisions of 16 CFR §801.1. Section
1.271(b) of proposed rule should be amended to make clear that no entity owning less than 50% of the
patent owner should be considered an “ultimate parent” for purposes of this type of disclosure.

A venture capital firm that owns more than 50% of a company should be permitted to petition
the PTO for relief from the disclosure requirement for good cause. Even if the new rule were
modified to eliminate voting rights agreements and similar mechanisms among syndicated investors from
triggering a disclosure requirement, there still may be situations in which one venture capital firm, often as
a result of multiple rounds of financing at declining valuations, holds a 50% interest or more in a portfolio
company. In some of these situations, there may be no reason for the patent owner or its investor to resist
the simple disclosure of ownership interests. In other situations, however, there may be competitive
reasons for not revealing to the public the identity of the venture firm that has invested in the company.
Some venture-backed companies, for example, like to remain in “stealth mode” until they bring a product
to market to avoid triggering a competitive response from a much larger competitor. To deal with such
cases, the new rule should be modified to allow the patent owner to petition the PTO to waive the disclosure
requirement for such an investor based on a representation that the patent owner does not intend to
pursue claims for monetary damages or license revenues against any other entity. The waiver could be
periodically renewable and could cease to apply in the event the patent owner acts overtly to pursue
monetary claims or license revenues.

A security interest in a patent should not trigger a disclosure requirement. The proposed new
rule, as written, appears to require disclosure of a lender as the owner of a patent merely because it has
taken a security interest in the patent to secure repayment of indebtedness. The rule should be modified
to eliminate this possibility, either expressly or by allowing the patent owner to petition the PTO for waiver
of the disclosure requirement. Debt financing is a familiar and often used mechanism employed by venture
backed companies for raising capital. It would be a serious impediment to raising debt capital if a secured
lender were to be treated as the owner of record, particularly if there were situations in which courts were
inclined to look to such entities for litigation costs.

We appreciate the opportunity to comment on the proposed rule change and will happily assist the PTO is
discerning the significance of any modifications it may choose to make.

Sincerely,

Loty Fraikle

Bobby Franklin President & CEO
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April 24, 2014

BY FIRST-CLASS MAIL AND E-MAIL (AC90.comments@uspto.gov)

ATTN: Mr. James Engel

Senior Legal Advisor, Office of Patent Legal Administration,
Office of the Deputy Commissioner for Patent Examination Policy
Mail Stop Comments-Patents, Commissioner for Patents

P.O. Box 1450

Alexandria, VA 22313-1450

RE: NYIPLA Comments in response to “Changes To Require Identification of
Attributable Owner,” 79 Fed. Reg. 4105 (January 24, 2014) and “Extension of
Deadline for Requesting To Testify at the Public Hearings on the Proposed Changes
To Require Identification of Attributable Owner,” 79 Fed. Reg. 13962 (March 12,
2014)

Introduction

The New York Intellectual Property Law Association is a professional association
comprised of over 1500 lawyers interested in IP law who live or work within the
jurisdiction of the United States Court of Appeals for the Second Circuit, and members of
the judiciary throughout the United States as ex officio Honorary Members. The
Association’s mission is to promote the development and administration of intellectual
property interests and educate the public and members of the bar on IP issues. Its
members work both in private practice and government, and in law firms as well as
corporations. The NYIPLA provides these comments on behalf of its members
professionally and individually and not on behalf of their employers.

In a notice of proposed rulemaking appearing in the Federal Register of January 24, 2014,
the USPTO invited comments on draft rules intended to increase transparency of
ownership of US patents and applications. Although several reasons for the rules are
given, the proposal seems primarily intended to assist organizations which are defending
against unjustified assertions of patent rights.

While defending against unjustified assertions of patent rights is a worthy goal, the
proposed rules have many drawbacks which need to be considered. The main drawback is
that any benefit in defending against the unjustified assertion of patent rights is
substantially outweighed by the significantly increased burdens and harsh penalty of the
proposed rules. All US patent applications and issued patents would be burdened from
filing to expiration even if never enforced. In addition, the proposed rules will primarily
burden patent applicants and patent holders, most of whom will not be the perpetrators of
unjustified enforcement, with h