
April 24 , 2014 

Via Electronic Mail 
AC90.comments@uspto.gov 

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

IBM Corporation Comments in response to ~Changes To Require Identification of 
Attributable Owner," 79 Fed . Reg . 4105 (January 24,2014) ("Notice") and "Notice 
of Public Hearings and Extension of Comment Period on the Proposed Changes 
To Require Identification of Attributable Owner," 79 Fed. Reg. 9677 (February 20, 
2014) ("Supplemental Notice") 

IBM fully supports the goal of the United States Patent and Trademark Office 
(Office) to obtain more complete, current, and accurate patent and application 
ownership information . However, we have significant concerns regarding the 
scope of the disclosure obligations, standards for evaluating compliance, and 
penalties for noncompliance described by the rules proposed in the Notice. IBM 
proposes amendments to the rules , described in more detail below, to address 
these concerns. We also strongly urge the Office to implement a pilot program to 
determine the optimal parameters for enhancing and improving disclosure of 
ownership information , and amend the rules accord ingly. 

IBM has long advocated for increased ownership transparency and was an early 
supporter of the Office's efforts to obtain patent and application ownership 
information , as expressed in our January 2012 comments. 1 Improved ownership 
information will enhance the Office's ability to properly examine pending 
applications and to review issued patents; benefit the public in managing 
business affairs increasingly influenced by IP rights ; and help fulfill the public 
notice function of the patent system by enabling members of the public to 
determine what areas of endeavor are covered by unlicensed patents and patent 
portfolios and what areas are not. The requirement to properly identify a patent 
owner also balances the existing requ irement for challengers in inter partes 
patent proceedings to identify all their real parties in interest, thus leveling the 
playing field for challengers struggling to determine which patents warrant 
atten tion . 

Ach ieving the important goal of enhanced ownership information requ ires a 
balanced approach . If requirements are too onerous, they will present an 

1 IBM Comments Eliciting More Complete Patent Assignment Information, January 23, 2012 (IBM 
Comments 2012) , submitted herewith. 
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impediment to patent protection and licensing . If the requi rements are easily 
avoided or do not include meaningful information, then they will not provide the 
public or the Office any benefit. In answering the questions posed in the 
Supplemental Notice. below, we propose modifications that we believe will 
achieve the needed balance and allow the Office to obtain useful ownership 
information. We also propose a pilot program designed to address the concerns 
of the patent community and the Office by exploring what information can 
reasonably be obtained and the best means for doing so. We urge the Office to 
carefully examine comments received from the public in response to the Notice 
and the Supplemental Notice to help determine the optimal parameters for such 
a pilot program. 

Question 1: The proposals set forth a definition for attributable owner. The Office 
invites public comment on whether changes could be made to the scope of the 
information proposed to be collected while still achieving the objectives of the 
Office as set forth in the proposal. 

IBM believes changes must be made to the scope of the definition of "attributable 
owner" to co llect useful information without hampering patenting and licensing . 
IBM supports identification of the exclusive or joint titleholder, opposes 
identification of entities necessary to be joined fo r standing to sue, supports 
identification of the ultimate parent entity in a way that does not burden 
applicants and owners, and opposes the requirements in subsection (d) 
regarding entities used to divest or prevent the vesting of title. 

a. Legal titleholder and ultimate parent 

The legal title holder of a patent is the most basic and useful ownership 
in formation. If the public and the Office can accurately identify the legal tiUe 
holder, including the assignment history or chain of title, then the goals set forth 
in the Notice such as identifying prior art and whether or not a member of the 
public is licensed , can be achieved in most instances. 2 

Many patent holders distribute patents among subsidiary and affil iate entities 
with in a larger corporate structure. Sometimes these entities are not named in a 
way that allows the public or the Office to easi ly determine the complete portfo lio 
of the larger corporate entity, thus obscuring the helpful ownership information 
that would otherwise be provided through identification of the legal titleholder. 
Therefore, IBM continues to support the Office's inclusion of the uultimate parent" 
within the scope of the "attributable owne( for recordation purposes , as this 
information will enable identification of the complete portfolio held by an entity 
comprising multiple affiliates and/or subsidiaries.3 We do not, however, believe 
that the definition of "ult imate parene must be tied to the coverage rules under 
the Hart-Scott-Rodino Antitrust Improvements Act of 1976 (HSR), i.e. the 

2 See IBM Comments 2012. 
3 See Id. 
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definition contained in 16 CFR § 801 .1(a)(3). The Office is proposing to collect 
information for every application and issued patent at multiple times during the 
lifecycle of every patent. while HSR describes required pre-merger notifications. 
We urge the Office to consider the differing purposes and ci rcumstances of these 
disclosures to determine if a different or modified definition of ultimate parent is 
needed to ensure that the information collected will be appropriately tailored for 
patent applications and issued patents , and collection of this information will not 
unduly burden the patent community. As described further below on pages 9-10 
of these comments, the proper scope of ownership disclosure , including the 
definition of "ultimate parent" may be determined by running an appropriately 
tailored pilot program.4 

b. Parties required for standing and entities used to divest or prevent the 
vesting of title. 

Identification of parties necessary to be joined to a suit to provide standing is a 
requirement that does not provide clear boundaries, is likely to necessitate 
disclosure of confidential information that will chi ll licensing, and is unlikely to 
provide a substantial benefit to the Office or the public. 

Standing in patent cases is governed by a complex body of Federal Circuit case 
law. If a party obtains ~all substan tia l rights~ to a patent in an assignment 
transaction , that party is deemed the patent owner and has standing to sue 
without joining anyone. 5 If, however, a party obtains less than all SUbstantial 
rights from the patent owner, but obtains sufficient exclusive rights, it has 
standing to sue if it joins the patent owner.6 A party that does not have sufficient 
exclusive rights is deemed a mere nonexclusive licensee and does not have 
standing to sue even if the patent owner is joined .7 Given the wide variety of 
license arrangements, and the fact-intensive nature of the inquiry, it may be 
difficult for parties to determine whether and under what circumstances they or 
their licensees have standing to sue. For example, a party's standing to sue may 
be context-dependent, i.e. if a patent owner exclusively licenses another in a 
limited field , the exclusive licensee may have standing to sue in some but not all 
circumstances. Moreover, it is very common for the existence or the content of 
license agreements to be kept in confidence, since licenses often reflect pre
commercialization business plans and financia l information , the disclosure of 
which cou ld be costly to both the licensee and the patent owner. Thus, 

• IBM acknowledges our reference to 16 CFR 801 .1(a) in our priorcommenls 10 the Office (See 

IBM Comments 2012). We did not , however, recommend wholesale adoption of the HSR 

standard, as appears to be the intent of the proposed rules. We did not (nor could we have) 

anticipated the issues any applicant or patentee wou ld need to address in complying with that or 

any other standard. Hence. we strongly urge the Office to conduct a pilot to help define the 

appropriate rule for identifying the ultimate parent in the context of patent applications and issued 

patents, one that may be unique to proceedings before the Office. 

S See Vaupel Textilmaschinen KG v. Meccanica Euro Halia S.P.A., 944 F.2d 870 (Fed. Cir. 1991). 

6 See Abboillabs. v. Diamedix Corp., 47 F.3d 1128 (Fed. Cir. 1995). 

7 See Propallnt'l Corp. v. RPosl US, Inc., 473 F.3d 1187 (Fed. Cir. 2007) . 
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disclosure of parties with standing to sue presents both a compliance problem 
and an impediment to exclusive licensing. The patent professional responsible 
for prosecution may not have access to relevant agreements , especially if the 
professional is not an employee of the patent owner but works for a firm hired by 
the patent owner. Even if the agreements can be obtained , determining who has 
standing to sue is a difficult inquiry, not susceptible to clear results, and will 
impose a heavy burden on the prosecutor. 

Disclosure of parties with standing to sue provides no substantial benefit to the 
Office or the public that would justify the burdens imposed or the negative effect 
on business arrangements. Information on who has standing to sue - apart from 
identification of the legal title holder - will not assure the ~power of attorney" is 
current, nor will it identify the assignee filer under 35 USC § 118, nor will it help 
identify prior art.8 It seems tangential to the need to avoid potential conflicts of 
interest, and of little relevance to the public seeking to submit prior art during 
prosecution or to challenge an issued patent under any of the post-issuance 
challenge proceedings.9 

We recognize and support the goals of the Office to provide ownership 
information that is not misleading and to help foster competition , enhance 
technology transfer, and avoid abusive patent litigation. lo However, forcing 
patentees and applicants to provide information about arrangements such as 
confidential exclusive licenses will not achieve these goals. Potential licensees 
will be discouraged from approaching patentees for fear that their patent and 
technology licenses may become public information . The U.S. patent system 
has traditionally avoided these problems, in contrast to many foreign jurisdictions , 
whose various license recordation requirements are viewed as impediments to 
patent transactions. For example, requirements in Japan to record exclusive 
license agreements have proved an impediment to licensing despite the growth 
of patenting in that country.1 1 And since the legal title holder must be joined in 
any suit to enforce the patent. identification of others who may have standing to 
sue along with the patent owner is at most ancillary information . As explained 
above, the public can obtain the necessary information regarding patent holdings 
through disclosure of the legal title holder and the ultimate parent entity (if 
different) , without engendering the negative consequences of forcing disclosure 
of license arrangements. 

IBM does not understand the purpose of the requi rement to disclose entities 
used to divest or prevent the vesting of title. This is a confusing requ irement that 
appears to require an inquiry into the intent of the applicant or patent owner. We 
believe the obligation of candor and good faith under 37 CFR § 1.56 is suffic ient 

8 Notice, pp. 4107-8. 
9 1d. 
10 Id. at pp. 4108-09 
11 See Nahoko Ono, Avoid Japanization: Lessons from Japanese Gridlock on the Patent 
Recordation System, 94 J. Pat. & Trademark Off. Soc'y 228 (2012). 

4 


http:country.11


to ensure compliance with the Office's requirements for disclosure of ownership 
information .12 If the proposed section 1.271 (c) is meant to add requirements not 
covered by 37 CFR § 1.56 bu1 nevertheless related to the state of mind of an 
appl icant or patentee , it is unclear how the Office will enforce this provision. To 
the extent this provision is not related to intent or state of mind , it is unclear what 
additional disclosure requ irements are included, i.e. why would the Office need to 
identify or distinguish between the various forms of ownership described in the 
notice? As with license agreements, we observe that identifying the contracts, 
arrangements, or devices described in the proposed rule is like ly to be beyond 
the knowledge of the patent professional responsible for the application or patent 
in proceedings before the Office , and to the extent we understand this section, 
would be a difficult task even if such contracts, arrangements, or devices ca n be 
accessed by the patent professional. 

c. Definition of the term "entityn 

We do not understand why the Office is using the proposed sweeping and 
detailed description of the types of entities that may own a patent or applicat ion . 
If attributable owner is defined in a clear fash ion easily followed by the patent 
community (such as legal title holder and any ultimate parent entity) . it should not 
be necessary to include in the rules a comprehensive listing of the types of 
entities that are capable of identification as attributable owners. If the Office's 
intent is to provide guidance to the community to aid compliance, we observe 
that an accurate comprehensive list is not achievable. as any list will be soon be 
incomplete or obsolete as new entity types emerge. In any event. a list of th is 
type should not be included in a rule but in guidance since it appears to be 
informationa l. 

Question 2: Part of the current proposed definition of attributable owner 
incorporates by reference the definition of ultimate parent entity set forth in 16 
CFR 801 .1(a)(3). The Office welcomes comments on how this definition mighl 
be modified for use at the Office. 

Please see above comments regarding the definition of ultimate parent. We 
again refer the Office to pages 9-10 of these comments regarding a pilot 
program. 

Question 3: The proposal sets forth when attributable owner information must be 
supplied to the Office. The Office invites public comments as to whether and 
when attributable owner information should be collected. For example, are there 
additional times during prosecution (e.g. with each reply to an Office action) 
when the applicant should be required to update or verify attributable owner 
information? Is requiring updates on changes during prosecution within three 

12 See IBM Comments 2012. 
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months of any change in attributable owner the appropriate time frame (i.e. 
should the time frame be more or less than three months?). 

IBM believes it is reasonable to require disclosure of attributable owner 
information at filing . issuance, payment of maintenance fees, and at appropriate 
times during ex parte and inter partes post issuance proceedings. We are 
concerned , however, that the specific timing requirements proposed by the Office 
for updating attributable owner information during prosecution are overly 
burdensome. Patent professionals responsible for prosecuting applications, 
especially professionals who are not employees of the patent owner but who 
work at outside law firms, are unlikely to be aware of changes to ownership , 
unless independently supplied by the owner. To ensure compliance with the 
proposed timing requirements , all practitioners might need to take on overly 
burdensome procedures such as docketing reminders every three months to ask 
the cl ient if any changes in attributable owner information have been made. If all 
of the complex disclosure requirements the Office proposes are included, it 
would be costly and burdensome to comply within the time frame allotted , and in 
some cases may be impossible, especially since the three month time limit for 
reporting a change to attributable owner during prosecution is not extendible. 

IBM appreciates the importance of obtaining accurate ownership information 
during prosecution - to identify prior art , enable effective use of the pre-issuance 
submissions program, and to provide public notice regarding enforceable patent 
rights since royalties are available in some circumstances for published 
applications if the patent ultimately issues with substantially identical claims .13 

To help practitioners and applicants easily update ownership information during 
pendency, we suggest the Office focus on the publication date as a critical date 
for obtaining updated information if the ownership information has changed since 
the filing date. The public will become aware of the application only when it is 
published , and the Office is unlikely to have begun prosecution. Disclosure at 
publication will enable effective use of the pre-issuance submissions program 
(which is not available beforehand), help identify prior art when needed , provide 
public notice regarding potentially enforceable rights , and thus help improve 
patent quality and notice before a patent issues. Disclosure at publication will 
also give patent profess ionals a fixed date to inquire regarding changes in 
ownership. 

IBM also has concerns regarding proposed rule 1.279 which sets forth a "good 
faith" standard for excusing an applicant for failure to provide the attributable 
owner notification, or errors therein . We do not understand if this standard is 
meant to be different from the standard set forth in 37 CFR § 1.56 for atl dealings 
with the Office. If not, we are not sure why it must be separately stated ; and if it 
is we would like to understand what additional or different obligations this section 
is intended to create. If a "good faith " standard has been chosen because the 
proposed definition of attributable owner is not objectively clear (e,g. as it 

13 See 35 USC § 154(d). 
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includes entities with standing to sue or entities created to divest or prevent 
vesting of title) , we see this as further evidence the definition should be narrowed 
so that both the patent owner and the Office can reasonably apply an objective 
definition for all applications. 

For the above reasons, we recommend the Office limit the requirement to update 
attributable ownership information during prosecution to the publication date , and 
provide the requested clarifications and limitations to the definition of attributable 
owner. Alternative ly, the Office is likely to learn from the recommended pilot 
program what requirements are reasonable for the patent community at large. 

Question 4: The Office plans to work with its user community to implement the 
attributable owner information reporting system in a user-friendly manner and 
welcomes input on how this can best be accomplished. Subject to financial and 
resource constraints, for example, the Office would like to explore means to allow 
for the bulk processing of changes to attributable owner for portfolios of 
applications and patents. The Office also welcomes input On how the updating or 
verifying by the applicant or owner should be structured in conjunction with the 
payment of maintenance fees, particularly in light of the practice of outsourcing 
payment of maintenance fees to third parties. 

IBM suggests inclusion of attributable owner information on the Appl ication Data 
Sheet (ADS). The ADS is part of the apptication and contains needed 
bibliographic information for a newly-filed application . Any subsequent 
disclosures should be as easy as possible. If there is no change , we suggest 
that the patent practitioner could simply check a box to that effect on the issue 
fee transmittal form, the maintenance fee transmitta l form. or the appropriate 
forms for post issuance proceedings. If a there is a change in attributable owner 
information, then either an assig nment should be fi led or if the change is not an 
assignment but, for example , a change to the identity of the ultimate parent, we 
suggest the Office provide a simple form for reporting the change. 

IBM requests clarification regarding who wi ll have authority to provide attributable 
owner information. For example, can an applicant's legal counsel or patent 
agent prosecuting an application check the box on an issue fee transmittal form 
indicating no change to attributable owner? If there is a change to attributable 
owner that does not affect the power of attorney (such as a change in ultimate 
parent) , is the answer the same? 

We support the Office 's suggestion regarding a tool for bulk process ing of 
changes to attributable owner for patent portfolios . Such a tool would be needed 
to enable timely compliance with notification requirements for large transactions. 
Automating the notification process also may avoid recordation errors. 
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While accurate and complete reporting of attributable owner information is very 
important, it is just as important to provide this information in a transparent and 
useful way to the public. One way to do this would be through the Assignment 
database. It would be preferable if the information were accessible so that it 
could be searched and downloaded into a report format. 

Question 5: The Office further seeks comments on whether the Office should 
expand the current Official Gazette practice of aI/owing patent owners to list 
patents as available for license or sale to permit all patent applicants and owners 
to voluntarily report additional licensing information for the Office to make 
available to the public in an accessible online format. The Office welcomes input 
on what such licensing information should include (i.e., willingness to license, as 
well as licensing contacts, license offer terms, commitments to license the patent, 
e.g., on royalty-free or reasonable and nondiscriminatory terms) and the interface 
of the online system. 

Answer: IBM generally supports the Office's efforts to provide a platform for 
vo luntary disclosure of licensing information. 

Additional views on the Notice and Supplemental Notice 

IBM has grave concerns regarding the Office's proposed penalty of 
abandonment for failure to comply with the attributable owner disclosure 
requirements during patent prosecution (no penalty for post issuance failure is 
indicated in the proposed rules) . The penalty of abandonment seems 
disproportionately harsh and inconsistent with the character of the requirement. 
While complete and accurate ownership information helps fulfill the public notice 
function of the patent system, it is not a condition of patentability such as novelty 
or nonobviousness, nor is it a part of the statutory requirements for a complete 
patent application .14 IBM believes the duty of candor and good faith is sufficient 
to ensure compliance with requirements to disclose attributable owner 
information and refers the Office to our January 2012 comments submitted 
herewith . 

The pena lty of abandonment is also disproportionate to the harm to the public of 
failure to disclose ownership information during prosecution, especially since it is 
easy to correct such harm. Harm to the public is most likely to occur after 
issuance, when the patent can be enforced. If the owner violated its duty of 
candor and good faith , the patent will be unenforceable , and if any prior art was 
not identified as a result of incorrect ownership information, the patent could be
reexamined. 

14 See 35 USC § 111 . 
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Attributable Owner Pilot Program 

IBM strongly encourages the Office to conduct a pilot program to determine the 
appropriate scope of the definition of "attributable owner" and the optimal means 
for reporting this information to the Office. We support certain aspects of the 
Office's proposed ru les and have concerns, ranging from minor to major, with 
others. Inevitably. the majority of the patent community will have concerns , as 
the requirements the Office proposes are new and their impact on businesses 
are thus unknown. A pilot program would allow the Office to evaluate 
compliance and impact on an experimental basis. and avoid widespread 
misunderstandings or gaps created by unworkable elements of the overall 
system. 

The burden imposed by new requirements must be gauged against, and 
specifically targeted to, the goals of the Office. There is evidence that certain 
patentees obscure ownership information, but some argue that this problem is 
rare. Unfortunately we do not know how widespread the problem is since we do 
not have access to this information . An appropriate pilot will allow the Office to 
learn how often ownership information is hidden. and craft targeted rules. 

The first important element of a pilot program is whether compliance is voluntary 
(using incentives such as fee reduction or expedited prosecution) or mandatory 
(imposing fees for failure to comply, or loss of patent term , for example). The 
same reasons supporting the disclosure of the ultimate parent entity - i.e. the 
use of subsidiaries and affiliates to ~ hiden the contents of a patent portfolio 
counsel in favor of a mandatory program, since the owners who might otherwise 
wish to keep ownership information under wraps are unlikely to change their 
approach based on voluntary incentives. 

An effective pilot should also include filed applications and issued patents at 
each proposed stage where disclosure may be required. For example, the Office 
should include a random sample of patents from a variety of technology centers 
that are filed , published . issued , and for which maintenance fees are due with in a 
sufficient time period to obtain a good distribution of cases. There should also be 
large , small, and microentities represented in the pilot. The Office should also 
include a representative number of patents subject to post issuance proceedings, 
including inter partes review, ex parte re-examination and supplemental 
examination. Because evidence indicates that ownership information is hidden 
most often by non-practicing entities (N PEs) that purchase already-issued 
patents for enforcement, it is important to collect ownership information after 
issuance, such as when maintenance fees are paid. Once a sufficient number of 
applications and patents are identified for inclusion in the pilot, the Office should 
follow them for a long enough time to ensure compliance (or failure to comply) 
with at least one round of attributable owner disclosure. 
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The very nature of a pilot program is to experiment with requirements to 
determine the optimal parameters for a permanent program. Therefore . 
applicants and patentees subject to a mandatory pilot may be forced to disclose 
information that is not part of any final rules. We suggest the Office allow 
applicants and patentees to maintain the confidentiality of such information within 
the Office. for example if a petition is filed explaining why the information should 
rema in confidential. The information would be protected, and the Office would 
nevertheless have access to it for evaluating the pilot. 

While the pilot should be very helpful in identifying compliance issues and 
appropriate scope of disclosure. we suggest the Office carefu lly examine public 
comments before finalizing details or implementing the pilot in the first instance. 
The patent community may provide the Office with invaluable guidance for 
structuring the pilot in a way likely to pOint to a successful outcome, such as by 
helping identify a simple way to interpret ~ ultimate parent". Once the pilot is over, 
we hope the Office will provide data and analysiS to the public to help understand 
how best to proceed and obtain useful ownership information in a way that does 
not unduly burden applicants and patentees. 

Conclusion 

In conclusion , IBM supports the Office's efforts to fulfill the public notice funct ion 
of patents by obtaining complete and accurate ownership information . We 
support certain aspects of the Office's proposed rules, but have concerns about 
others. We believe the best path forward is for the Office to conduct a pilot 
program to explore the optimal scope and means for providing ownership 
information. We look forward to working with the Office on ownership 
transparency and other projects to improve patent quality and the patent system 
as a whole. 

Respectfully submitted , 

Manny W. Schecter 
Chief Patent Counsel 
Intellectual Property Law 
IBM Corporation 
schecter@us.ibm.com 
Voice: 914-765-4260 
Fax: 914-765-4390 

Marian Underweiser 
Intellectual Property Law Counsel 
IBM Corporation 
munderw@us.ibm.com 
Voice : 914-765-4403 
Fax: 914-765-4390 
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January 23, 2012 

Via Electronic Mail 
saurabh.vishnubhakat@uspto.gov 

Saurabh Vishnubhakat, Attorney Advisor 
Office of Chief Economist 
United States Patent and Trademark Office 
Mail Stop External Affairs 
P.O. Box 1450 
Alexandria, VA 22313-1450 

IBM Corporation Comments in response to the Notice entitled "Request for Comments 
011 Eliciting More Complete Patent Assignment Infannation," 26 Fed. Reg. 72372 (Nov. 
23 ,20 11) (the "Notice"). 

IBM appreciates the opportunity afforded by the United States Patent and 

Trademark Office (the "Office") to provide IBM 's views regarding proposed changes to 

37 CFR for eliciting morc complete patent assib'l1:ment infonnation by the Office. 

IBM's comments begin with a general discussion of the importance of providing 

complete ownership infonllatioll, and authority for the Office to require it, before 

specifically address ing the proposed rule changes and questions raised in this Notice. In 

particular, IBM will address (1) reasons why patent assignee transparcncy is beneficial 

and necessary; (2) how identification of the ultimate parent would promote transparency; 

(3) the bases for the Office's authority to promulgate these rule changes; (4) the specific 

amendments proposed by the Office; (5) ways these new rules could be enforccd; and (6) 

the specific questions raised by thc Office. 
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I. Patelll Assignee Transparency Is Necessmy 

IBM unequivocally supports (he Office's goal of obtaining and recording up-to

date infonnation which reflects complete and accurate ownership of patent applications 

and issued patents. As we explain, the availability of complete, current and accurate 

ownership infomlation will not only enhance the Office' s abil ity to perfoml its 

statutorily-mandated duty of properly examining pending applications and issued 

patents,1 but it will also benefit members of the public in managing important business 

affairs that are essential fo r promoting and expanding domestic and international 

commcrce,2 which is increasingly influenced by intellectual property (" I"P") rights-

particularly patent rights-in the marketplace.) These business activities are uniquely 

within the purview of the Commerce Department, with the di spos ition of patent matters 

exclusively delegated to the Office.4 

It has long been acknowledged that patents are "affected with the public 

interest. tt5 A patent conveys the very powerful right to exclude others from practicing the 

claimed invention, but that right comes with a corresponding obligation-namely, to 

I See 35 U.S.C. § 2(a)(I) (" The United States Patent and Trademark Office, subject to the policy 
direction of the Secretary of Commerce . .. . shall be responsible for the !"Jfanting and issuing of 
patents and the registration of trademarks"). 

2 See 15 U.S.c. § 1512 C'lt shall be the province and duty of [the Commerce] Department to 
foster, promote, and develop the foreign and domestic commerce .. . .o'). 

3 See, e.g., Ryan Dczembcr & Gina Chon, Year in Deals: Patents and Pipelines, W ALL ST. J., 
Dec. 28, 20 I I, also available at hUp:!!b[ogs. wsj .comldealjoumalindial20111l 2l28!ycar-in-deals
patenls-and-pipelinesl ; Suzanne Cunningham, Update: Mobile Patent Suits - Graphic of fhe 
Day, THOMSON R EUTERS T HE KNOWLEDGE EFFECf (Aug. 17, 2011), 
http://blog.thomsonreuters.eomlindcx.php/mobil c-patent-suits-graphic-of-the-day! . 

4 As the Office website acknowledges, "The US IYfO is housed under the United States 
Department of Conuncrcc--the cabinet-level department that promotes U.S. economic 
development and technological advancement " 
hup:!!usptocareers.govlPages/WhyWorkiAbolll.aspx . 

5 Blonder-Tongue Labs.. Inc. v. Univ. of 1Il. Found. , 402 U.S. 313, 343 (1971); Precision 
illstrumelll Mfg. Co. \I. Automotive Maim. Mach. Co., 324 U.S. 806, 8 16 (1945). 
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provide the public with proper notice of tlle patented invention.6 Appropriate notice of 

the patent property rights must be clear,? or the public may Opl not to invest in new 

products, research and development, or other innovation endeavors, where there might be 

ri sk ofinfringement.8 IBM agrees with the Office that proper notice must reveal not only 

the scope and extent of patented inventions, but also the identity of the true owner of 

those patent rights, so the IP marketplace can function at optimum efficiency to 

encourage investment and innovation and "promote the Progress of Science and useful 

Arts ... .',9 

a. Belle/it to tile Public 

Under the current system, when an assignment of a patent or application is 

recorded, only the entity holding legal title is identified. lo However, state laws authorize 

companies to create subsidiaries, partnerships, LLCs, and other legal entities that can 

hold title to various assets such as patents. I I ll1ese sub-entities and affiliates may not be 

connected in any apparent way to their corporate parent or other related SUb-entities, such 

as by name similarity or some other accessib le and searchable public rccord. 12 As one 

6 Fesio COlp. v. Shoketsu KinzoJ..,/ Kogyo Kahlls",.J..i Co., 535 U.S. 722, 730--31 (2002) ("[L]ikc 
any property right, its boundaries should be clear . . .. A patent holder should know what be owns, 
and the public should know what he does not."). 

7 /d. ("This clarity is essential to promote progress, because it enables efficient inveslmeIll in 
innovation."). 

8 Bonito BOlliS, Inc. v. Th l/nder Craft Boats. hIe., 489 U.S. 141, 150-51 (1989). 

, U.S. CONST. art. I, § 8, cl. 8. 

](I Patents and patent applications have the allributes of personal property and are freely 
transferable. See 35 U.S.C. § 261 . 

II See. e.g., N.Y. 8 .S.C. Law § 202(a)(15) (pennitting a corporation "[1]0 be a promoter, partner, 
member, associate or manager of other business enterprises or ventures, or to the extent pennitted 
in any other jurisdiction to be an incorporator of other corporations of any type or kind"). 

12 See Federal Trade Conunission, The Evolving IP Marketplace: Aligning Pme1lf Notice (lilt! 

Remedies with Competition, at 130 (Mar. 201 1) (the "FTC Report") ("Testimony suggested that 
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commentator observed, "[D]ue to the multiple ways a company can be referred to, and 

the 'games' companies play in order to hide their patent holding[s], determining what 

palents 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."I) When the chain of 

title involves one or more LLCs, as is increasingly occurring in patent litigation,14 the 

difficulties in identifying all the entities in a corporate fam ily are further exacerbuted

"[t]he LLC is a nearly perfect corporate foml ... as most jurisdictions offer maximum 

privacy for businesses of this fonn."ls Thus, a corporation may control multiple 

portfolios of patents through vanous subsidiaries having no clearly-discemable 

relationship to one another. 16 

While certain business concerns unrelated to patent ownership may favor 

aIlowing such usc of subsidiary entities, the use of such subsidiaries does serve to 

obscure information about palent assets, to the detriment of the public interest. For 

example, if a member of the public (or an examiner) were to search the Office's publicly-

available assignment database, he or she would be unable to determine the complete 

parties often fail to report assignments to the PTO or list 'shell companies' as assib'11eeS, ' making 
it as difficult as possible, apparently, to trace back to the true assignee of tile patent.'" (footnotes 
omitted)), available {/( hUp:l/www.fic.gav/osl201 1/0311 10307palentrepart.pdf; sec Colleen V. 
Chien, From Arms Race to Marketplace, 62 HASTINGS LJ . 297, 319 (2010). 

13 Colleen V. Chien, Predictillg Patent Litiglltion, 90 TEX. L. REV. 283, 313 (Dec. 2011) 
(footnotes omitted); see also FTC Report at 130. 

14 Tom Ewing, Illdirect £"p/oitll1iOIl of IlltelleetllaJ Property Rights by C01poratiolls arid 
Investors: IP Privateeril1g and ModeI'll Letters of Marque and Reprisal, 4 HASTINGS SCI. & 
TECH. L.J. 1,40 (Winter 2012) ("'observing that, "(f1rom January 2008 until September 2010, 
some 448 companies with the LLC fonn filed one or more patent lawsuits" against nearly 4500 
talal defendants). 

15 See it!. 

16 See id. at 30- 74. 
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ownership picture of patent rights wherc the corporation has distributed legal title to the 

various patents in its portfolio among multiple sub-entiti es. Thus, a product developer 

desiring a license to some or all of these patents is at a distinct disadvantage when facing 

such an uncertain landscape of patent ownership. 17 

Product developers should be able to locate reliable and current patent ownership 

infonnation to detennine whether and from whom a li cense is needed or desired, and to 

guide research, development, and marketing efforts. For example, should a product-

developer wish to obtain a license under a particular patent that would otherwise present 

a barrier to entry, it needs accurate ownership infonnation to detennine if, for example, 

the developer may already be licensed under the patent based on an existing license with 

the current owner or a previous owner. l8 If such pre-existing license is absent, it will be 

difficult for a developer to evaluate whether it could obtain a license under reasonable 

tenns if it cannot identify the proper patent owner. 19 And, as described above, if a 

corporate patentee's subsidiaries or affiliates control rights to other relevant patents, it 

will be difficult (and perhaps impossible) for the developer to ascertain the full extent of 

that corporation's portfolio.2o The resulting uncertainty could very well impede, and may 

possibly be intended to prevent, the developer from securing a comprehensive license and 

17 See Chien, Arms Race, SlIpra note 12, at 320 (recognizing that with regard to patent ownership 
and assignmenl infonnation, and the proliferation of affiliates, subsidiaries, and holding 
companies, "the opacity of the market creates infonnation asymmetries and opportunities for 
arbitrage"); id. at 351 (concluding that "patentees use secrecy to increase hold-up, a lcnn that 
refcrs to inflation in the bargaining power of a palentee due to choices made by the accused prior 
to the time of bargaining."). 

18 See FTC Report at 130- 31. 

19 See id. The FTC Report also points out tbat lack of assignee information thwarts those who 
wish to clear a product potentially covered by many patents, by focusing on particular assignees 
who may be of high risk for enforcemenl. 

20 See supra notes 12- 16 and accompanying text. 
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obtain the freedom to operate needed for market introduction. There is no current 

mechanism for the developer to independently discover or verify the full scope of the 

corporation's patent portfolio in a time- or cost-effective fashion ?! If the developer is 

incorrect about the extent of portfolio ownership, the developer may overpay for a license 

or unknowingly enter the market without appropriate license protection, resulting in 

unexpected licensing costs and/or infringement liability. The corporation's ability to 

distribute a portfolio of patents among many sub-entities, while shielding its full 

holdings, places innovators at a significant disadvantage because they may make 

decisions based on incomplete infonnation or ignorance. 22 

As a result of incomplete or inaccurate ownership information, and the potential 

for unnecessary transaction costs and ri sks, developers may ultimatcly decide to refrain 

from entering the market eompletely.23 Similarly, the lack of comprehensive patent 

ownership information enables patentees to conceal relevant patents until long after a 

developer's product is on the market, at which time a patent owner's leverage over the 

developer will increase dramatically because of the substantial investment already made 

by, and the potential monetary exposure of, the developer. 24 TIle patentee's continuing 

ability to shield the full scope of its holdings thus places the developer/potential licensee 

21 See id. 

21 See supra note 17. 

2) lncomplete infomlation creates transaction costs that interfere with marketplace efficiency and 
could prevent parties from entering into licenses. See generally CARL SHAPIRO & HAL R. 
VARIAN, iNFORMATION RULES: A STRATEGIC GUIDE TO THE NETWORK ECONOMY (1998). 

2-4 See supra n01e 17. Similar concerns for protecling the public from ellforcement of patent 
elaims whose issuance is delayed until long aftcr commercial development are addressed by the 
recently-revived doctrine of prosecution laches. See, e.g., Symbol Techs. Inc. v. Leme/soll Met/. , 
277 F.3d 1361 (Fed. Cir. 2002). 

6 


http:eompletely.23
http:ignorance.22


at a significant disadvantage throughout the entire lifecycle of its product.2s In either 

event , the increased costs sustained by the developer will necessarily be borne by the 

public as consumers, either through increased prices to offset licensing or litigation costs 

or through decreased competition when products are never brought to market.26 The 

ultimate consequence will have a significant negative impact on commerce and the IP 

marketplace. 

b. Benefit to the Office 

It is equally imperati ve that the Office have complete patent or patent appl ication 

ownership information in order to di scharge its statutorily-mandated examination 

responsibilities. While true under curren t law, it is even more compelling following the 

changes being implemented under the recently-enacted America Invents Act (" AlA"). I.f 

the entity ho lding legal title to a patent appl ication is an affiliate in a larger corporate 

structure, a prior art use or sale by another entity in that structure will be much easier to 

identi fy if the Office is aware of the affiliate's corporate parent. An examiner' s search 

strategy may include ownership information because, first, an important means for 

identifying relevant prior art is to search for art owned by or originating from the same 

assignees; and second, the prior art status of a publication, disclosure, use/sale, patent or 

application depends in part upon owncrship.27 Under current 35 USC § I03(c) and new 

section 102, exceptions exist for certain prior art having common ownership with a 

25 See id. 

26 TIlese increased costs are unjustified because they result from an infonnation asymmetry 
regarding the ownership of the palents and the extent of the portfolio, not any inherent value of 
t.he patents themselves. See. e.g. , Chien, supra nOle 12, at 300-02. 

27 See US PTO Notice of Proposed Rulemaking, Changes to /mplemellf fh e Invel/tor's Dmh or 
Declaration Provision oj the Leahy-Smifh America II/vel/Is ACI, 77 Fed. Reg. 982, 984 (Jan. 6, 
20 12) (,'The Offiee . . . needs to know the identity of the inventors to detennine what prior art 
may be applied against the claimed invention or whether to issue a double-patenting rejection."). 
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pending application.28 The Office needs accurate assignee infonnation before evaluating 

the patentability of a claim so that it can avoid improper rejections based on a reference 

that is, in fact , commonly owned. SimiJarly, accurate ownership infonnation is required 

to detennine if a double.patentmg rejection is appropriate and/or if it can be overcome 

with a tenninal disclaimer.29 Inaccurate or incomplete assignee infonnation will thus 

frustrate the Office's ability to conduct examinations in accordance wi th statutory 

requirements by hindering identification of the best proper prior art. 30 

The Office also needs accurate infonnation regarding entity-size to dctennine if 

an applicant or patentee is entitled to small entity discounts, both during prosecution and 

after · Issuance. 31 Congress recognized the continued importance of reduced fees as 

incentives for encouraging and protecting innovation through patent filings from small 

businesses and independent inventors by adding, in the AlA, a new "micro entity" 

28 See 35 U.S.C. § I03(c) and AIA (H.R. 1249. Leahy·Smith America Invents Act) § 3(b)(\) (new 
35 U.S.C. § I02(b), exceptions to prior art for commonly--owned appl ications and patents). 

29 While common ownership infonnat ion may primarily help appl ic,mts "disqualify" prior an, it 
is possible that a reference may appear on its face to bc commonly owned as a result of improper 
or missing identification of tile true assignee. See 35 U.S.C. § 103(c). 

30 Although <'common ownership" creatcs certain exceplions fo r patenl prior art, applicants 
typicall y do not revcallhis information unless and until faced with a specific rejection they seek 
to obviate, which allows applicants, under currcnt regulations, to take advantage of the 
negotiation leverage described supra even at the expense of allowing a rejection to stand. 
Because such infonnation is uniquely in the possession of the assignee, and because it is required 
for the Office to properly examine applications, it follows lilat the assignee should provide this 
infonnation to the Office up· front to avoid inefficiencies and make it possible for the examiner to 
obtain the closest prior art . For all the reasons described in tlus paper, including provid ing proper 
notice to the public, patent owners should not have the option of sacrificing claim scope to 
preserve anonymity. Prompt disclosure of current ownership infommtion will increase 
examination efficiency and reduce pendency, benefiting both the Office and applicants, because 
examiners will be beller equipped to find the closest prior art, to avoid unnecessary office 
communications, and lost time waiting for applicants to respond to a rejection by asserting 
common ownerslup under MPEP 702.02(1)(2). 

31 See 35 U.S.C. § 41(h)(1) and MPEP 509.02. Fees which are reduced include: basic filing fee, 
search fee, examinat ion fcc, application size fec, excess claims fees, and maintenance fees, 
among olhers. MPEP 509.02. 
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category of applicants/patentees with lower thresholds for income and number of 

employees.):! Compliance with these statutory requirements is tllUS an important 

component of a well-balanced patent system that depends o n accurate and up-lo-date 

assignee infonnation. 

The AlA also expands the public's right to contribute to the examination process 

by, i,Uer alia, (\) allowing submission of prior art and commentary during patent 

prosecution; (2) creating new post-grant review proceedings; and (3) amending inler 

partes reexamination.]3 The public cannot intelligently exercise these new rights (or 

existing ones such as through ex parte reexamination) without proper infonnation 

concerning the owner of the patent or patent application. Even the basic threshold 

decision of whether to pursue these proceedings requi res correct identification of the 

patent owncr.34 Prompt availabil ity of accurate ownership identification is particularly 

critical for pre-issuance submissions and post-grant review because these proceedings 

have limited time windows.35 

The imbalance between the illl eresl's of the public and the patentee created by a 

lack of accurate patent ownership infomlation is readily apparent in the post-issuance 

J2 See AlA §§ IO(b) (setting forth reduced fees for "Small and Micro Entities") IO(g) ("§ 123. 
Micro entity defined"). 

Jl See ALA § 8, pp. 32- 33 (preissuance submissions by third panics), § 6(d), pp. 22- 28 (new post 
gmut review process), § 6(a), pp. 16-21 (new imer partes review). TIle ALA leaves intact ex 
parle reexamination and also creates a new "Tmnsitional Program For Covered Business Mcthod 
Palents." AlA § 18, pp. 46-48. 

J" See FTC Report at pp. 130-31 & n.333. 

J5 Preissuance submission must be "'made in writing before the earlier of - (A) the date a notice of 
allowance under section 252 is given or mailed in the application for patent; or (0) the later of 
(i) 6 months afier lhe dalc on which the application for patent is first published under section 122 
by the Office, or (ii) the date of the first rejection under section 132 of any claim by the examiner 
during the examination of the application for patenl." AlA. § 8(a), pp. 32- 33. A Post-Grant 
Review petition "may only be filed not later than the date that is 9 months aller the date of the 
grant of the palcnt or of the issuance of a reissue palent (as the case may be)." AlA, § 6(d), p. 23. 
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proceedings under the AlA. The AlA reqUires identification of the petitioner's real

. . ]6 rpartY-in-interest lor post-grant review and illfer partes revIew. TIle inclusion of this 

new requirement was controversial, as the prospective challenger would effectively 

identify itself as a target for an infringement allegation.J7 Some have argued that the rcal

party-in-interest requirement for challengers is needed to avoid conflicts of interest at the 

PTO.38 This would be equally true for patentees and for applicants. Others argued that 

the real-party-in-interest requirement is needed to prevent harassment by challengers 

36 ruM will provide further views on defining the assignee's real-party-in-interest as the Office 
invited in the Notice. See section 2, ilrfra. 

37 E.g., Ben M. Davidson, Ree.mmining Reexaminations: Reexaminations May Become a More 
Power/ul Tool in ?mem Litigatioll ill Light 0/ the New Parent Lall', 34 Los ANGELES LAWYER 
26,30 (Dec. 2011) ("'Although postgrant review offers a less expensive way to challenge the 
validity of a patent, it is not without its risks. A company seeking such a review must identify 
itself and any other real parties ill interest. An unsuccessful PTO challenge may therefore identify 
the challenger as a target of patent litigation."); Steven O. Kunin & W. Todd Baker, Inter Partes 
Reexamination Overview, Trellds and Strategies, 991 PLlIPAT 85, 95 (Jan.- Mar. 2010) ("The 
third party must also consider the risks of inter partes reexamination. This includes the need to 
disclose his or her identity when fi ling for an inter partes reexamination and the consequent 
chance that it will be an opportunity for the patent owner to target the third party as a possible 
infringer."); Ronald A. Bleeker & Nikolas J. Uhlir, A Small Charge 0/lnjringeme1lt: Strategic 
A/temarives /01' Nano/cch Palelll De/endanls, 4 NANOTECHNOLOGY L. & Bus. 433, 443 (Winter 
2007) ("However, several factors weigh heavily against the use of illter parIes reexamination. 
First, as implied above, infer p(lrles procedure requires the requestor to identify itself. Of course, 
in the case of a nanomaterials company that has already been confronted by an aggressive patent 
owner, the lack of anonymity presents no true disadvantage. However, for the undetected 
nanotcch company, requesting inter parIes reexamination of a patent of concern sends a clear 
message to the patentec that the requestor may be a ripe target for an infringement action."); see 
also Kunin & Baker, Sllpra, at 95 ("Addjtionally, the estoppcl provisions of illler panes 
reexaminations might prevent an accused infringer or defendant from raising ccrtain defenses in 
litigation which were made or could have been made during inter partes reexamination. Thus, 
third partie:; generally file for illter partes reexamination only if they are cOllfidcllllhal they have 
identified most or all of the closest patents and publications that can be used to reject original 
patent claims as tacking novelty or being obvious."). 

l8 See MPEP 1205.02 ("The identification of the real party in interest allows members of the 
Board to comply with ethics regulations associated with working in malters in which the member 
has a financial interest to avoid any potential conflict of interest. When an application is assigned 
to a subsidiary corporation, the real party in intcrest is both the assi!,.'11ee and eit her the parent. 
corporation or corporations, in the case ofjoint ventures."). 
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bringing serial petitions. 39 But without fu ll disclosure of the patentee's real-party-in

interest, a product developer can be serially harassed by piecemeal patent assertions 

through a corporation 's shell enti ties and subsidiaries, without ever knowing the full 

scope of the corporation's patent holdings. 4o In addition, discovery in post-issuance 

proceedings will often require the availabili ty of infomlation in the possession of the 

patentee, such as prior use or sale for post-grant review proceedings.41 However, it will 

be difficult for the challenger to obtain complete infomlation, or even know that it has 

complete infonnation, if the real-party· in-interest is not known. The challenger will be 

unab le to fornlUiate a fully-infonned challenge if it can not obtain complete ownership 

infonnation, because, for example, the ex tent of relevant prior art may not be accurately 

identifiable (such as whether an item of art is commonly owned).42 Lack of assignee 

transparency for all issued patents Unden11ines fu ll and efficient use of the new and/or 

expanded low-cost litigation alternatives for val idi ty challenges, and similarly defeats one 

of the important goa ls endorsed by Congress when enacting the AlA. 

39 TIlliS, the AlA contains various checks on chaUengers to limit subsequent challenges by the 
same challenger against the same patent. See, e.g., AlA §§ 315(e), 325(e). 

40 For example, a patent owner wbo is a subs idiary may sue for infringement. After judgment or 
settlement, the parent company or another subsidiary or affiliate may assert (either in coul1 or in 
licensing negotiations) that the same product developer needs a license to a previously 
unidentified- and unidentifiable-palent owned by a different entity in the corporate famil y. 
The product developcr has no way or achieving "peace." The product developer is then incapable 
of fonnulating an intelligent strategy ror operating its business, let alone for using post-issuance 
challenges, such as deciding which patents among an assignee's portfolio are the most important 
ones to challenge to obtain rreedom to operate. The challenger may not even know if it wishes to 
challenge a particular patent because it may think it is licensed. See FTC Report a\ 130- 31. 

41 See AlA, § 6(a), at p. 19 (§ 316(a)(5), Inler ParIes Reexamination) ; AlA, §6(d), p. 25 (§ 
326)(a)(5), Post-Grant Review). 

• See FTC Reporl at 130-31 . " 
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2. Idellfijicatiol1 ofthe "Ultimate Parent" Would Promote Transparency 

IBM believes that the goal of accurate ownership infonnation can be further 

advanced by defining the real-party-in-interest to include both the entity having legal title 

to the patent or patent application and the "ultimate parent" of that entity, if one exists, 

where the ultimate pareni is defined as the entity in the title holder's ownership chain that 

is not controlled by any other entity.4) Identification of the ultimate parent would allow 

the public to readily detennine necessary ownership infonnation. As discussed above, a 

corporate parent may have a number of patent holding sub-entities and/or affiliates. If 

the sub-entity or affiliate patent-holder a lso identifies its "ultimate parent", a potential 

licensee will be able to detemline the full scope of rights associated with that ultimate 

parent, and thus will be able to properly evaluate its licensing needs and costs. This 

infonnation will enable the public to identify patents or applications of interest for 

licensing, pre-issuance submissions or post-issuance challenges, and to investigate IP 

marketplace issues such as the likelihood of obtaining a license or whether the patent is 

already licensed."" 

Identification of the ultimate parent also serves the needs of the Office. 

Examiners will be able to perform effective searches to find prior art such as prior uses or 

sales associated with the owner. The examiner could thus limit searches to true prior art 

43 See 16 CFR § 801.1 (a) (defining "ultimate parent entity" as "an entity which is not controlled 
by any other entity") and examples contained therein. Our proposal is directed only to 
identification of the legal title holder's ultimate parent entity, if one exists. We do not mean to 
suggest any change in who does or can hold legal title to a palent or appUcation. 

44 Compare to the current situation, where assignments are oneil not recorded at all or recorded in 
the name of Us hell companies," making it difficult to identify the actual owner of tile patent at any 
time in the lifecycle of the patent. See FTC Report al 130. 
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as required , and similarly avoid wasting time evaluating pending claims m light of 

references that do not qualify as prior art. 

In the FTC's comprehensive IP marketplace report, the only patentee complaint 

identified by the FTC with respect to revealing ownership infonnation involved the 

potential to expose business strategies. 45 Any such burden placed on those patent owner

transferors by the revelation of business strategies inherent in the identity of the ultimate 

parent of an assignee is far outweighed by the public 's and Office's needs to obtain 

h· . f'. • 46 accurate patent owners tp tnlonnatton. 

3. The Office Has Authority to Make the Proposed Changes 

The new regulations proposed by lhe Office are procedural requirements that are 

well within its rulemaking authority. Under 35 U.S.c. § 2(b)(2), the Office "may 

establish regulations, not inconsistent with law, which shall govern the conduct of 

proceedings in the Office." This is "the broadest of the Office 's rulemaking powers.',.n 

The Federal Circuit has repeatedly observed that, through this statute, Congress has 

"delegated plenary authority over PTO practice" to the Office.48 

45 FTC Report at 131 & 0.336. 

46 !d. at 131; see Stevens \ 1. Tamai, 366 F.3d 1235, 1333 (Fed. Cir. 2004) (''It seems appropriate to 
us that the Office can allocate burdens associated with [its] goal[sJ in a reasonable manner not 
inconsistent with the ex isting statutory scheme."); see also 35 U.S.C. § 2(b)(2) (setting forth the 
Office's authority "to establish regulations not inconsistent wi th law", including, inler alia, to 
"govern the conduct of proceedings in the Office", and to "facilitate and expedite the processing 
of patent applications, particularly those which can be filed, stored, processed, searched, and 
retrieved electronically"). 

47 Stevens, 366 F.3d at 1333. 

4S Cooper Tech. Co. v. Dudas, 536 F.3d 1330, 1335 (Fed. Cir. 2008); Stevens, 366 F.3d at 1333; 
Gerrilsoll v. Shirai, 979 F.2d 1524, 1527 n.3 (Fed. Cir. 1992). 

13 


http:Office.48
http:strategies.45


While the Office does not possess substanlive rulemaking powcr,49 these are 

procedural, not substantive rules. In particular, courts have held that a "critical feature" of 

a procedural, non-substantive rule "is that it covers agency actions that do not themselves 

alter the rights or interests of parties, although it may alter the manner in which parties 

present themselves or their viewpoints to the agency."so The proposed amendments 

specified in the Notice will not affect-in any way- the rights or interests of any 

patentee or applicant. 

Indeed, these proposed amendments are narrower than other Office regulations 

which have survived judicial scrutiny. In Star Fruits, for example, the plaintiff 

challenged 37 CFR § 1.105, which provided that the examiner or other Office employee 

may require the submission of such infonnation as may be reasonably necessary to 

·I or treat the matter. 51proper y examtne Rule 105 gives individual examiners broad 

discretion to request a variety of types of information. As the Federal Circuit noted, 

"under 37 C.F.R. § 1.105 the Office can require information that does not directly support 

a rejection.',S2 In dismissing the applicant's challenge to Rule 105, the Federal Circuit 

allowed that "the Office can require the app licant to submit such infonnation when it is 

known or readily available."n 

The Office is required to providc the public with infonnation about patents, and it 

has for a long time provided the public with assignee information. In particular, 35 

U.S.c. § 41 (i) requires that "[t]he Director shall assurc full access by the public to, and 

49 See Merck & Co., Ill c. v. Kessler, 80 F.3d 1543, 1549- 50 (Fed. Cir. 1996). 


so JEM Broad. Co. v. FCC, 22 F.3d 320, 326 (D.C. CiT. 1994). 


51 Star Fruits v. United States, 393 F.3d 1277, J280 (Fed. Cir. 2005). 


" III. at 1281 - 82. 


53 Id at 1283. 
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dissemination of, patent and trademark infonnation,,,54 and "shall maintain, for use by the 

public ... collections of United States patents ... arranged to pennit seareh for and 

retrieval of infonnation."S5 35 U.S.C. § 41 (i) also requires that "[t]he Director shall 

provide for the full deployment of the automated search systems of the Patent and 

Trademark Office so that such systems are avai lable for use by the public ... using a 

variety of automated methods, including remote access by users to mass storage and 

retrieval systems."S6 With few exceptions, such as for national security, and pursuant to 

these duties, the Office already provides a publicly-searchable database of assignment 

infonnation.57 In addit ion, the Office penn its public searches of both its published patent 

database58 and published patent application database59 for various fields of assignee 

infomlation.60 However, there is 110 current mechanism to assure that the ownership data 

provided by the Office is accurate, complete, or up-to-date.6J " FuJI access" to data 

" 35 U.S.C. § 41(i)(2). 

" 35 U.S.C. § 41 (i)( I). 

" 35 U.S .C. § 41 (i)(2). 

51 Available at htlp:/Jassignments.uspto.gov/assignmel1tsl?db=pat . 

S8 Available at http://patft.uspto.gov/netahtml/PTO/search-adv.htm. 

59 Available at http://appft.uspto.gov/nclahlmllPTO/search-adv.html . 

60 Both the published patent and patent application databases already pennits searching by, and 
provide search fields for, Assignee Name. Assignee City, Assignee State, and Assignee Country. 
See hltp:llwww.uspto.gov/patft/help/helpflds.blHl (deseribiJ1g these fields for the Patcnt FuB-Text 
Database, supra note 59 and accompanying text) and 
http://appft.uspto.gov/netahtmllPTO/helplhelpflds.html (describing these fields ror the Published 
Application Full-Text Database, SlIpr(lllote 58 and accompanying text). 

61 See http://appft.uspto.gov!nctahtmlllyrO/helplhclpflds.html (explaining that the infonnation in 
the Assignee Name, Assignee City, Assif,.'11ee Statc, and Assignee Country fields is provided ror 
published applications as or the time or the publication), 
http://www.uspto.gov/patfllhelplhelpnds.htm (explaining that the inronnation in the Assignee 
Name, Assignce City, Assignee State, and Assignee COUlltry is provided for published patents as 
orthe time or issuance). 
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necessarily reqUires that the information is accurate, complete, and up-to-date; the 

"infonnation" provided to the public should not be misinfonnation.62 

As detailed further below, the proposed rule changes are appropriate and do not 

substantively change the law, nor deprive individuals and patent owners of their 

substantive rights, nor "foreclose effective opportunities" provided under the present 

statute.63 To the contrary, the new rules are fully consistent with-and indeed will 

improve the functioning of- the statutory rights of bona fide purchasers for value, 

protected under 35 U .S.C. § 261, and the statutory rights of the public to "full access ... 

to ... patent and trademark infomlation" required by 35 U.S.C. § 41(i).64 

In formulating final rules, we strongly urge the Office to include an opportunity 

for appl icants and patcntees to "cure" any errors in compliance. Such errors may occur 

for a number of reasons, and may often be administrative error. For example, in complex 

transactions where patent or application assigmnents are only onc aspect, assignees may 

be faced with administrative difficulties complying with a variety of requirements 

associated with the transaction. We believe that the Office should allow extensions of 

time for recordation and correction ofinfomlation as appropriate. 

62 Accurate, complete, and up-to-date infonnation includes the identity of the ultimate parent or 
real-party-i n-interesl. 

61 See Lamoille Valley R.R. Co. v. ICC, 711 F .2d 295, 328 (D.C. CiT. 1983); see also JEM Broad. 
Co., 22 F.3d at 326-28 . 

64 To the extent that these proposed new re&rulations are adopted, any judicial review of them 
would be carried out under the deferential framework of the Supreme Court's decision in 
Chevron U.S.A .. /llc. v. NaIllral Resources Defense COllI/Cit, 467 U.S. 837, 844 (1984) (,'We have 
long recognized that considerab le weight should be accorded to an executive department 's 
construction of a statutory scheme it is ellirustcd to administer, and the principle of deference to 
administrative interpretations."). See LaclIl'era v. Dudas, 441 F.3d 1380, 1383 (Fccl. Cir. 2006) 
("Because the PTO is specifically charged wi th administering this statute, we analyze a challenge 
to the statutory authority of its rCb'Ulations under the Chevron framework."). 
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Thus, the proposed rules will not act to deprive owners of rights aJready granted 

wIder the law, but will instead aid in preserving tJlcir rights, and will also enhance the 

public 's access rights to patent information. The PTO is fully authorized to adopt such 

procedures which serve to strengthen rights of patent owners and the public already 

provided in the statutes. 

4. Specific Amendments Proposed by the qlfice 


Proposed A mendment (1) 


The first proposed amendment IS "[a]mending 37 CFR to require that any 

assignee or assihrnees be disclosed at the time of application filing. ,,65 As explained 

above, the complete identity of the owner is necessary for determining the scope of 

proper prior art.66 This simple requirement is thus necessary for complete examination 

and is well within the authority of35 U.S .C. § 2(b)(2)(A). As In Star Fruits , this 

proposed rule calls for the applicant to provide infonnation that "may be reasonably 

necessary to properly examine or treat the matter.,,67 In rejecting the plaintiff's 

challengc, the Federal Circuit stated, "we are convinced that the Office can require the 

applicant to submit such infonnation when il is known or readily availablc.,,68 TIle same 

logic applies 10 the first proposed amcndment which requires submission of readily 

65 Notice, p. I. As stated in the Notice, reference to the "assignee" or "assignees" in the proposed 
rules is intended to include the real-party-in-interest. As explained above, we do not view the 
requirement to disclose the real-pany~in-inlcrcst as affccting the patent or application's legal title 
holder. 

66 35 u.s.c. § 103(c); see supra notes 27-30 and accompanying text. 

"37 CFR § 1.105(0)(1). 

68 Star Fnlils, 393 F.3d at 1283. 
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available or known ownership information that wi ll aid in defining the scope of prior art 

under 35 U.S.C. § 103(c) and new § 102. 

Proposed A mendment (1) 

The second proposed amendment is "[a] mending 37 CFR 3.81 to require that the 

application issue in the name of the assignee or assignees as of the date of payment of the 

issue fee.,,69 As noted above, and in the Notice, this requirement wi ll enhance the 

efficiency of the lP marketplace and is required for properly initiating or conducting post-

issuance challenges. It is also needed to examine applications for which the issued patent 

may be prior art. 70 Furthennore, it is specificall y authorized by the Office 's duty "for 

disseminating to the public infonnation with respect to patents and trademark s,,,71 

"maintain[ing], for use by the public ... collections of United States patents ... arranged 

to permit search for and retrieval of information,,,n and "assur[ing] ... full access by the 

public to, and dissemination of, patent and trademark information, using a variety of 

automated methods, including ... remote access by users 10 mass storage and retrieval 

systems."n Amending 37 CFR § 3.8 1 "to no longer predicate issuance in the name of the 

69 Notice, p. I. As previously stated, we do not mea.n to suggest altering the palcnt's legal title 
holder. See supra note 65. 

10 See supra notes 27- 30 and accompanying text. 

" 35 U.S.C. § 2(0)(2). 

72 35 U.S.C. § 41(i)(1) ("The Director shall maintain, for use by the publ ic. paper, microfoml or 
electronic collections of United States patents ... arranged to permit search for and retrieval of 
information."). 

13 35 U.S.C. § 41(i)(2) (" The Director shall provide for the full dep loyment of the automated 
search syslems of the Patent and Trademark Office so thai such systems are available for use by 
the public, and shall assure full access by the public 10, and dissemination of, patent 
infonnation, using a variety of automalcd methods, including electronic bulletin boards and 
remote access by users to mass storage and retrieval syslems."). 
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assignee on whether or not the applicant decides to make 'a request tor such issuance",74 

will ensure that the Office fulfills its corresponding obligation to provide accurate 

«infomlation" rather than misinfonnation or out of date infonnation. 

Proposed Amelldment (3) 

The third proposed amendment is "[aJmending 37 CFR 1.2IS(b) to require the 

identification of assignment changes after fil ing date for inclusion on the patent 

application publication (PGPub). ,,7s For many of the same reasons expressed with 

respect to proposed amendments (J) and (2), thi s amendment is beneficial to the Office 

and the public and it is within the express authority of the Office. Requiring up-to-date 

ownership infonnation during prosecution will allow the examiner to define the field of 

relevant prior art under 3S U.S.C. § 103(c) and new § 102 and allow the public to 

intelligently apply the pre-issuance procedures of the AlA. It will also allow the public to 

detennine the scope of prior art for post-issuance challenges, as a pending patent 

application may nevertheless be prior art to an issued patent of interest to a challenger. 

Requiring disclosure of this "readil y available" infonnation is clearly authorized,76 and 

publishing it on PGPub fulfi ll s the Office's respo nsibility "for di sseminating to the public 

infom18tion with respect to patents and trademarks,,,n "maintai n[ing] , for use by the 

public ... collections of United States patents ... arranged to pemlit search for and 

?"Notlce.· p. _. 

"N·ollce, p..I 

76 See Star Fruits, 393 F.3d at 1283. Requiring disclosure of "readily available" information 

conceming the real-party-in-interest is similarly authorized. See id. 


n 35 U.S.c. § 2(a)(2). 
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retrieval of infonnation,,,78 and "assur[ingJ ... full access by the public to, and 

dissemination of, patent and trademark infonnation, using a variety of automated 

methods, including ... remote access by users to mass storage and retrieval systems.,,79 

Amending 37 CFR § 1.21 S(b) "to require the identification of assignment changes after 

fil ing date for inclusion on the patent appl ication publication (pGPub)"sO will ensure that 

Ule Office fulfills its corresponding ob ligation to provide accurate "infonnation" rather 

than misinfonnation or out-of-date information. 

Proposed A melldmellf (4) 

The fourth proposed amendment is "[a]mending 37 CFR 1.27(g) to require timely 

identification of any new ownership rights that cause the application or issued patent to 

gain or lose entitlement to smaJi entity status."SI This requirement basically effectuates 

two changes. First, the notification must be "timely." Under the current regulations, 

notification of loss of entitlement to smal l entity status must be provided only "prior to 

paying, or at the time of paying, the earliest of the issue fee or any maintenance fcc due 

after the date on which status as a small entity ... is no longer appropriate."S2 The 

second change req ui ri ng " identificat ion of any new ownership rights" is a logical 

78 3S U.S.C. § 41(i)(I ) ("TI1C Director shall maintain, for use by the public, paper, microfonn or 
electronic collections of United Statcs patcnts ... arranged to pemlit search for and retrieval of 
infonnation."). 
79 35 U.S.C. § 41(i)(2) (''111C Director shall provide for thc full deployment of the automated 
search systems of the Patem and Tradcmark Office so that such systems are available for use by 
the public, and shall assure full access by the public to, and dissemination of, patent .. 
infomlation, using a variety of automated methods, including electronic bulletin boards and 
remote access by users to mass storage and rctrieval systems."). 

soN· Iotlce, p.. 

"N·alice, p ..1 

S2 37 eFR § 1.27(g)(2). 
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extension of the current 37 CFR § L27(g)(2), which requires notification only of the loss 

of entitlement to small entity status, not the reasons the status was lost. 83 Here again, 

bolh oflhese changes arc clearly authorized under 35 U.S.C. § 2(b)(2)(A). 

As to the timi ng issue, the Office is clearly authorized to "establish re~..ulations" 

that "govern the conduct of the proceeding in the Office" as to when infonnation is 

submitted.84 As courts have recognized. time schedule issues such as this are "definitely 

at the procedural end of the spectrum running from 'procedural' to 'substantive. ",85 

The new requirement to identify why small entity status is no longer appropriate 

is also aulhorized under 35 U.S.C. § 2(b)(2)(A). The office is required 10 charge small-

entity fees under 35 U.S.C. § 41 (h) and it is well within its rule-making authority to 

establish proct.-durcs by which patent app li cants or owners establish their qualifications to 

such discounted fees. In addition, as explained with respect to proposed amendments (I) 

and (3), to the extent this amendment requires identification of a change in ownership, it 

will aid examination of any affected application by allowing the examiner to more easily 

identify the field ofrclevant prior art under 35 U.S.C. § I03(c) and new § 102 . This same 

benetit also accrues for issued patents becflllse there may be pending applications that are 

commonly owned by the "new" assignee or no longer owned by the "old" assignee, 

thereby affecting the prior art status of the issued patent vis-a-vis those pending 

applications. For the reasons explained with respect to proposed amendment (I), 

requirement of the submission of this "readily available" infomlation is well within the 

8J Notice, p. 2 . 


... 35 U.S.C. § 2(b)(2)(A). 


U See Lamoille Valley R.R. Co., 711 F.2d a1328 . 
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authority of the Office and is indeed narrower than the provisions of 37 eFR § 1.105 

86upheld in Star Frllits.

Proposed Ameudmellf (5) 

The fifth proposed amendment is "[a]mending 37 CFR to provide for discounted 

maintenance fees in return for verification or update of assignee infonnation either when 

a maintcnance fee is paid or within a limited lime period from the dale of maintenance 

fee paYlllcllt.,,87 As the Notice correclly cxplains, these discounts arc clearly authorized 

under § 10 of the AlA.88 FurthemlOre, that same authority would allow the office to 

require either the update or verification of the "ultimate parent" with the benefits that 

would enure to both the Office and the public as described above. IBM wholeheartedly 

endorses this proposed amendment, not just because it represents a potentially significant 

cost savings to a large patent holder such as itself, but because it will likely allow the 

Federal Courts to provide effective and appropriate enforcement of the proposed new 

regulations as described in the enforcement section below. 

This proposed amendment should also provide a phased mechanism to 

incorporate identification of the rcal-party-in-illterest for all issued patents over a 

reasonable time. Maintenance fcc payments are due 3 VI, 7 !h, and II Yl years after 

issuanec.89 Most in-force issued patents should thus be compliant within 4 years, and all 

newly-filed applications and newly-issued patents will be immediately compliant under 

86 See Star Fruits, 393 F.3d at 1283. 


87 Notice, p. 1. 


8S Jel. a\ p. 2. Conditioning t.his discount on verification or update of real-party-in-interest 

in[OnIlatioll is similarly justifk.'<l. See id. 

" 35 U.S.C. § 41(b). 
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other proposed amendments. The proposed amendments will therefore result in full 

compliance with respect to identification of the real-pany-in-intcrest for in-force patents 

in a reasonable time based solely on their prospectivc application. 

5. Enforcement 

The "duty of candor and good fai th" in dealing with the Office compelled by 

Supremc Court precedent90 and codified under 37 CFR § 1.56 extends beyond the mere 

duty to disclose material prior art.91 That duty of good faith and candor will necessarily 

apply to compliance with any new regulations promulgated by the Office. The Office has 

long recognized that enforcement of that duty of good faith and candor is best handled by 

the courts.92 It is IBM's view that enforcement of any new regulat ions relating to 

assignee transparcncy is similarly bestlctl to the discretion ofl11e Federal Courts. 

By analogy, thc Office's current proposal to provide discounted majntenance fees 

in rctum for verified or updated ownership infomlation should be subject to enforcement 

by the Federal Courts. In the past, the courts have enforced the Office requirement of 

good Faith and candor in procuring fee discounts for small enti ty status. For example, in 

\lO See Kings/and v. DO'~fCY, 338 u.s. 318, 319 (1949) e;By reason of the naturc of all application 
for patent, tJ1C relationship of attorneys to the Patcnt Officc requires the highest degr<!c of candor 
and good faith. In its relation to applicants, the Office .. . must rely upon their integrity and deaJ 
with them in a spirit of trust and confidence . ..."). 

'I 37 erR § 1.56 ("Each individual associated with the riling and prosecution of a patent 
applicat ion has a dUly of candor and good faith in dealing with the Office, which includes a duty 
to disclose to the Office all information known to thai individual to be material to patentability as 
defined in this sect ion. " (emphasis added». 

92 Patelfl and Trademark Office Implementation of 37 CFR Sec. 1.56. \095 OFF. GAl. PAT. & 
TRADEMARK OFFICE 16 (Oct. II , 1988) (''The Ornee is not the best forum in which to determine 
whether there was an ' intent to mislead', such intent is best determined when the trier of fact can 
observe demeanor of witnesses subjected to cross·examillation. . .. A court, with subpoena 
power, is presently the best forum to consider duty of disclosure isslles . . .."). 
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2003, the Federal Circuit in ULead Sys., fllc. v. Lex Compute,. & Mgmf Corp. affinned a 

di stri ct coun holding of patent unenforceability under tbe doctrine of inequitable conduct 

for fraudulently utilizing small enti ty maintenance fees: 

Historically issues of unenforceab ili ty have arisen in cases involving 
inequitable conduct occurring in the prosecution of patents. But, we see no 
reason why the doctrine should not extend into other contexts, like the 
present one, where the allegation is that inequitable conduct has occurred 
after the patent has issued and during the course of establishing and paying 
the appropriate maintenance fcc. In this context, it is equall y important 
that the PTO receive accurate infomlation from those who practice before 
.9]
It. 

Si milarl y, in 2007, the Federal Circuit in Nilssen v. Osram Sylvania, inc., again affinned 

a holding of patent unenforceabilty for deliberate misrepresentati on of small enti ty status 

for maintenance fees, while commenting that it " is not strictly speaking inequitable 

conduct in the prosecution of a patenl. ,,94 Although the Federal Circuit 's ell banc opinion 

in Therasel/se. inc. v. Beclon, Dickinson alld Co., 649 F.3d 1276 (Fed. Cir. 2011) made 

signi ficant pronouncements regarding the law of inequitable conduct, the Federal Courts 

should still possess sufficient authority for effectively enforcing the Office's proposed 

new regulations. Thus, for example, while Therascnse app lied a new «but-for" test for 

materiality under the inequitable conduct doctrine, it recognized an exception for 

"affirmative egregious misconduct .,,9s 

93 ULead Sys., Inc. v. Lex Computer & Mglllf COlp., 351 F.3d 1139, 1144 (Fed. Cir. 2003) 
(citations omitted). 

94 NiJssell v. Osram Sylvallia, II/C., 504 F.3d 1223, 1231 (Fed. Cir. 2007) ("While a 
misrepresentation of small entity status is not strictly speaking inequitable conduct in the 
prosecution of a patent, as the patent has already issued if maintenance fees arc payable 
(excepting an issue fee), it is not beyond the authority of a district court to hold a patent 
unenforceable for inequitable conduct in misrepresenting one's status as justifying small entity 
maintenance payments."). 

" 649 F.ld at 1292. 
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Consequently, the courts will have, as they always do, inherent power to redress 

failures of compliance. In a particular case, the effect of non-compliance will depend on 

the precise wording of the ultimate rules on ownership transparency- e.g., whether they 

contain a provision similar to that in 37 eFR § 1.27(h) concerning attempted fraud 

through intentional non-compli ance-------and the final detenn ination will depend on the 

totality of prevailing circumstances, which will be developed after an opportunity for full 

discovery on the matter. fBM believes that the Federal Courts are best equipped to 

fash ion appropriate remedies for enforcing the proposed Office regulations , as they are 

ultimately promulgated. 

6. Responses 10 Office Questions 

(1 ) Is there any reason that the mandatory disclosure of any assignee or assignees 
should not take place at the time of application fiJing? 

No. The identity of the assignee will be important for detennining what quali fies 
as prior art under 35 U.S.C. § I03(c) and new § 102. Requiring appl icants to disclose 
this infonnation from the outset should enhance the efficiency of examination and reduce 
pendency times, particularly because the infonnatiol1 is un iquely in the hands of the 
applicants. 

(2) \\' auld it be in the public interest for the USPTO to obtain from applicants 
updated identification of the assignee at the time of allowance, e.g. in response to the 
Notice of Allowance? 

Yes. For the reasons stated above. this would allow the Office to di sseminate this 
updated information to the publ ic, fac ilitate use of post-issuance proceedings, and 
improve the efficiency of the [P marketplace. 

Are there limitations 011 the USPTO's rights and powers to require the reporting 
of sucb information? 

No. As explained above, each of the proposed amendments is well within the 
Office's rulemaking authority, supported by a statutory grant of authority, and consistent 
with case law. 
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(3) "Vould it be in the public interest for the USPTO ("0 obtain from applicants 
updated identification of the assignee during prosecution of the application? 

Yes, The identi ty of the assignee is requi red for detennining what qualifies as 
prior art under 35 U.S.C. § 103(c) and new § 102. Up-to-date information regarding the 
assignee will aid the Office in examining applications and members of the public in 
exercising their rights under the pre-issuance provisions of the AlA. As also explained, it 
wi ll help reduce pcndeney times and improve the public 's access to patcnt infonnation. 

Are there limitations on the USPTO's rights and powers to require the reporting 
of such information? 

Not as proposed in the Notice. As explained above, each of the proposed 
amendments is well within the Office's nilemaking authority, supported by a statutory 
grant of authority, and consistent with case law. 

Should tbe US PTO consider requiring the identification of aSSignment changes 
after filing date for inclusion 011 the patent application publication (PGPub)? 

Yes. Publication of this infonnation will allow third part ies to intelligently 
exercise their rights under the pre-issuance provisions of the AlA. As explained above, it 
is also necessary fo r proper search and examination cflbrts by the examiner, and for 
bringing post-issuance challenges based 0 11 prior art that may include pending 
appl ications. 

At what time should changes be recorded relative to the assignment, and what 
arc the appropriate consequences of non-compliance? 

iBM believes that " timely identification" as specifically called out in proposed 
amendment (4) wi th respect to entity size should be suffi cient for any change in assignee. 
As to enforcement, the Office likely needs to take no further action beyond the general 
imposition of the "duty of candor and good faith" undcr 37 CFR § 1.56. Other 
enforcement of these regulations can be left to the Federal Courts, as indicated above 
with respect to 37 CFR § 1.27(h). 

(4) \Vould it be in the public interest for the USJYfO to obtain from applicants 
updnted identification of the assignee after issue of the patent? 

Yes. This infonnation is required to identify the scope of prior art applicable to 
pending applications owned by both the " new" and "old" assignees under 35 U.S.C. § 
103(c) and new § 102; it improves the efficiency of the IP marketplace; it fulfi ll s the 
Office' s obligation to assure full access by the public to, and dissemination of, patent and 
trademark infonnation; and it allows the public to intelligently exercise its rights under 
the post-issuance procedures of the AlA. 
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Arc the re limitations on the USPTO's rights and powers to require the reporting 
of such information? 

Not as proposed in the Noticc. As explained above. each of the proposed 
amendments is well within the Office's rulemaking authority, supported by a statutory 
grant of authority, and consistent with case law. 

At wha t time should such identification be made to the Office relative to a 
change? 

IBM believes that "timely identification" as specified in proposed amendment (4) 
with respect to en tity size should be suffi cien t for any change in assignee. The goal 
should be the submission and recordation of complete, accurate and current ownership 
infonnation, including identification of the real-party-in-interest. 

Should the USPTO consider requiring the identification of assignment changes 
during the maintenance period of the patent right, i. e., after grant, but prior to 
patent expiration? 

Yes. This information is requ ired to identify the scope of prior art applicable to 
pending applications owned by both the " new" and "old" assignee under 35 U.S.C. § 
I03(c) and new § 102; improves lhe efficiency of the IP marketplace; it fulfills the 
Office's obligation to assure fu ll access by the publ ic to, and dissemination of, patent and 
trademark infomlation; and allows the public to intelligently exercise its rights under the 
post-issuance procedures of the AlA. 

What are the appropriate consequences of non-compliance? 

The Office likely needs to take no further action beyond the general imposition of 
the "duty of candor and good faith" under Suprcme Court precedent and 37 CFR § 1.56. 
Other enforcement of these regulations should be left to the Federal Courts. 

(5) To accompljsh adequate and timely recording, are changes to Agency regulations 
necessa ry? 

Yes. 

"Vhat arc the most effective and appropriate means for the USPTO to provide 
the public with :1 timely and accurate record of the assignment of patent rights and 
the assignee? 

IBM strongly supports the amendm ents proposed by the Office. In addition, LBM 
suggests that requiring identification and update of the real-party-in-interest after 
issuance will promote transparency and improve the functioning of the IP marketplace. 
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(6) Would it help the USPTO's goal of collecting more updated assignment 
information if 37 CFR 1.27(g)(2) were amended to require identification of any new 
ownership rights thai caused the application or issued patent to lose entitlement to 
small entity status? 

Yes. 

(7) Given the passage of the America Invents Act, is it proper for the Office to 
provide for financial inccntives for disclosure of assignment information by way of 
discounts in fee payments? 

Yes. Such discounts will provide both an incentive to comply and allow the 
Federal Courts to provide a strong detcrrent to fraudulent procurement of these discounts. 
IBM believes that the earlier experiences with discounts offered to small entitics amply 
demonstrate that economic incentives like the proposed discounts will be effective. 

For example, would it be morc likely for patentees to update assignmcnt 
information and record aSSignment doculIlents on in-force patents if a muintcnance
fee discount were available in return ? 

Yes. The cost of maintenance fees is an important consideration for all patent 
holders. 1t is important that any such discounts be sufficient to offset the administrative 
expense of providing these updates. In addition, the existence of a discount will likely 
provide the Federal Courts with the discretion to severely penalize any patent holder who 
fraudulently obtains such discounts. 

What are the appropriate consequences for failure to provide accurate 
information when accepting such a discount? 

IBM suggests that the Office promulgate regulations requiring the patent owner to 
submit an affidavit in order to qual ify for such discounts and amend 37 CFR § 1.27(h) to 
explicitly define improper attempts to secure these discounts as fraud or attempted fraud 
on the Office as the existing regulations do with respect to small-entity discounts.96 

Together, these two changes will make it most likely that the Federal Courts can 
adequately police these regu lations under existing precedents, as explained in the 
enforcement section above. 

(8) lo order to provide a more complete record for transactional purposes, what 
changes do you recommend that USPTO make in its requirements or i.ncentives 
relating to the disclosure of assignment information during the patent application 
process and for issued in-force patents? 

.. See 37 CFR § 1.27(h). 
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IBM strongly supports the amendments proposed by the Office. In addition, IBM 
suggests that requiring identification and update of the real-party-in-interest after 
issuance will promote transparency and improve the functioning of the IP marketplace. 

Conclusion 

IBM thanks the Office for providing the opportunity to submit comments on the 

proposed rule changes for eliciting more complete patent assignment information. We 

look forward to working with the Office 10 achieve its important goal of improving 

transparency in the patent system. 

Respectfully submitted, 

Manny W. Schecter 
Chief Patent Counsel 
Intellectual Property Law 
IBM Corporation 
schcctcr@us.ibm.colll 
Voice: 914-765-4260 
Fax: 914-765-4290 

Marian Undcl-weiser 
Intellcctual Property Law Counsel 
IBM Corporation 
mundcrw@us.ibm.com 
Voice: 914-765-4403 
Fax: 914-765-4290 
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January 23, 2012 

Via Electronic Mail 
sa urabh. vishnu bhakat@uspto.gov 

Saurabh Vishnubhakat, Attorney Advisor 
Office of Chief Economist 
Uni ted States Patent and Trademark Office 
Mail Stop External Affairs 
P.O. Box 1450 
Alexandria, VA 22313- 1450 

IBM Corporation Comments in response to the Notice entitled "Request for Comments 
011 Eliciting More Complete Patent Assignment Infannatian," 26 Fed. Reg. 72372 (Nov. 
23 ,2011) (the "Notice"). 

IBM appreciates the opportunity afforded by the United States Patent and 

Trademark Office (the "Office") (0 provide IBM 's views regarding proposed changes to 

37 CFR for eliciting more complete patent assib'l1ment infonnation by the Office. 

IBM's comments begin with a general discussion of the importance of providing 

complete ownership infonnation, and authority for the Office to require it, before 

specifically address ing the proposed rule changes and questions raised in thi s Notice. In 

particular, fBM will address (1) reasons why patent assignee transparency is beneficial 

and necessary; (2) how identification of tile ultimate parent would promote transparency; 

(3) the bases for the Office's authority to promulgate these rule changes; (4) the specific 

amendments proposed by the Office; (5) ways these new rules could be enforced; and (6) 

the specific questions raised by the Office. 

mailto:saurabh.vishnubhakat@uspto.gov


I. Patelll Assignee Transparency Is Necessaty 

rEM unequivocally supports (he Office's goal of obtaining and recording up-to

date infonnation which reflects complete and accurate ownership of patent applications 

and issued patents. As we explain, the avai lability of complete, current and accurate 

ownership infomlation will not only enhance the Office's ability to perform its 

statutorily-mandated duty of properly examining pending applications and issued 

patents,1 but it will also benefit members of the public in managing important business 

affairs that are essential for promoting and expanding domestic and international 

commerce,2 which is increasingly influenced by intellectual property ("IP") rights-

particularly patent rights-in the marketplace.) These business activities are uniquely 

within the purview of the Commerce Department, with the di spos ition of patent matters 

exclusively delegated to the Office.4 

It has long been acknowledged that patents are "affected with the public 

interesl."s A patent conveys the very powerful right to exclude others from practicing the 

claimed invention. but that right comes with a corresponding obligation-namely, to 

I See 35 U.S.C. § 2(a)(l) ("The United States Patent and Trademark Office, subject to the policy 
direction of the Secretary of Commerce . ... shall be responsible ror the granting and issuing of 
patents and the registration of trademarks"). 

2 See 15 U.S.c. § 1512 (,·It shall be the province and duty of [the Commerce] Department to 
foster, promotc, and develop tbe foreign and domestic commerce ... ,"). 

3 See, e.g. , Ryan Dezember & Gina Chon, Year in Deals: Patents and Pipelines, WALL ST. )., 
Dec. 28, 20 II , also available at http://blogs.wsj.comldealjoumalindial20111l2l28/year-in-deals
patents-and-pipelines! ; Suzanne Cunningham, Update: Mobile Patent Sl/it.~ - Graphic of fhe 
Day, THOMSON REUTERS THE KNowLEDGE EFFECT (Aug. 17, 2011), 
http://blog.thomsonreuters.comlindex.php/mobilc-patent-suits-graphic-of-the-day! . 

4 As the Office website acknowledges, "The USIYfO is housed under the United States 
Department of Commerce-the cabinet-level department that promotes U.S. economic 
development and teclmological advancement " 
http://usptocareers.govlPages/WhyWorkiAbout.aspx . 

j Blollder-Tongue Labs., Inc. v. Univ. 0/ 1Il. FOIlIld., 402 U.S. 313, 343 (1971); Precision 
Instrumellf Mfg. Co. \I. AlltomotiveMail/{.Mach.Co.• 324 U.S. 806, 816 (1945). 
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provide the public with proper notice of tlle patented invention.6 Appropriate notice of 

the patent property rights must be clear.7 or the public may opt not to invest in new 

products, research and development, or other innovation endeavors, where there might be 

risk ofinfringement.8 IBM ub'Tees with the Office that proper notice must reveal not only 

the scope and extent of patented inventions, but also the identity of the true owner of 

those patent rights, so the IP marketplace can function at optimum efficiency to 

encourage investment and innovation and "promote the Progress of Science and useful 

Arts ... .',9 

a. Benefit to tile Public 

Under the current system, when an assignment of a patcnt or application is 

recorded, only the entity holding legal title is identified. 1O However, state laws authorize 

companies to create subsidiaries, partnerships, LLCs, and other legal entities that can 

hold title to various assets such as patents. I I 111cse sub-entities and affiliates may not be 

connected in any apparent way to their corporate parent or other related sub-entities, such 

as by name similarity or some other accessible and searchable public record.12 As one 

6 Festo COlp. v. Shoketsu Kinzokll Kogyo KahlishiJd Co., 535 U.S. 722, 730--31 (2002) ("[L]ike 
any property right, its boundaries should be clear . . .. A palent holder should know what be owns, 
and the public should b.'now what he does not."). 

7 /d. ("This clarity is essential to promote progress, because il enables efficient investmelll in 
innovation."). 

S Bonito BOllIS, Inc. v. Thl/flder Craft Boats. hIe., 489 U.S. 141, 150-51 (1989). 

9 U.S. CONST. art. I, § 8, cl. 8. 

1(1 Patents and patent applications have the allributes of personal property and are freely 
transferable. See 35 U.S.C. § 261. 

II See. e.g., N.Y. 8.S.C. Law § 202(a)(15) (pennitting a corporation "[1]0 be a promoter, partner, 
member, associate or manager of other business enterprises or ventures, or to the extent pennilted 
in any other jurisdiction 10 be an incorporator of other corporations of any type or kind"). 

12 See Federal Trade COllunission, The Evolving IP Marketplace: Aligning Parelll Notice (llld 
Remedies with Competition, at 130 (Mar. 2011) (the "FTC Report") ("Testimony suggested that 
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commentator observed, "[DJue to the multiple ways a company can be referred to, and 

the 'games' companies play in order to hide their patent holding[s], detennining 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."I ) When the chain of 

title involves one or more LLCs, as is increasingly occurring in patent litigation,14 the 

difficulties in identifying all the entities in a corporate family arc further exacerbated

"[t]he LLC is a nearly perfect corporate foml ... as most jurisdictions offer maximum 

privacy for businesses of tlus fonn."ls Thus, a corporation may control multiple 

portfolios of patents through vanous subsidiaries having no clearly-discemable 

relationship to one another. 16 

While certain business concerns unrelated to patent ownership may favor 

allowing such use of subsidiary entities, the usc of such subsidiaries does serve to 

obscure infonnation about patent assets, to the detriment of the public interest. For 

example, if a member of the public (or an examiner) were to search the Office's publicJy

available assignment database, he or she would be unable to detennine the complete 

partics often fail 10 report assignments to the "PTO or list 'shell companies' as assib'11eeS, ' making 
it as difficult as possible, apparently, to trace baek to the true assignee of tile patenL'" (footnotes 
omitted», available (I( hUp:/Iwww.fie.gov/osl2011 /03/110307patenlreport.pdf; see Colleen V. 
Chien, From Arms Race to Marketplace, 62 HASTINGS L.J. 297, 319 (2010). 

13 Colleen V. Chien, Predicting Patent Litigation, 90 TEX. L. R EV. 283, 313 (Dec. 2011) 
(footnotes omitted); see also FTC Report at 130. 

14 Torn Ewing, bulil-ecl £"ploilation of intel/ectllaJ Property Rights by C01poratiolls alld 
investors: IP Privateeril1g and Modem Letters of Marque and Reprisal, 4 HASTINGS SCI. & 
TECH. L.J. 1,40 (Winter 2012) ("'observing lhat, "[f]rom January 2008 until September 2010, 
some 448 companies with the LLC fonn filed one or more patent lawsuits" against nearly 4500 
total defendants). 

15 See id. 

16 See id. at 30- 74. 
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ownership picture of patent rights wherc the corporation has distributed legal title to the 

various patents in its portfolio among multiple sub-entities. Thus. a product developer 

desiring a license to some or all of these patents is at a di stinct disadvantage when facing 

such an uncertain landscape of patent ownership. 17 

Product developers should be able to locate reliable and current patent ownership 

infonnation to detennine whether and from whom a li cense is needed or desired, and to 

guide research, development, and marketing efforts. For example, should a product-

developer wish to obtain a license under a particular patent that would otherwise present 

a barrier to entry, it needs accurate ownership infonnation to detennine if, for example, 

the developer may already be li censed under the patent based on an existing license with 

the current owner or a previous owncr,u If such pre-existing license is absent, it will be 

difficult for a developer to evaluate whether it could obtain a license under reasonable 

tenns if it cannot identify the proper patent owner. 19 And, as described above, if a 

corporate patentee's subsidiaries or affiliates control rights to other relevant patents, it 

will be diffi cult (and perhaps impossible) for the developer to ascertain the full extent of 

that corporation's portfolio.2o The resulting uncertainty could very well impede, and may 

possibly be intended to prevent, the developer from securing a comprehensive li cense and 

17 See Chien, Arms Race, supra note 12, a1320 (recognizing that with regard to patent ownership 
and assignment information, and the proliferation of affiliates, subsidiaries, and holding 
companies, "the opacity of the market creates information asymmetries and opportunities for 
arbitrage"); id. at 351 (concluding that "patentees use secrecy to increase hold-up, a tcml that 
refers to inOmion in the bargaining power of a patentee due to choices made by the accused prior 
(0 the time of bargaining."). 

I! See FTC Report at 130- 31. 

19 See id. The FTC Report also points out that lack of assignee infonnation thwarts those who 
wish to clear a product potentially covered by many patents, by focusing on particular assignees 
who may be of high risk for enforcemcnl. 

20 See supra notes 12- 16 and accompanying text. 
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obtain the freedom to operate needed for market introduction. There is no current 

mechanism for the developer to independently discover or verify the full scope of the 

corporation 's patent portfo lio in a time- or cost-effective fashion ?] If the developer is 

incorrect about the extent of portfolio ownership, the developer may overpay for a license 

or unknowingly enter the market without appropriate license protection, resulting in 

unexpected licensing costs and/or infringement liability. TIle corporation's ability to 

distribute a portfolio of patents among many sub-entities, while shielding its full 

holdings, places innovators at a significant disadvantage because they may make 

decisions based on incomplete infonnation or ignorance. 22 

As a result of incomplete or inaccurate ownership information, and the potential 

fo r unnecessary transaction costs and ri sks, developers may ultimately decide to refrain 

from entering the market completely.23 Simi larl y, the lack of comprehensive patent 

ownership information enables patentees to conceal relevant patents until long after a 

developer's product is on the market, at which ti me a patent owner 's leverage over the 

developer will increase dramatically because of the substantial investment already made 

by, and the potential monetary exposure of, the developer. 24 TIle patentee's continuing 

ability to shield the full scope of its holdings thus places the developer/potenti al licensee 

21 See id. 

n See supra note 17. 

2J lncomplete infomlation creates transaction costs that interfere with marketplace efficiency and 
could prevent parties from entering into licenses. See generally CARL SHAPIRO & HAL R. 
VARIAN, iNFORMATION RULES: A STRATEGIC GUIDE TO THE NETIVORK ECONOMY (1998) . 

24 See supra nole 17. Similar concems for protecting the public from enforcemenl of patent 
claims whose issuance is delayed until long aftcr commercial development arc addressed by the 
recently-revived doctrine of prosecution laches. See, e.g., Symbol Techs. Inc. v. Leme/soll Med., 
277 F.3d 1361 (Fed. C ir. 2002). 
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at a significant disadvantage throughout the entire lifecycle of its product?S '-n either 

event, the increased costs sustained by the developer will necessarily be borne by the 

public as consumers, either through increased prices to offset licensing or litigation costs 

or through decreased competition when products are never brought to market.26 TIle 

ultimate consequence will have a significant negative impact on commerce and the IP 

marketplace. 

b. Benefit to the Office 

It is equally imperati ve that the Office have complete patent or patent application 

ownership information in order to discharge its statutorily-mandated examination 

responsibilities. While true under current law, it is even more compelling following the 

changes being implemented under the recently-enacted America Invents Act ("AlA"). If 

the entity holding legal title to a patent application is an affiliate in a larger corporate 

structure, a prior art use or sale by another entity in that structure will be much easier to 

identify if the Office is aware of the affiliate's corporate parent. An examiner's search 

strategy may include ownership information because, first , an important means for 

identifying relevant prior art is to search for art owned by or originating from the same 

assignees; and second, the prior art status of a publication, disclosure, use/sale, patent or 

application depends in part upon owncrship.21 Under current 35 USC § I03(c) and new 

section 102, exceptions exist for certain prior art having common ownership with a 

25 See id. 

26 TIlese increased costs are U1~ustified because they result from an infonnation asymmetry 
regarding the ownership of the patents and the extent or the portrolio, not any inherent va lue or 
t.he patents themselves. See. e.g., Chien, supra nOle 12, at 300--02. 

27 See US PTO Notice or Proposed Rulemaking, Changes to Implement the Invel/for's Oath or 
Declaratiol! Provision oj the Leahy-Smith Americ(l Invenls ACI, 77 Fed. Reg. 982, 984 (Jan. 6, 
2012) ("The Office ... needs to know the identity of the inventors to detennine what prior art 
may bc applied against the claimed invention or whether to issue a double-patenting rejection."). 
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pending applieation.28 The Office needs accurate assignee infonnation before evaluating 

the patentability of a claim so that it can avoid improper rejections based on a reference 

that is, in fact , commonly owned. Similarly, accurate ownership infonnation is required 

to detennine if a double·patenting rejection is appropriate and/or if it can be overcome 

with a tenninal disclaimer.29 Inaccurate or incom plete assignee infonnation will thus 

frustrate the Office's abi lity to conduct examinations in accordance with statutory 

requirements by hindering identification of the bcst proper prior art. 30 

The Office also needs accurate infonnation regarding entity-size to dctennine if 

an applicant or patentee is entitled to small entity discounts, both during prosecution and 

after ·Issuance. 31 Congress recognized the continued importance of reduced fees as 

incentives for encouraging and protecting innovation through patent filings from small 

businesses and independent inventors by adding, in the AlA, a new "micro entity" 

28 See 35 U.S.C. § 103(c) and AIA (l·l R. 1249. Leahy·Smith America lnvents Act) § 3(b)(I) (new 
35 U.S.C. § 102(b), exceptions to prior art for commonly-owned appl ications and patents). 

29 While common ownership infonnation may primarily help applicants "disqualify" prior art, it 
is possible that a reference may appear on its face to be commonly owned as a result of improper 
or missing identification of tile true assignee. See 35 U.S.C. § 103(c). 

30 Although "conunon ownership" creates certain exceptions fo r patent prior art, applicants 
typically do not reveal this information unless and until faced with a specific rejection they seek 
to obviate. which allows applicants, under current regulations, to take advantage of the 
negotiation leverage described supra even at the expense of allowing a rejection to stand. 
Because such infonnation is uniquely in the possession of the assignee, and because it is required 
for the Office to properly examine applications, it follows that the assignee should provide this 
illfonnatioll to the Office up· front to avoid inefficiencies and make it possible for the examiner to 
obtain the closest prior art. For all the reasons described in tllis paper, including providing proper 
notice to the public, patent owners should not have the option of sacrificing claim scope to 
preserve anonymity. Prompt disclosure of current ownership infomlation will increase 
examination efficiency and reduce pendency, benefiting both the Office and applicants, because 
examiners will be better equipped to find the closest prior an, to avoid unnecessary office 
communications, and lost time wailing for applicants to respond to a rejection by asserting 
common ownership under MPEP 702.02(1)(2). 

3! See 35 U.S.C. § 41(h)(I) and MPEP 509.02. Fees which arc reduced include: basic filing fee, 
search ft.'C, examinat ion fcc, application size fee, excess claims fees, and maintenance fees, 
among others. MPEP 509.02. 
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category of appl icants/patentees with lower thresholds for income and number of 

cmployees.J2 Compliance with these statutory requirements is thus an important 

component of a well-balanced patent system that depends on accurate and up-to·date 

assignee infonnation. 

The ALA also expands the public's right to contribute to the examination process 

by, iflfer alia, (I) allowing submission of prior art and commentary during patent 

prosecution; (2) creating new post-grant review proceedings; and (3) amending inler 

partes reex;lInination.J3 The public cannot in telligently exercise these new rights (or 

existing ones such as through ex parte reexamination) without proper infonnation 

concerning the owner of the patent or patent application. Even the basic threshold 

decision of whether to pursue these proceedings requires correct identification of the 

patent owner.14 Prompt availability of accurate ownership identification is particularly 

critical for pre-issuance submissions and post-grant review because these proceedings 

have limited time windows.J5 

The imbalance between the iI1leresl's of the public and the patentee created by a 

lack of accurate patent ownership infomlation is readily apparent in the post-issuance 

.l! See AlA §§ IO(b) (setting forth reduced fees for "Small and Micro Entities") 10(g) ("§ 123. 
Micro entity defined"). 

Jl See ALA § 8, pp. 32-33 (preissuance submissions by third panics), § 6(d), pp. 22-28 (new post 
grant review process), § 6(a), pp. 16-21 (new illfer paries review). TIle AlA leaves intact ex 
parfe reexamination and also creates a new "Transitional Program For Covered Business Mcthod 
PalenlS." AlA § 18, pp. 46-48. 

j.( See FTC Report at pp. 130-31 & n.333. 

Jj Preissunnce submission must be "made in writing before the earlier of - (A) the date a notice of 
allowance under section 252 is given or mailed ill the application for patent; or (8) lhe Ialer of 
(i) 6 months ai1cr lhe date on which the appl ication for palent is first published under section 122 
by the Office, or (ii) the date of the first rejection under section 132 of any elaim by the examiner 
during the examination of the application for patent." AlA, § 8(a), pp. 32- 33. A Post-Grant 
Rcview peti tion "may only be filed not later thnn the date that is 9 months after the date or the 
grant of the patent or o f the issuance ofa reissue palent (as the crise may be)." AlA, § 6(d), p. 23. 
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proceedings under the AlA. The AlA reqUI res identification of the petitioner's real

. . ]6
partY-IIl-mterest for post-grant review and illfer partes revIew. TIle inclusion of this 

new requirement was controversial, as the prospective challenger would effectively 

identify itselfas a target for an infringement allegation.37 Some have argued that the real

party- ill-interest requirement for challengers is needed to avoid conflicts of interest at the 

38PTO. This would be equally true for patentees and for applicants. Others argued that 

the real-party-in-i nterest requirement is needed to prevent harassment by challengers 

.16 IDM will provide further views on defining the assignee's real-party-in-interest as the Office 
invited in the Notice. See section 2, illfra. 

37 E.g., Ben M. Davidson, Ree..mmilling Reexamillalions: Reexalllinaliolls May Become a More 
Powerfll! Tool in Parent Litigatioll ill Light of 'he Nelli Patent Law, 34 Los ANGELES LAWYER 
26,30 (Dec. 2011) ("'Although postgrant review offers a less expensive way to challenge the 
validity of a patent, it is not without its risks. A company seeking such a review must identify 
itself and any other real parties in imerest. An unsuccessful PTO challenge may therefore identify 
the challenger as a target of patent litigation."); Steven G. Kunin & W. Todd Baker, Inter Partes 
Reexamination Overview, Trends alld Strategies, 991 PLlIPAT 85, 95 (Jan.- Mar. 2010) ("The 
third party must also consider the risks of inter partes reexamination. This includes the need to 
disclose his or her identity when fi ling for an inler partes reexamination and the consequent 
chance that it will be an opportunity for the patent owner to target the third party as a possible 
infringer."); Ronald A. Bleeker & Nikolas J. Uhlir, A Small Charge of Injringeme1lt: Strategic 
Alternatives for Nanotech Parent Defendanls, 4 NANOTECHNOLOGY L. & Bus. 433, 443 (Winter 
2007) ("However, several factors weigh heavily against the usc of inler paries reexamination. 
First, as implied above, infer p(lrles procedure requires the requestor to identify itself. Of coursc, 
i.n the case of a nanomatcrials company that has already been confronted by an aggressive patent 
owner, the lack of anonymity presents no true disadvantage. However, for the undetected 
nanotcch company, requesting infer parIes reexamination of a patent of eonccrn sends a clear 
message to the patentee that the requestor may be a ripe targct for an infringement action."); see 
also Kunin & Baker, supra, al 95 ("Additionally, the estoppel provisions of inter panes 
reexaminations might prevent an accused infringer or defendant from raising ccrtain defenses in 
litigation which were made or could have been made during inter partes reexamination. Thus, 
third parties generally file for inter partes reexamination only if they are confident that they have 
identified most or all of the closest patents and publications that can be used to reject original 
patent claims as tacking novelty or being obvious."). 

l8 See MPEP 1205.02 ("The identificat ion of the real party in interest allows members of the 
Board to comply with ethics regulations associated wi. th working in malters in which the member 
has a financial interest to avoid any potential conflict of interest. When an application is assigned 
to a subsidiary corporation, the real party in interest is both the assib,'11ee and either the parent 
corporation or corporations, in the case ofjoint ventures.") . 
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bringing serial petitions. 39 But without full disclosure of the patentee's real-party-in

interest, a product developer can be seriall y harassed by piecemeal patent assertions 

through a corporation 's shell entities and subsidiaries, without ever knowing the full 

scope of the corporation's patent holdings.4o In addition, discovery in post-issuance 

proceedings will often require the availability of infomlation in the possession of the 

patentee, such as prior use or sale for post-grant review proceedings.41 However, it will 

be difficult for the challenger to obtain complete infomlation, or even know that it has 

complete infonnation, if the real-party-in-interest is not known. The challenger will be 

unable to fomlUlatc a fu lly-infonncd challenge if it can not obtain complete ownership 

infonnation, because, for example, the extent of relevant prior art may not be accurately 

identifiable (such as whether an item of art is commonly owned).42 Lack of assignee 

transparency for all issued patents undennines full and efficient use of the new and/or 

expanded low-cost litigation alternatives for validity challenges, and similarly defeats one 

of the important goals endorsed by Congress when enacting the AlA. 

J9 11ms, the AlA contains various checks on chaUengers to limit subsequent challenges by the 
same challenger against the same patent. See, e.g., AlA §§ 3IS(e), 32S(e). 

40 For example, a patent owner wbo is a subs idiary may sue for infringement. After judgment or 
settlement, the parent company or another subsi diary or affiliate may assert (either in court or in 
licensing negotiations) that the same product developer needs a license to a previously 
unidentified- and unidentifiable-palent owned by a different entity in the corporate family. 
Thc product developcr has no way of achieving "peace." The product devclopcr is then incapable 
of fonnulating an intelligent strategy for operating its business, let alone for using post-issuance 
challenges, such as decid ing which patents among an assignee's portfolio are the most important 
ones to challenge to obtain freedom to operate. The challenger may not even know if it wishes to 
challenge a particular patent because it may think it is licensed. See FTC Report at 130- 31. 

41 See AlA, § 6(a), at p. 19 (§ 316(a)(S), Inler ParIes Reexamination); AlA, §6(d), p. 25 (§ 
326)(a)(5), Post-Grant Review). 

~ SeeFTCReporlat 130-31 . " 
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2. Idellfijicatiol1 ofthe "Ultimate Parent" Would Promole Transparency 

rEM believes that the goal of accurate ownership information can be further 

advanced by defining the real-party-in-interest to include both the entity having legal title 

to the patent or patent application and the "ultimate parent" of that entity, if one exists, 

where the ultimate parent is defined as the entity in the title holder's ownership chain that 

is not controlled by any other entity.43 Identification of the ultimate parent would allow 

the public to readily detennine necessary ownership information. As discussed above, a 

corporate parent may have a number of patent holding sub-entities and/or affiliates. If 

the sub-enti ty or affiliate patent-holder also identifies its "ultimate parent", a potential 

licensee will be able to detemline the full scope of rights associated with that ultimate 

parent, and thus wi ll be able to properly evaluate its licensing needs and costs. TIlis 

information will enable the public to identify patents or applications of interest for 

licensing, pre-issuance submissions or post-issuance challenges, and to investigate IP 

marketplace issucs such as the likelihood of obtaining a license or whether the patent is 

already liccllsed. 44 

Identification of the ultimate parent also serves the needs of the Office. 

Examiners will be able to perform effective searches to find prior art such as prior uses or 

sales associated with the owner. The examiner could thus limit searches to true prior art 

43 See 16 eFR § 801.1(a) (defining "ultimate parent entity" as "an entity which is not conlrolled 
by any other entity") and examples contained therein. Our proposal is directed only to 
identification of the legal title holder's ultimate parent entity, if one exists. We do not mean to 
suggest any change in who does or can hold legal title to a patent or application. 

44 Compare to the current situation, where assignments are oftell not recorded al all or recorded in 
the name of Ushell companies," making it diffjcult to identify the actual owner of the patent at any 
time in the lifecycle of the patent. See FTC Report al J30. 
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as required , and similarly avoid wasting time evaluating pending claims III light of 

references that do not qualify as prior art. 

In the FTC's comprehensive IP marketplace report, the only patentee complaint 

identified by the FTC with respect to revealing ownership infonnation involved the 

potential to expose business strategies. 45 Any such burden placed on those patent owner

transferors by the revelation of business strategies inherent in the identity of the ultimate 

parent of an assignee is far outweighed by the public 's and Office's needs to obtain 

h· . f'. • 46 accurate patent owners tp tnlonnatton. 

3. The Office Has Authority to Make the Proposed Changes 

The new regulations proposed by the Office are procedural requirements that are 

well within its rulemaking authority. Under 35 U.S.c. § 2(b)(2), the Office "may 

establish regulations, not inconsistent with law, which shall govern the conduct of 

proceedings in the Office." This is "the broadest of the Office 's rulemaking powers.'.47 

The Federal Circuit has repeatedly observed that, through this statute, Congress has 

"delegated plenary authority over PTO practice" to the Office.48 

45 FTC Report at 131 & n.336. 

46 Id. at 131; see Stevens v. Tamai, 366 F.3d 1235, 1333 (Fed. Cir. 2004) (''It seems appropriate to 
us that the Office can allocate burdens associated with [its] goal[s} in a reasonable manner not 
inconsistent with the existing statutory scbcme."); see also 35 U.S.C. § 2(b)(2) (setting forth tbe 
Office's authority "to establish rcgulations not inconsistent with law", including, inter alia, to 
"govcrn the conduct of proceedings in the Office", and to "facilitate and expedite the processing 
of patent applications, particularly those whieh can be filed, stored, processed, searched, and 
retrieved electronically"). 

47 Stevens, 366 F.3d at 1333. 

48 Cooper Tech. Co. v, Dlldas, 536 FJd 1330, 1335 (Fed. Cir. 2008); Stevens, 366 F.3d at 1333; 
Gerrit!J'oll v. Shirai, 979 F.2d 1524, 1527 n.3 (Fed. Cir. 1992). 
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While the Office does not possess substal/live rulemaking powcr,49 these are 

procedural , not substantive rules. In particular, courts have held that a "critical feature" of 

a procedural, non-substantive rule "is that it covers agency actions that do not themselves 

alter the rights or interests of parties, although it may alter the manner in which parties 

present themselves or their viewpoints to the agency."so The proposed amendments 

specified in the Notice will not affect- in any way- the rights or interests of any 

patentee or applicant. 

lndeed, these proposed amendments arc narrower than other Office regulations 

which have survived judicial scrutiny. In Star Fruits , for example, the plaintiff 

challenged 37 eFR § 1.105, which provided that the examiner or other Office employee 

may require the submission of such infonnation as may be reasonably necessary to 

·I or treat t e h matter. 51proper y examine Rule 105 gives individual examiners broad 

discretion to request a variety of types of information. As the Federal Circuit noted, 

"under 37 C.F.R. § 1.105 the Office can require infonnation that does not directly support 

a rcjcction."s2 In dismissing the applicant' s challenge to Rule I 05, the Federal Circuit 

allowed that " the Office can require the applicant to submit such infonnation when it is 

known or readily available."SJ 

The Office is required to provide the public with infonnation about patents, and it 

has for a long time provided the public with assignee infonnatiol1. In particular, 35 

U.S.c. § 41 (i) requires that "[t]he Director shall assure full access by the public to, and 

49 See Merck & Co., Illc. v. Kessler, 80 F.3d 1543, 1549- 50 (Fed. Cir. 1996). 


so JEM Broad. Co. v. FCC, 22 F.3d 320, 326 (D.C. Cir. 1994). 


51 Srar Fruirs v. Ull ited Stares, 393 F.3d 1277, 1280 (Fed. Cir. 2005). 


" III. "1281 - 82. 

53 Id at 1283. 
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dissemination of, patent and trademark infonnation,,,S4 and "shall maintain, for usc by the 

public ... collections of United States patents ... arranged to pennit search for and 

retrieval of infonnation."s5 35 U.S.C. § 41(i) also requires that "[t]he Director shall 

provide for the full deployment of the automated search systems of the Patent and 

Trademark Office so that such systems are available for use by the public . . . using a 

variety of automated methods, including remote access by users to mass storage and 

retrieval systcms."S6 With few exceptions, such as for national security, and pursuant to 

these duties, the Office already provides a publicly-searchable database of assignment 

infonnation.57 In addit ion, the Office penn its public searches of both its published patent 

database58 and published patent application databaseS9 for various fields of assignee 

infomlation.60 However, there is 110 current mechanism to assure that the ownership data 

provided by the Offiee is accurate, complete, or up-to-date.61 " Full access" to data 

" 35 U.S .C. § 41 (i)(2). 

" 35 U.S.C. § 41 (i)( I). 

" 35 U.S .C. § 41(i)(2). 

51 Available at htlp:l/assignmcnts.uspto.gov/assignmcl1tsl?db=pat. 

S8 Available at http://patft.uspto.gov/netahtml/PTO/search-adv.htm. 

59 Available at http://appft.usplo.gov/nctahtmVPTO/scarch-adv.html . 

60 Both the published patent and patent application databases already pennits searching by. and 
provide search fields for, Assignee Name. Assignee City, Assignee State, and Assignee Country. 
See http://www.uspto.gov/patft/help/helpflds.UlJl1 (describi.ng these fields for the Patent FuB-Text 
Database, supra note 59 and accompanying text) and 
http://appft.uspto.gov/netahtmllPTO/helplhelpflds.html (describing these fields for the Published 
Application Full-Tcxt Databasc, supra note 58 and accompanying text). 

61 See http://appft.uspto.gov/nctahtmllPTO/helplhclpflds.html (explaining that the infonnation in 
the Assignee Name, Assignee City, Assif,.'11ee State, and Assignec Country fields is provided ror 
published applications as of the time of the publication), 
http://www.uspto.gov/patftlhclplhelpflds.htm (explaining that the infommtion in the Assignee 
Name, Assignee City, Assignee State, and Assignee Country is provided for published patents as 
of the lime of issuance). 
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necessarily reqUires that the information is accurate, complete, and up-to-date; the 

"infonnation" provided to the public should not be misinfonnation.62 

As detailed further below, the proposed rule changes are appropriate and do not 

substantively change the law, nor deprive individuals and patent owners of their 

substanti ve rights, nor "foreclose effective opportunities" provided under the present 

statute.63 To the contrary, the new rules are fully consistent with-and indeed will 

improve the functioning of- the statutory rights of bona fide purchasers for value, 

protected under 35 U .S.C. § 261, and the statutory rights of the public to "full access ... 

to ... patent and trademark infomlation" required by 35 U.S.C. § 41(i).64 

In fonnulating final rules, we strongly urge the Office to include an opportunity 

for applicants and patentees to "cure" any errors in compliance. Such errors may occur 

for a number of reasons, and may often be administrative error. For example, in complex 

transactions where patent or application assignments are only one aspect, assignees may 

be faced with administrative difficulties complying with a variety of requirements 

associated with the transaction. We believe that the Office should allow extensions of 

time for recordation and correction ofinfomlation as appropriate. 

62 Accurate, complete, and up-to-date infonnation includes the identity of the ultimate parent or 
real-party-i n-interesl. 

63 See Lamoille Valley R.R. Co. v. ICC, 711 F .2d 295, 328 (D.C. CiT. 1983); see also JEM Broad. 
Co., 22 F.3d at 326--28 . 

64 To the extent that these proposed new regulations are adopted, any judicial review of them 
would be carried out under Lbe deferential framework of the Supreme Court's decision in 
Chevron USA .. llIc. v. Naruml Resources Defense COlll/cil, 467 U.S. 837, 844 (1984) (,'We have 
long recognized that considerable weight should be accorded to an executive department's 
construction of a statutory scheme il is entrusted to administer, and the principle of deference 10 
administrative interpretations."). See Lacal'era v. Dudas, 441 F.3d 1380, 1383 (Fed. Cir. 2006) 
("Because the PTO is specifica lly charged with administering this statute, we analyze a challenge 
to the statutory authority of its rCb'lllations under the Chevron framework."). 
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Thus, the proposed rules will not act to deprive owners of rights aJready granted 

under the law, but will instead aid in preserving their rights, and will also enhance the 

public's access rights to patent infomlation. The PTO is fully authorized to adopt such 

procedures which serve to strengthen rights of patent owners and the public already 

provided in the statutes. 

4. Specific Amendments Proposed by the q lfice 


Proposed Amendment (1) 


The fi rst proposed amendment IS "[a] mending 37 CFR to require that any 

assignee or assignees be disclosed at the time of application filing. ,,65 As explained 

above, the complete identity of the owner is necessary fo r detennining the scope of 

proper prior art.66 This simple requirement is thus necessary for complete examination 

and is well within the authority of35 U.S .C. § 2(b)(2)(A). As 1.0 Star Frllirs , thi s 

proposed rule calls for the applicant to provide infonnation that "may be reasonably 

necessary to properly examine or treat the matter.,,67 In rejecting the plaintiffs 

challenge, the Federal Circuit stated, "we are convinced that the Office can require the 

applicant to submit such infonnation when it is known or readily availabl c.,,68 TIle same 

logic applies to the first proposed amendment which requires submission of readily 

65 Notice, p. I. As stated in the Notice, reference to the "assignee" or "assignees" in the proposed 
rules is intended to include the real-party-in-interest. As ex plained above, we do not view the 
requirement to disclose the real-pany~in-inlcrest as affecting the patent or application 's legal title 
holder. 

66 35 U.S.C. § 103(e); see slIpra notes 27-30 and accompanying text. 

"37 CFR § 1.105(0)(1). 

68 Star Pmi!s, 393 F.3d at 1283. 
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availab le or known ownership information that will aid in defining the scope of prior art 

under 35 U.S.C. § 1 03(c) and new § 102. 

Proposed A mendmellt (1) 

The second proposed amendment is "[a] mending 37 CFR 3.81 to require that the 

application issue in the name of the assignee or assignees as of the date of payment of the 

issue fee.,,69 As noted above, and in the Notice, thi s requirement will enhance the 

efficiency of the LP marketp lace and is required for properly initiating or conducting post-

issuance challenges. It is also needed to examine applications for which the issued patent 

may be prior art. 70 Furthennore, it is specifi ca ll y authorized by the Office's duty "for 

disseminating to the public inforrnation with respect to patents and trademarks,,,7] 

"maintain[ingJ, for usc by the public ... collections of United States patents ... arranged 

to permit search for and retrieval of information,,,n and "assur[ing] ... full access by the 

public to, and dissemination of, patent and trademark information, using a variety of 

automated methods, including ... remote access by users to mass storage and retrieval 

systems.,,73 Amending 37 CFR § 3.81 "to no longer predicate issuance in the name of the 

69 Notice, p. 1. As previously stated, we do not mea.n to suggest altering the patent 's legal title 
holder. See supra note 65. 

10 See supra notes 27- 30 and accompanying text. 

" 35 U.S.C. § 2(a)(2). 

n 35 U.S.C. § 41(i)(1) ("The Dircctor shalt maintain, for use by the public. paper, microform or 
electronic collections of United States patents ... arranged to permit search for and retrieval of 
information."). 

73 35 U.S.C. § 41(i)(2) (" The Director shall provide for the full deployment of the automated 
search systems of lhe Patent and Trademark Office so that such systems are available for use by 
the public, and shall assure full access by the public 10, and dissentination of, patent 
informal ion, using a variety of automated methods, including electronjc bulletin boards and 
remote access by users to mass storage and retrieval systems."). 
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assignee on whether or not the applicant decides to make 'a request for such issuance",74 

will ensure that the Office fulfills its corresponding obligation to provide accurate 

"infomlation" rather than misinfonnation or out of date infonnation. 

Proposed Amendment (3) 

The third proposed amendment is "[aJmending 37 CFR 1.2IS(b) to require the 

identification of assignment changes after filing date for inclusion on the patent 

application publication (PGPub). ,,7s For many of the same reasons expressed with 

respect to proposed amendments (J) and (2), this amendment is bendicial to the Office 

and the public and it is within the express authori ty of the Office. Requiring up-to-date 

ownership infonnation during prosecution will allow the examiner to define the field of 

relevant prior art under 3S U.S.C. § I03(c) and ncw § 102 and allow the public to 

intelligently apply the pre-issuance procedures of the AlA. It will also allow the public to 

detennine the scope of prior art for post-issuance challenges, as a pending patent 

application may nevertheless be prior art to an issued patent of interest to a challenger. 

Requiring disclosure of this "readil y available" infonnation is clearly authorized,76 and 

publishing it on PGPub fulfi ll s the Office's responsibility "for disseminating to the public 

infom18tion with respect to patents and trademarks,,,n "maintain[ ing], for use by the 

publ ic ... coUections of Uni ted States patents ... arranged to pemlit search for and 

" N· ?otlce. p. _. 

" Nollce, p ..1· 

16 See Star FTllits , 393 F.3d at 1283. Requiring disclosure of "readily available" information 
conceming the real-party-in-interest is similarly authorized. See id, 

n 35 U.S.c. § 2(a)(2). 
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retrieval of infonnation,,,78 and "assur[ingJ ... full access by the public to, and 

dissemination of, patent and trademark in fonnation, using a variety of automated 

methods, including ... remote access by users to mass storage and retrieval systems.,,79 

Amending 37 CFR § 1.215(b) "to requi re the identification of assignment changes after 

fil ing date for inclusion on the patent application publication (pGPub)"sO will ensure that 

lhe Office fulfills its correspondi ng obligation to provide accurate "infonnation" rather 

than misinfonnation or out-of-date information. 

Proposed A mendment (4) 

The fourth proposed amendment is "[a]mending 37 CFR 1.27(g) to require timely 

identificat ion of any new ownership rights that cause the application or issued patent to 

gain or lose entitlement to smaJi entity status."SI This requirement basically effectuates 

two changes. First, the notification must be "timely." Under the current regulations, 

notification of loss of entitlement to small entity status must be provided only "prior to 

paying, or at the time of paying, the earl iest of the issue fee or any maintenance fee due 

after the date on which status as a small entity ... is no longer appropriate."S2 The 

second change req ui ring " identificat ion of any new ownership rights" is a logical 

78 35 U.S.C. § 41(i)(I) ("'111C Director shall maintain, for use by the public, paper, microfonn or 
electronic collections of United States patents ... arranged to pennit search for and retrieval of 
illfonnation."). 
79 35 U.S.c. § 41(i)(2) (''TIle Director shall provide fo r the full deployment of the automated 
search systems of the Patent and Trademark Office so that such systems are available for use by 
the public, and shall assure full access by the public to, and dissemination of, patent .. 
infonlmtion, using a variety of automated methods, induding electronic bulletin boards and 
remote access by users to mass storage and retrieval systems.") . 

80 N· IOtlce, p.. 

"N·atlce, p. 1. 

82 37 eFR § 1.27(g)(2). 
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extension of the current3? CFR § 1.27(g)(2), which requires notification only of the loss 

of enti tlement to small entity status, not thc reasons the status was lostY Here again, 

both of these changes are clearl y authorized under 35 U.S.C. § 2(b)(2)(A). 

As to the timing issue. the Office is clearly authorized to "establish regulations" 

that "govern the conduct of the proceeding in the Office" as to when infonnation is 

submitted.84 As courts have recognizcd , time schedule issues such as this are "definitely 

at the procedural end of the spectrum running from 'procedural' to 'substantive. ",85 

The new requirement to identify why small entity status is no longer appropriate 

is also authorized under 35 U.S.C. § 2(b)(2)(A). The office is required to charge small -

entity fees under 35 U.S.C. § 41(b) and it is well within its rule-making authority to 

establish procedures by which patent app licants or owners establish their qualifications to 

such discounted fees. In addition, as explained with respect to proposed amendments (I) 

and (3), to the extcnt thi s amendmcnt requires identification of a change in ownership, it 

will aid examination of any affected application by allowing the examiner to more easily 

identify the field of relevant prior art under 35 U.S.C. § 103(c) and new § 102. This same 

benefit also accrues for issued patents because there may be pending applications that are 

commonly owned by the "new" assignee or no longer owned by the "old" assignee. 

thereby affecting the prior art status of the issued patent vis-a-vis those pending 

applications. For the reasons explained with respect to proposed amendment ( 1), 

requirement of the submission of thi s " readily available" infomlation is well within the 

Il NOlice. p. 2 . 


.. 35 U.S.C. § 2(b)(2)(A). 


U See Lamoille Valley R.R. Co., 711 F.2d at 328. 
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authority of the Office and is indeed narrower than the provisions of 37 CFR § 1.105 

86upheld in Star Frllits.

Proposed A mendmellf (5) 

The fifth proposed amendment is "[a]mending 37 CFR to provide for discounted 

maintenance fees in return for verification or update of assignee infonnation either when 

a maintenance fee is paid or within a limited lime period from the date of maintenance 

fee paYlllent.,,87 As the Notice correctly explains, these discounts are clearly authorized 

under § 10 of the AIA.8S Furthennore, that same authority would allow the office to 

require either the update or verification of the "ultimate parent" with the benefits that 

would enure to both the Office and the public as described above. IBM wholeheartedly 

endorses thi s proposed amendment, not just because it represents a potentially significant 

cost savings to a large patent holder such as itself, but because it will likely allow the 

Federal Courts to provide effective and appropriate enforcement of the proposed new 

regulations as described in the enforcement section below. 

This proposed amendment should also provide a phased mechanism to 

incorporate identification of the real -party-in-interest for all issued patents over a 

reasonable time. Maintenance fee payments are duc 3 Vz, 7 Yl, and 11 VI years after 

issuance.89 Most in-force issued patents should thus be compliant within 4 years, and all 

newly-filed applications and newly-issued patents will be immediately compl iant under 

86 See Star Fmif.V, 393 F.3d at 1283. 


87 Notice, p. 1. 


ss /d. at p. 2. Conditioning t.his discount on verification or update of real-party-in-interest 

in[OnIlation is similarly justified. See id. 

" 35 U.S.C. § 41(b). 
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other proposed amendments. The proposed amendments will therefore result in full 

compliance with respect to identification of the reaJ -pany-in-intercst fo r in-force patents 

in a reasonable time based solely on their prospective application. 

5. Ellforcemel1l 

The "duly of candor and good fai th" in dea li ng with the Office compelled by 

Supreme Court preccdcnt90 and codified under 37 e FR § 1.56 cxtcnds beyond the mere 

dUly 10 di sclose material prior art.91 That duty of good faith and candor will necessaril y 

apply to compliance with any new regulations promulgated by the Officc. The Office has 

long recognized that enforcement of that duty of good faith and candor is best handled by 

the courts.92 It is IBM's view that enfo rcement of any new regulations reiating to 

assignee transparency is similarly best left to the discretion of the Federal Courts. 

By analogy, the Office's current proposal to provide discounted maintenance fees 

in return for verified or updated ownership information should be subject to enforcement 

by the Federal Courts. In the past, the courts have enforced the Office requirement of 

good faith and candor in procuring fcc discounts for small entity status. For example, in 

90 See Kings/afld v. Dorsey, 338 u.s. 318, 319 (1949) C· By reason of the nature of an application 
for pmcnt, the relationship of attorneys to the Patent Office requi res the highest degree of candor 
and good faith. [n its relation to applicants. lhe Office ... must rely upon their integrity and deaJ 
with them in a spirit of trus! and confidence ...."). 

91 37 eFR § 1.56 ('·Each individual associated Wilh the ri li ng and prosecution of a patent 
application has a duty of candor and good faith in dealing with the Office, which includes a duty 
to disclose to the Office all infonnation known to that individual to be material to patentability as 
defUled in this section." (emphasis added)). 

92 ?melfl and TrodClI/ark Office Imp/emelllatiotl of 37 CFR Sec. 1.56. 1095 OFF. GAZ. PAT_& 
TRADEMARK OFFICE 16 (Oct. II, 1988) ("The Office is not the best forum in which to determine 
whether there was an 'intent to mislead ', such intent is best determined when the trier of fact can 
observe demeanor of wi tnesses subjected to cross·examination. . .. A court, with subpoena 
power, is presently the best forum to consider duty of disclosure issues ...."). 
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2003, the Federal Circuit in ULead Sys., [IlC. v. Lex Computer & Mgmr Corp. affinned a 

district court holding of patent unenforceability under the doctrine of inequitable conduct 

for fraudulently utilizing small enti ty maintenance fees: 

Historically issues of unenforceab ili ty have arisen in cases involving 
inequitable conduct occurring in the prosecution of patents. But, we see no 
reason why the doctrine should not extend into other contexts, like the 
present one, where the allegation is that inequitable conduct has occurred 
after the patent has issued and during the course of establishing and paying 
the appropriate maintenance fee. In this context, it is equally important 
that the PTO receive accurate infomlation from those who practice before 
it.93 

Similarly, in 2007, the Federal Circuit in Nilssell v. OSJ"am Sylvania, inc., again affinned 

a holding of palent uncnforceabilty for deliberate misrepresentation of small entity status 

for maintenance fees, while commenting that it "is not strictly speaking inequitable 

conduct in the prosecution of a patent.,,94 Although the Federal Circuit's ell banc opinion 

in Therasellse. Illc. v. Beclon, Dickinson alld Co., 649 F.3d 1276 (Fed. Cir. 2011) made 

signi ficant pronouncements regarding the law of inequitable conduct, the Federal Courts 

should still possess sufficient authority for effectively enforcing the Office's proposed 

new regulations. Thus, for example, while Therasense app lied a new "but-for" test for 

materiality under the inequitable conduct doctrine, it recognized an exception for 

"affirmative egregious misconduct.,,9s 

93 ULead Sys., Inc. v. Lex Complifer & Mglllf COIp., 351 F.3d 1139, 1144 (Fed. CiT. 2003) 
(citations omitted). 

94 Nilssel! v. Osram Sylvania, fIlC., 504 F.3d 1223, 1231 (Fed. Cir. 2007) ("While a 
misrepresentation of small entity status is not strictly speaking inequitable conduct in the 
prosecution of a patent, as the patent has already issued if maintenance fees are payable 
(excepting an issue fcc), it is not beyond the authority of a district court to hold a patent 
unenforceable for inequitable conduct in misrepresenting one's status as justifying small entity 
maintenance paymenls.'J. 

" 649 F.ld at 1292. 
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Consequently, the courts will have, as they always do, inherent power to redress 

failures of compliance. In a particular case, the effect of non-compliance will depend on 

the precise wording of the ultimate rules on ownership transparency- e.g., whether they 

contain a provision similar to that in 37 eFR § 1.27(h) concerning attempted fraud 

through intentional non-compli ance.-------and the final detennination will depend on the 

totality of prevailing circumstances, which will be developed after an opportunity for full 

discovery on the matter. fBM believes that the Federal Courts are best equipped to 

fashion appropriate remedies for enforcing the proposed Office regulations, as they are 

ultimately promulgated. 

6. Responses to Office Questions 

(1) Is there any reason that the mandatory disclosure of any assignee or assignees 
should not take place at the time of application filing? 

No. The identity of the assignee will be important for detcnnining what quali fies 
as prior art under 35 U.S.C. § 103(c) and new § 102. Requiring applicants to disclose 
this infonnation from the outset should enhance the efficiency of examination and reduce 
pendency times, particularly because the infonnation is uniquely in the hands of the 
applicants. 

(2) \Vauld it be in the public interest for the USPTO to obtain from applicants 
updated identification of the assignee at the time of allowance, e.g. ill response to the 
Notice of Allowance? 

Yes. For the reasons stated above, this would allow the Office to disseminate this 
updated information to the publ ic, facilitate use of post-issuance proceedings, and 
improve the efficiency of the [P marketplace. 

Are there limitations all the USPTO's rights and powers to require the reporting 
of such information? 

No. As explained above, each of the proposed amendments is well with in the 
Office's rulemaking authority, supported by a statutory grant of authority, and consistent 
with case law. 
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(3) Would it be in the public interes t for the USPTO to obtain from applican ts 
updated identification of the assignee during prosecution of the application? 

Yes. The identity of the assignee is required for detcnnining what qualifies as 
prior art under 35 U.S.C. § 103(c) and new § 102. Up-to-date information regarding the 
assignee will aid the Office in examining applications and members of the public in 
exercising their rights under the pre-issuance provisions of the AlA. As also explained. it 
will help reduce pendency times and improve the pub lic's access to patent infonnation. 

Are there limHations on the USPTO's rights and powers to require the reporting 
of such information? 

Not as proposed in the Notice. As explained above, cach of the proposed 
amendments is well within the Office's rulemaking authority, supported by a statutory 
grant of authority, and consistent with case law. 

Should tile USPTO consider requiring the identification of aSS ignment changes 
afte r filing date for inclusion a ll the patent application publication (PGPub)? 

Yes. Publication of this infonnalion will allow third panics to intelligently 
exercise their rights under the pre-issuance provisions of the AlA. As explained above, it 
is also necessary for proper search and examinalion efforts by the examiner. and for 
bringing post-issuance chaHenges based on prior art that may include pending 
applications. 

At what time should changes be recorded relative to the assignment, and what 
are the appropriate consequences of non-compliance? 

L8M believes that " timely identification" as specifically called out in proposed 
amendment (4) with respect to entity size should be sufficient for any change in assignee. 
As to enforcement, the Office likely needs to take no further action beyond the general 
imposition of the "duty of candor and good faith" under 37 CFR § 1.56. Other 
enforcement of these regulations can bc len to the Federal Courts, as indicated above 
with respect to 37 CFR § 1.27(h). 

(4) Would it be in the public interest for the USPTO to obtain from applican ts 
updnted identification of tbe assignee after issue of the patent? 

Yes. This infonnation is required to identify the scope of prior art applicable to 
pending applications owned by both the " new" and "old" assignees under 35 U.S.C. § 
103(c) and new § 102; it improves the efficiency of the IP marketplace; it fulfills the 
Office's obligation to assure full access by the publ ic to, and dissemination of, patent and 
trademark information; and it allows the public to intelligently exercise its rights under 
the post-issuancc procedures of the AlA. 

26 




Are there limitations on the USPTO's rights and powers to require the reporting 
of sucb information? 

Not as proposed in the Notice. As explained above. each of the proposed 
amendments is well wi thin the Office's rulemaking authority, supported by a statutory 
grant of authority, and consistent with case law. 

At what time should such identification be made to the Office relative to a 
change? 

IBM believes that ''timely identification" as specified in proposed amendment (4) 
with respect to entity size should be sufficien t for any change in assignee. The goal 
should be the submission and recordation of com plete, accurate and current ownership 
infonnation, including identification of the real-party-in-interest. 

Should the USPTO consider requiring the identification of assignment changes 
during the maintenance period of the patent right, i. e., after grant, but prior to 
patent expiration? 

Yes. This information is required to identi fy the scope of prior art appl icable to 
pending applications owned by both the " new" and "old" assignee under 35 U.S.C. § 
I03(c) and new § 102; improves the efficiency of the [p marketplace; it fulfi lls the 
Office's ob ligation to assure full access by the publ ic to, and dissemination of, patent and 
trademark infomlation; and allows the public to intell igently exercise its rights under the 
post-issuance procedures of the AlA. 

What are the appropriate consequences of non-compliance? 

The Office likely needs to take no further action beyond the general imposition of 
the "duty of candor and good faith" under Supreme Court precedent and 37 CFR § 1.56. 
Other enforcement of these regulations should be left to the Federal Courts. 

(5) To accompljsh adequate and timely recording, are changes to Agency regulations 
necessary? 

Yes. 

"Vhat are the most effective and appropriate means for the USPTO to provide 
the public with 11 timely and accurate record of the assignment of patent rights and 
the assignee? 

IBM strongly supports the amendments proposed by the Office. In addition, IBM 
suggests that requiring identification and update of the real-party-in-interest after 
issuance will promote transparency and improve the functioning of the IP marketplace. 
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(6) Would it help the USPTO's goal of collecting more updated assignment 
information if 37 CFR 1.27(g)(2) were amended to require identification of any Dew 
ownership rights that caused the application or issued patent to lose entitlement to 
small entity status? 

Yes. 

(7) Given the passage of the Amcrica Invents Act, is it proper for the Office to 
provide for financial incentives for disclosure of assignment information by way of 
discounts in fee payments? 

Yes. Such discounts will provide both an incentive to comply and allow the 
Federal Courts to provide a strong deterrent to fraudulent procurement of these discounts. 
IBM believes that the earlier experiences with discounts offered to small entities amply 
demonstrate that economic incentives like the proposed discounts will be effective. 

For examplc, would it be more likely for patentees to update assignment 
information and record aSSignment documents on in-force patents if a maintenance
fee discount were ava ilable in return? 

Yes. The cost of maintenance fees is an important consideration for all patent 
holders. 1t is important that any such discounts be sufficient to offset the administrative 
expense of providing these updates. In addition, the existence of a discount will li kely 
provide the Federal Courts with the discretion to severely penalize any patent holder who 
fraudulently obtains such discounts. 

What arc the appropriate consequences for failure to provide accurate 
information when accepting such a discount? 

IBM suggests that the Office promulgate regulations requiring the patent owner to 
submit an affidavit in order to qualify for such discounts and amend 37 CFR § 1.27(h) to 
explicitly define improper attempts to secure these discounts as fraud or attempted fraud 
on the Office as the existing regulations do WiUI respect to small-entity discounts.96 

Together, these two changes wili make it most likely that tlle Federal Courts can 
adequately police these regulations under existing precedents, as explained in the 
enforcement section above. 

(8) lo order to provide a more complete record for transactional purposes, what 
changes do you recommend that USPTO make in its requirements or inccntivcs 
relating to the disclosure of assignment information during the patent application 
process and for issued in-force patents? 

"See 37 CFR § 1.27(h). 
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IBM strongly supports the amendments proposed by the Office. In addition, IBM 
suggests that requiring identification and update of the real-party-in-interest after 
issuance will promote transparcncy and improve the functioning of the lP marketplace. 

Conclusion 

IBM thanks the Office for providing the opportunity to submit comments on the 

proposed rulc changes for eliciting more complete patent assignment information. We 

look forwa rd to working with the Office to achieve its important goal of improving 

transparency in thc patent systcm. 

Respcctfully submitted, 

Manny W. Schecter 
Chicf Patent Counsel 
Intellectual Property Law 
IBM Corporation 
schcctcr@us.ibm.colll 
Voice: 9 14-765-4260 
Fax: 9 14-765-4290 

Marian Underwciscr 
Intellectual Property Law Counsel 
IBM Corporat ion 
1TI1inderw@us.ibm.com 
Vo ice: 9 14-765-4403 
Fax: 914-765-4290 
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