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July 30, 22012 

The Honorable Davidd J. Kappos 
Under Seecretary of CCommerce foor Intellectuaal Property aand 
Director of the Uniteed States Pateent and Traddemark Officce 
United States Patent and Trademmark Office 
600 Dulaany Street 
Alexandrria, VA 22314    Via emaill: micro_enttity@USPTOO.gov 

RE: RRequest for CComments on the Channges to Impplement 
MMicro Entityy Status for Paying Pattent Fees 
77 Fed. Reg. 31806 (Mayy 30, 2012) 

Dear Undder Secretaryy Kappos: 

The Ameerican Intelleectual Propeerty Law Asssociation (AAIPLA) is pleeased to havve the opporttunity 
to presennt its views with respecct to the Reqquest for Coomments on the “Changges to Impleement 
Micro EEntity Statuss for Payingg Patent Fe es” as publlished in thhe Federal RRegister (777 Fed. 
Reg. 318806) on Mayy 30, 2012 (thhe “Notice”)). Pursuant to the Leahyy-Smith Ammerica Inventts Act 
(AIA), PPublic Law 1112-29, Secttion 10(g), wwhich establlishes a neww Section 1223 under Titlle 35, 
the Uniteed States Paatent and Traademark offfice (USPTOO) is seekingg comments  on the propposed 
rules to immplement thhe provisions of 35 U.S.CC. §123 con ncerning mic ro entity stats tus. 

AIPLA iis a nationaal bar associiation with approximateely 14,000 mmembers wwho are primmarily 
lawyers in private aand corporatte practice, ggovernment  service, annd the acadeemic commuunity. 
AIPLA rrepresents aa diverse sppectrum of individualss, companie s, and instiitutions invoolved 
directly aand indirecttly in the prractice of paatent, trademmark, copyriight, unfair competitionn, and 
trade seccret law, as well as othher fields of law affectiing intellectuual propertyy. Our memmbers 
practice oor are otherwwise involveed in patent llaw and otheer intellectu al property llaw in the UUnited 
States annd in jurisdicctions througghout the woorld. 

While we support thhe creation oof micro entiity status forr qualified inndividuals aand entities aalong 
with the attendant beenefits of reduced fees, we are conccerned that tthe proposedd procedures and 
requiremments for ann applicant to qualify for micro entity statuus are overrly complexx and 
burdensoome.  Our coomments beloow track thee individual ssections of pproposed 37 CFR 1.29. 

As a prelliminary mattter, we notee that provissions of 35 UU.S.C. §123 and the propposed 
amendmeents to Title 37 of the Coode of Federral Regulatioons that impllement thosee provisions use 
the term “applicant” throughout.  The term iss consideredd in the Noticce, page 318808, to be 
“virtuallyy synonymouus with ‘inveentor’ on Seeptember 16,, 2011 (the ddate of enacttment of the 
Leahy-Smmith Americca Invents Act as well ass the effectivve date of 355 USC 123).””  As the Nootice  
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points out, as of September 16, 2012, an entity who is not an inventor because of assignment or 
possession of a sufficient proprietary interest may make an application for a patent.  Thus, the 
terms “will no longer be synonymous on and after September 16, 2012.”  In the Discussion of 
Specific Rules at page 31808 of the Notice, the USPTO has invited comment on whether the 
term “inventor” should be used in place of “applicant” at any instance in the proposed Rule 29. 

Notably, while the current provisions of the Patent Act do not define an “inventor,” Section 101 
of the Act does grant the right to obtain a patent to “whoever invents or discovers,” and 
Section 102(f) prevents a person from obtaining a patent if he did not himself invent the subject 
matter sought to be patented.  Further, MPEP § 2137.01 identifies the basis for being an inventor 
as “one who contributes to the conception of an invention.”  That same Section notes that "the 
requirement that the applicant for a patent be the inventor is a characteristic of U.S. patent law." 

Under the AIA, the term “inventor” is defined at Section 100(f) as the individual “who invented 
or discovered the subject matter of the invention,” and thus still would be an individual who 
contributes to conception. However, an “applicant” under the new 35 U.S.C. §118 may be, for 
example, a company, a partnership, a trust, or a joint venture.  The terms “inventor” and 
“applicant” are used together in proposed Rule 29(a) in a manner that requires some 
certifications that would be applicable to all entities who are “applicants,” but requires other 
certifications that are applicable only to “inventors.”  For example, paragraph (a) states that to 
establish micro entity status under this paragraph the applicant must certify that s/he satisfies 
requirements (1)-(4).  However, the requirement of proposed Rule 29(a)(2) is properly focused 
on an “inventor,” but it would not be applicable to many of the other categories of “applicants” 
who are not individuals. This inconsistency could be resolved by amending the proposed rule to 
state “(2) who is a natural person, has not been named as an inventor…." 

AIPLA notes, by way of comment and not criticism, that many of the provisions of Rule 29, 
which are intended to place a limit on those entities entitled to a 75% reduction in fees, can be 
satisfied by creative legal and financial structuring of the entities that are the assignees/applicants 
of the application. 

1. 	 Certifying that an applicant is entitled to micro entity status can be difficult and must be 
constantly reviewed under proposed 37 CFR 1.29. 

The proposed rules generally follow the statute, which is consistent with the requirement that 
rules be promulgated consistent with law. Thus, under both the statute and the new rule, the 
applicant must show that s/he: 

(1) qualifies as a small entity as defined in 37 CFR 1.27; 

(2) has not been named as an inventor on 	more than four previously filed patent 
applications, other than applications filed in another country, provisional applications 
under 35 U.S.C. 111(b), or international applications for which the basic national fee 
under 35 U.S.C. 41(a) was not paid; 
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(3) did not, in the calendar year preceding the calendar year in which the applicable fee is 
being paid, have a gross income, as defined in section 61(a) of the Internal Revenue 
Code of 1986 (26 U.S.C. 61(a)), exceeding three times the median household income 
for that preceding calendar year, as most recently reported by the Bureau of the 
Census; and 

(4) has not assigned, granted, or conveyed, and is not under an obligation by contract or 
law to assign, grant, or convey, a license or other ownership interest in the application 
concerned to an entity that, in the calendar year preceding the calendar year in which 
the applicable fee is being paid, had a gross income, as defined in section 61(a) of the 
Internal Revenue Code of 1986 (26 U.S.C. 61(a)), exceeding three times the median 
household income for that preceding calendar year, as most recently reported by the 
Bureau of the Census. 

However, the rules implementing these requirements raise significant concerns given the 
numerous procedural steps in determining micro entity status set forth in proposed 37 CFR 1.29, 
coupled with the requirement that such status be reviewed at the time of paying each fee 
pursuant to proposed 37 CFR 1.29(i). 

AIPLA’s overall recommendation is to simplify the procedures created by the rules.  Otherwise, 
the complex procedural steps for certification and accompanying pitfalls may prevent use of the 
micro entity provisions by those entitled to their benefits, thereby frustrating the intended 
economic incentive of this component of the AIA. 

In this regard, the Notice states that “the provision will also set out procedures relating to micro 
entity status that largely track the provisions in 37 CFR 1.27 for small entity status.”  If this is a 
goal, further alignment of the two provisions are warranted, for example, with regard to retaining 
micro entity status, once established, until payment of the issue fee or maintenance fees. 

Specifically, Rule 27(g)(2) permits use of the 50% discount applicable to small entities to be 
continued until payment of the issue fee.  It would make sense to permit the micro entity to keep 
its status in the same way for several reasons.  First, even if there is a loss of micro entity status 
after initial filing, but the entity still is entitled to small entity status, the small entity would be 
entitled to at least the 50% reduction in fees.  Second, given the difference of only 25% between 
the small entity discount and the micro entity discount, it would seem to be inefficient for both 
applicants and the USPTO to force submissions and processing for all fees that may arise during 
prosecution.  Third, such fees are typically extension fees and the difference is quite small. 
Finally, the requirement for constant review of micro entity status would be quite burdensome 
for the true micro entity that has few resources and may have less sophistication. 

Given the desire to have micro entities and the public benefit from the use of the patent system, a 
further policy reason for simplifying the requirements is based on a practical concern that any 
patent obtained using micro entity fees may be tainted in the eyes of future licensees because of 
potential errors in the payment of appropriate fees.  Such concerns may be a barrier to 
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investment in the applicant’s or entity’s technology.  In fact, use of the micro entity status in 
prosecution, for some, could result in an ab inititio reason not to take a license or otherwise 
invest in the patented technology. 

2. 	 How does marital status impact micro entity status? 

Since the applicant in many instances would be the inventor in proposed 37 CFR 1.29(a), and 
Rule 29(a)(3) places a limit on “gross income” that the “applicant” may have in order to qualify 
for the micro entity benefits, it is unclear how the marital status and joint or separate filing of an 
inventor's tax returns may affect the amount of income that is calculated in the “gross income” 
computation.  Further, it is unclear as to whether the “gross income” of the applicant changes on 
the basis of changes in his/her marital status.  Reference in the Notice at page 31809 to 
Section 61(a) of the Internal Revenue Code does not provide the needed guidance.  The proposed 
rules should be clarified to prevent confusion and creation of later issues regarding a patent’s 
enforceability, especially if a spouse’s income was not considered in determining an applicant’s 
gross income. 

A further consideration of the gross income limitations under proposed Rule 29 may arise from 
the law in community property states, where the law may be construed such that the 
inventor/applicant in fact has assigned his/her rights in part by law to a spouse.  Thus, the final 
Rules should clarify how to assess the assignment by law to a spouse or partner in community 
property states for purposes of determining whether each applicant under 37 CFR 1.29(a)(3) or 
assignee under 37 CFR 1.29(a)(4) satisfies the specified gross income limits. 

3. 	 Recertifying as a small entity if micro entity status is lost is redundant or inconsistent in 
some circumstances. 

The requirement under 37 CFR 1.29(i) to recertify small entity status if the micro entity status is 
lost appears unnecessary since (1) an applicant already has had to certify that they are a small 
entity under proposed 37 CFR 1.29(a) or (d) at the time of filing (see 77 F.R. 31810), and 
(2) thereafter, even if micro entity status were lost prior to payment of an issue fee, the applicant 
should continue to be qualified for small entity status under 37 CFR 1.27(g); otherwise there 
would be an inconsistency between the two rules.  Recertification of small entity status in the 
case of loss of micro entity status would appear to be appropriate at the time of payment of the 
issue fee or maintenance fees, consistent with the provisions of 37 CFR 1.27(g)(2). 

4. 	 Proposed 37 CFR 1.29(c). 

This section defines the manner of assessing an applicant’s status under proposed 
37 CFR 1.29(a) or (d) if the applicant’s income is not in U.S. dollars.  Specifically, for proposed 
37 CFR 1.29(a)(3) and (a)(4), the applicant’s gross income would be based on the average 
currency exchange rate during “that calendar year.”  Clarification is recommended to proposed 
37 CFR 1.29(c) to explicitly state “the preceding calendar year” instead of “that calendar year.” 
Such a change to the rule is consistent with the notes on 77 Fed. Reg. 31809, center column. 
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5. 	 Proposed 37 CFR 1.29(d) requires more than § 123(d) under the AIA. 

Unlike 35 U.S.C. § 123(a), Section 123(d) does not expressly require qualification of the 
applicant as a small entity.  Nonetheless, proposed 37 CFR 1.29(d)(1) requires every applicant to 
certify that it qualifies as a small entity, for the reasons explained at page 31809 of the Notice.  

Rule 27(a) defines a “small entity” to be “any party (person, small business concern, or nonprofit 
organization) under paragraphs (a)(1) through (a)(3) of this section.”  A non-profit organization 
is expressly defined in paragraph (a)(3) to include “[a] university or other institution of higher 
education located in any country” and “[a]ny nonprofit scientific or educational organization that 
is qualified under a nonprofit organization statute of a state of this country,” as well as similar 
organizations in other countries. 

The scope of the category of “small entity” under Rule 27(a) is quite broad and the definition of 
an “applicant” is similarly quite broad, including an assignee or a “person who otherwise shows 
a sufficient proprietary interest,” without specifying the minimum percentage of ownership or 
interest.  Thus, a small business (as defined in Rule 27(a)) that would not qualify for micro entity 
status may otherwise qualify as a micro entity by granting a minimum amount of rights to a 
university that is an “institute of higher education,” as defined at page 31808 of the Notice. 
While this “marginal alignment” may appear to present a “loophole” for avoiding fees, it appears 
unlikely that this rule will foster widespread abuse given the fact that only an additional 25% of 
the fees would be saved by such arrangement. 

6. 	 Proposed 37 CFR 1.29(e) does not appear to be required. 

Proposed 37 CFR 1.29(e) requires that the status as a micro entity be specifically established in 
each related, continuing, and reissue application in which the status is appropriate and desired. 
Given that proposed 37 CFR 1.29(g) requires the applicant to review its status as a micro entity 
for each and every fee, proposed 37 CFR 1.29(e) appears to be unnecessary.  The USPTO may 
consider the provision to be necessary in order to parallel 37 CFR 1.27(c)(4), which requires an 
assertion of small entity status in related continuing and reissue applications.  However, the 
provisions of Rule 27 do not require an evaluation of loss of entitlement to small entity status 
until an issue fee or maintenance fee is to be paid.  Unless the USPTO implements a provision 
similar to Rule 27(g)(2), AIPLA suggests that proposed 37 CFR 1.29(e) should be deleted. 

7. 	 Proposed 37 CFR 1.29(h) appears to require an opinion on whether all the parties holding 
rights in the invention qualify for micro entity status in order to comply with Proposed 
37 CFR 1.29(g) 

As noted previously, marital status of an individual applicant may have an impact on the 
assignment or ownership of rights in an invention and the gross income of an applicant.  Such 
arrangements may be complex and, to ensure accurate determination of micro entity status, may 
require an opinion from an accountant or tax lawyer with respect to the income of the applicant 
under proposed 37 CFR 1.29(h). 
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Further, as discussed below, paragraphs (g) and (i) of proposed Rule 29 appear to require 
a reevaluation of micro entity status by the applicant or his/her representative at the time of any 
fee payment.  AIPLA urges the Office instead to adopt a procedure similar to that used for small 
entities under Rule 27, which requires a reevaluation of status and corrective fee payment only 
on the occasion of an issue fee or maintenance fee payment.   

Alternatively, AIPLA urges at a minimum that micro entity status may be maintained by an 
applicant through the end of a calendar year, even if there has been a change in income status 
during the calendar year that disqualifies the applicant from a continued claim to micro entity 
status. 

8. Proposed 37 CFR 1.29(i). 

Compliance with proposed 37 CFR 1.29(i) for notification of loss of micro entity status prior to, 
or concurrent with, paying any fee in an application is unduly burdensome.  The advantages of 
compliance with the requirements are greatly outweighed by the combined cost to the applicant 
and the USPTO of having to determine if the micro entity status still applies.  For example, 
under the proposed rules, for a non-university situation involving more than one inventor, their 
income may have to be examined at least annually, if not constantly.  At a minimum, the rules 
should clearly state that at most, an inventor would have to determine micro entity status only 
once per year, no matter how many fees are paid that year.  Alternatively and preferably, AIPLA 
suggests that the USPTO institute a micro entity certification and associated fees system that 
mirrors the current system for small entity status. 

9. Proposed 37 CFR 1.29(j) is vague as the Notice does not define what constitutes fraud. 

Fraud is a legal conclusion and generally requires proof of an intent to deceive.  Therefore, 
further clarification on what would be considered fraud should be provided.  If it is intended that 
fraud is to be interpreted as common law fraud, then the rules should be clarified to provide such 
definition. Additionally, since some small entities may be tempted to “marginally align” with a 
university in order to take benefit of 37 CFR 1.29(d), because they would not otherwise qualify 
under proposed 37 CFR 1.29(a), the rules or comments should make clear whether such a 
strategy would be considered a fraud, even if the letter of the rules is met. 

10. Proposed 37 CFR 1.29(k) should be revised to parallel the rule that applies to an error of 
paying a small entity fee when large entity fee should be paid. 

Consistent with the theme of AIPLA's comments supporting a reduced burden on qualified micro 
entity applicants, the process for establishing micro entity status should be streamlined for the 
benefit of users and the USPTO.  For example, correction of an incorrect micro entity fee 
payment could be handled in the same fashion as rectifying a small entity fee payment when a 
large entity fee should have been paid. 
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Making tthe micro enntity certificaation and feees rules mirrror the ruless for small enntity certificcation 
and fees would be a benefit to alll, because itt would alloow case law regarding smmall entity iissues 
to be refferenced for future casees involving micro entitty fees. Thhe provision of similar small 
entity annd micro enttity status allso would pprovide somee economic valuation gguidance, theereby 
benefitinng both patennt and patentt applicationn holders, as well as poteential investoors and licennsees. 
In this reegard, AIPLLA recommeends that prooposed 37 C CFR 1.29(k) be amendedd to mirror tto the 
extent practical the c urrent smalll entity certiffication and payment sysstem. 

Alternatiively, the prooposed ruless could be ammended to reequire: (1) oone base fee for rectifyinng the 
failure too correct mmicro entity status, andd (2) an acc counting of when the cchange of sstatus 
occurred. This proceess would bee simpler forr both the UUSPTO and tthe applicantt to comply with. 
Otherwisse, the requuirements to  rectify an improper mmicro entityy certificatioon would apppear 
unduly bburdensome..  The burdden in turn would causse at least non-universsity applicannts to 
potentially only certiify as a smal l entity insteead of as a mmicro entity. 

Additionnally, given the proceddural issues in demonsstrating micrro entity sttatus, it maay be 
underutillized and avvoided as is the case wiith small enntity status. Many firmms, as a mattter of 
policy, chhoose not too pay small eentity fees ggiven the pottential conceern for lack of enforceaability 
due to ann improper ccertification aand potentiaal inequitablee conduct al legations.  SSimilarly, it ccould 
be less riisky and moore economiccal to claim small entityy status, or e ven large enntity status, ggiven 
the manyy micro entitty procedural steps where error couldd occur. 

Thank yoou for allowwing AIPLAA the opportuunity to pro ovide commeents on this Notice.  AIIPLA 
looks forrward to furtther dialoguee with the UUSPTO in finnding solutioons and defining programms to 
maintain and enhance the USPTOO’s mission.. 

Sincerelyy, 

William G. Barber 
Presidentt 
Americann Intellectuaal Property LLaw Associattion 


