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All forms of intellectual property protection—
patents, trademarks, and copyrights—uphold the
philosophy of rewarding individual effort as the
best way of utilizing the talents of creators to
advance public welfare. Intellectual property is

a potent force in the competitive free enterprise
system. By protecting intellectual endeavors and
encouraging technological progress, we seek to
preserve the United States’ technological edge, which

is a key to our current and future competitiveness.

The US. patent system establishes a contract between
the government and the inventor. In exchange for
the temporary right to exclude others from practicing
the invention, the inventor must disclose the invention,
thereby enabling further innovation and progress.
Equally as important, trademark protection is essential
to the marketing of new products and services.
Businesses need a presumption of ownership and
of the right to use their trademarks before committing
millions of dollars through their production and
marketing decisions, and consumers rely on trademarks

to ensure that they get what they pay for.

In addition to processing patent and trademark
applications, we disseminate patent and trademark
information. By doing so, we promote an under-
standing of intellectual property protection and
facilitate the developments and sharing of new

technologies world-wide.
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touching the lives of every American.
Bicycles to biotechnology, each
new idea transforming the way we

live from day to day.
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Message trom the Director

Q. Todd Dickinson

Under Secretary of Commerce for Intellectual Property and

Director of the United States Patent and Trademark Office

This, the last Annual Report of the US.
Patent and Trademark Office of the 20th
Century, comes at a time of incredible
innovation, creativity, and a global explo-
sion of technology, and we at the USPTO
are in the middle of this exciting era. When
Commissioner Charles Duell stated in his
1899 Annual Report, the last of the 19th
Century, that the Nation’s “future progress
and prosperity depend on our ability to
equal, if not surpass, other nations in the
enlargement and advance of science,
industry, and commerce ,” he could just as
easily have been talking about our chal-
lenge for the 21st Century. His conclusion,
that we must turn to invention to accom-

plish this, is our conclusion, as well.

The mission of the USPTO is to adminis-
ter the laws relevant to the granting

of patents and the registering of trade-
marks, and to advise the Executive
Branch on intellectual property protection.
The past year has been a particularly

exhilarating time to be involved in such



work, and we can take pride in a number
of significant achievements. One of the
most important is the continued trans-
formation of the USPTO into an electronic
office. The full implementation of TEAS,
the trademark electronic application
system, a successful launch of the Patents
Electronic Filing System pilot, websites
devoted to independent inventors and
kids, and the enhancement of search
systems and tools, are only some of
the most obvious accomplishments in

moving toward an electronic workplace.

All of this has occurred, of course, against
the backdrop of a pronounced increase
in our work, both what is coming in the
door and what is going out. In FY 1999,
we received more than 272,000 patent
applications and 297,000 trademark
applications in all classes, which represent
a 13% and a 27% increase over FY 1998,
respectively. We granted more than
145,000 patents and registered almost
88,000 trademarks. And to address
this increased demand on our human
resources, we hired more than 1,200 new

employees, including 800 patent examiners.

Additionally, shortly after the end of the

fiscal year, Congress passed landmark

reforms to the patent law, including the
creation of the USPTO as a Performance-
Based Organization and granting us
wide-ranging autonomy to manage its
budgetary, managerial, and personnel
matters. Clearly, these changes will have
a major impact on our ability to develop

a first-rate business-like operation.

| am confident that, much as Commissioner
Duell felt that the dawning 20th Century
presented a major opportunity for the
U.S. patent system to underpin American
industrial competitiveness, the 21st
Century presents the challenge and
opportunity for the USPTO to excel at our
core mission, the protection of intellectual

property in a truly global environment.

Sincerely,

P

Q. Todd Dickinson

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



1999 Highlights

PTO appropriation

Congress passed Public Law 106-113 on November 19,
1999, limiting the Patent and Trademark Office’s
(PTO) appropriation to $755 million from fees col-
lected in FY 2000, an increase of about 1 percent
over the previous year. In the same Act, Congress
limits the PTO’s use of fees collected in prior years
to $116 million. Total resources available to PTO in

FY 2000 will be $868 million.

PTO Re-established as
performance-based organization

Public Law 106-113 re-establishes the PTO as the
USPTO, an agency within the U.S. Department

of Commerce, subject to the policy direction of
the Secretary of Commerce. The USPTO retains
responsibility for decisions regarding the manage-
ment and administration of operations and exer-
cises independent control of budget allocations and
expenditures, personnel decisions and processes,
procurements, and other administrative and man-
agement functions.

The new USPTO will be headed by an Under Sec-
retary of Commerce for Intellectual Property and
Director of the USPTO, appointed by the President.
The USPTO's patent and trademark operations will
be treated as separate operating units. The Secretary
of Commerce will appoint a Commissioner for
Patents and a Commissioner for Trademarks to serve
as chief operating officers for the respective units.
The Commissioners will enter into annual perfor-
mance agreements with the Secretary and will be
eligible for 50 percent bonuses based on their per-
formance under those agreements. Officers and
employees of the USPTO will continue to be subject
to the provisions of Title 5 of the United States Code

relating to Federal employees.

Patent and trademark fees

Public Law 106-113 also adjusts patent and trademark
fees. On the basis of the PTO's activity-based costing
project, it was found that trademark fee collections
were not adequately funding the trademark area within
the PTO. As a result, some patent fees were decreased,
and, if necessary, the Commissioner may raise trademark

fees more than the rate of inflation to reach parity.

PTO financial status

The PTO once again received an unqualified opinion
from a national public accounting firm, under con-
tract to the Department of Commerce’s Inspector
General, on the FY 1999 financial statements, reaf-

firming PTO’s strong financial management.

Internet Services

PTO unveiled an online ordering system in March 1999,
and now customers can use our Web site to order
copies of certified and uncertified office records.
Customers also can check the status of their orders,
and receive patent copies electronically.

In April 1999, PTO unveiled new Internet databases
which contain the text and images of more than
two million patents dating back to 1976 and over one
million registered and pending trademarks dating back
to 1870. The more than 20 million pages in the data-
base comprise two terabytes of science and technology

and more than 100 years of marketing creativity.

Quality Management

PTO established an integrated quality management sys-
tem, which includes leadership for and oversight of the
PTO Quality Council. The Council establishes policy in
such areas as survey methodology, in-house assess-
ments, and performance measurement. The integrated

quality management system is resulting in periodic



self-assessments, integration of performance mea-
sures, sharing of best-practices, fostering performance
excellence, assisting business units with opportunities
for improvement, establishment of a performance
excellence library, liaison with regard to quality

awards, and facilitating knowledge management.

Office of Independent
Inventor Programs

On March 15, 1999, the PTO opened the new Office
of Independent Inventor Programs, to meet the special
needs of independent inventors and very small busi-
nesses. These inventors and businesses comprise more
than a quarter of the PTO’s customer base. The Office
of Independent Inventor Programs is located within the
Office of the Commissioner and provides a doorway at
the PTO’s highest policy levels where the independent
inventor community can bring concerns and give input.
This represents the PTO's first large-scale comprehen-
sive approach to assist individual inventors and has

been met with wide-spread approval.

PTO space acquisition

On June 14, 1999, the General Services Administration
(GSA) announced its selection of an offeror for the
PTO’s new consolidated facility. The offeror has pro-
posed the Carlyle site, located on currently undevel-
oped land in Alexandria, Virginia. The campus will
comprise approximately 2 million square feet of occu-
piable space within five connected office buildings.

GSA expects to award a 20-year lease to the developer.

Y2K

Y2K readiness was a must. The PTO is a highly technology-
dependent agency. It relies on nearly 600 software

products operating on 44,000 computers and other

hardware. The computer systems process more than

92 million business transactions in a single year, and the

patent and trademark examiners run more than

8 million searches on our databases. PTO internal staff,

with the assistance of outside consultants, began

United States Patent and Trademark Office

individually testing, repairing, and replacing the infor-

mation technology infrastructure in January 1996 to

ensure all components would function properly.

Because of the intense dedication of staff and the

prudence and proficiency of the technical team, Y2K

came and went, and we experienced no problems —

with our systems.

High Impact Agency

As one of Vice President Gore’s High Impact
Agencies, PTO continued to work toward
commitments that are enhancing customer
satisfaction with the PTO because we are
emphasizing our core business strengths of
providing high quality and timely products

and services to our customers.

Electronic Filing

For the past year the PTO has accepted
electronically-filed applications for the
registration of trademarks through

the PTO web site, receiving more than
20,600 applications including 21,600
classes through the Trademark Electronic
Application System (e-TEAS). E-TEAS

is a significant accomplishment for the
PTO and its customers as it meets one
of our “high impact agency” commitments
by enabling customers to do business
electronically with the Office. Customers
can file an application through the e-TEAS
site 24 hours a day, 7 days a week and
pay by credit card or by PTO deposit
account. E-TEAS applications receive

a filing date for the date the application
is submitted and receive an electronic
confirmation of receipt regardless of

whether the Office is closed.

Mr. Peanut was first used in 1916.

The Mr. Peanut trademark was registered in 1925.



Management Discussion and Analysis

Patents

Performance

The PTO received 272,221 utility, plant, and reissue (UPR) applications in FY 1999. Increases in the number
of applications in communications and information processing technologies led to the 13 percent growth
from last year: 143,686 UPR patents were issued, a 3 percent increase over FY 1998. For FY 2000 UPR
applications are expected to increase another 10 percent to approximately 299,400, with the high technology
areas leading this growth once again. At the end of FY 1999, cycle time averaged 12.9 months. The target
processing time for FY 1999 applications was 10.9 months. FY 1998 cycle time was 16.9 months.

Patent Applications
and Disposals
(includes UPR applications)
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“the best thing since sliced bread”

Early in the 1900s, Otto Frederick Rohwedder
had an idea for a bread-slicing machine. It took
26 years for his idea to catch on in America,
and not until 1928 did Wonder Bread finally
introduce sliced and wrapped bread using his
idea. In just 5 years, however, almost 80% of

all bread was sold this way.



Goal 1: Reduce the PTO processing time

By 2003, the PTO will reduce processing time, or
cycle time, for original UPR inventions to twelve
months from the time an application is received

to the time when the patent is issued or when the
inventor abandons the application. Unfortunately,
in FY 1999 the PTO fell short of the target of

10.9 months cycle time. The final average cycle time
for cases awaiting action was 12.9 months. Although
both cycle time to first action and the cycle time
from first action to allowance /abandonment was
on track, we missed our target for cycle time from
allowance to publication. However, we are continu-
ing to reduce processing times by hiring more
examiners. The PTO set an aggressive hiring goal
for FY 1999 in a very tight job market for high tech-
nology recruits. We hired 800 new examiners (all
with technical undergraduate degrees, 38 percent
with advanced technical degrees, and six percent
with law degrees). This is the second consecutive
year more than 700 new patent examiners have
been hired. It is a challenge for the PTO to recruit
and then train such a large number of new employ-
ees. The creativity the PTO has shown in employing
recruitment bonuses, higher step levels, support
within the Patent Business by the Office of Human
Resources, and an aggressive recruitment campaign
ensured that we not only met our hiring target, but

that we exceeded it.

United States Patent and Trademark Office

Patent Cycle Time,
Plan vs. Actual
v Four Business Goals
15 The Patent Business established the following four business goals to provide
customers with high-quality service to facilitate the issuing of patents in
13
atimely and consistent manner: Goal 1, reduce the PTO processing time;
L Goal 2, receive applications and publish patents electronically; Goal 3,
9 exceed our customers’ quality expectations through the competencies and
7 9% 9 00 0 empowerment of our employees; and Goal 4, assess fees commensurate
[ plan [ actual . -
with resource use and customer efficiency.

Specific Processing Times

The PTO established cycle time awards in FY 1999
as an employee incentive for each area of patent
processing. As an example of the improvements
achieved through this program, the total time to
respond to an amendment was reduced from fifty-
eight days at the beginning of FY 1999 to fifty-four
days by the end of the year.

Compact Disc, 1979.



Management Discussion and Analysis

Office of Initial Patent Examination

The Office of Initial Patent Examination (OIPE) worked
to keep the number of days to less than thirty when
mailing filing receipts, with an average of twenty-five
days, and significantly reduced the number of days it took
to process patent applications and forward those appli-
cations to the examination areas from seventy days in
October 1998 to twenty-one days in September 1999.
OIPE also implemented a successful quality improvement

strategy for filing receipts without errors by installing

a database to track the number of requests for
corrected filing receipts matched with type
of error made. Plus, a strong focus on
employee ownership and accountability
was encouraged, and an improved

quality sampling process was imple-
mented. Errors were down 26 percent from

February 1999 to August 1999.

Publications

To meet the patent cycle time goal, PTO needed to
print 183,000 patents in FY1999, which would have
reduced the number of patents awaiting printing by
30,000, and allowed PTO to issue patents five weeks
after issue fee payment. PTO began a new publishing
process in April 1999 in order to meet this goal. As
a result of both the new process and new contractor
requirements, the database contractor was unable to
meet the needed large increase in production capacity
in FY 1999. The PTO issued 159,166 patents (including
design patents) in FY 1999. The number of patents
awaiting printing was not significantly reduced, and
patents were issued within 16 weeks after issue fee pay-
ment. The PTO will achieve the necessary improvements

to attain the five week processing goal in FY 2000.

The Polaroid® Land Camera was introduced by
inventor Edwin Herbert Land in 1948 and was an
instant commercial success. Users found many
applications for the Land Camera and later
improved models, including aerial, real estate,

and commercial and press photography.
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Goal 2: Receive applications and publish patents electronically.

The PTO will complete systems testing and begin full
electronic processing of patent applications in FY 2003.

This goal represents another of the HIA commitments.

Patents Electronic Filing

The PTO is on an exciting path in achieving its goal
of electronic filing of all patent applications. In July
1998 the PTO began developing the Electronic Filing
System (EFS), a process where patent applicants or
their representatives can submit applications and related
papers to the PTO by using the Internet and the
PTO website. EFS is designed around the PTO’s free
“submission engine” software (called ePAVE). ePAVE
permits the applicant to identify the type of electronic
patent application submission, the electronic filer, and
to attach the specification with claims, drawings, or other
files. ePAVE also automates the processes necessary
to combine files into a single compressed and digitally
signed encrypted file. Transmission security is ensured
through the use of Public Key Infrastructure. Applicants
must first obtain digital certificates and public/private
digital keys from the PTO before transmitting any
files. Once transmitted, files are received in the PTO’s
Electronic Mailroom.

The first component of EFS to be implemented
was EFS BIO, which permits customers to submit
electronic biological sequence listings for biotechnol-
ogy patent applications. In November 1999 EFS was
expanded by adding an initial pilot program for sub-
mission of new electrical, mechanical, or chemical
utility applications of limited complexity. Participants
use an enhanced version of ePAVE to again combine
parts of the application before submission.

EFS enhancements will continue over the next
few years. By July 2007, PTO expects to introduce a
pilot program for the receipt of Patent Cooperation
Treaty (PCT) applications over the Internet, followed
by programs to test electronic submission of provi-

sional applications and programs to test electronic

Swanson® TV-dinner tray; patent issued 1959.

submission of complete biotechnology utility patent
applications. By late 2001, the PTO will begin merging
those pilot programs and various releases of EFS
into a complete EFS production system. When fin-
ished, EFS will permit customers to file any type of
patent application submission electronically. To
learn more about EFS and how to participate, visit
the PTO Electronic Business Center website at

http: //pto-ebc.uspto.gov.
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Goal 3: Exceed our customers’ quality expectations through the competencies

and empowerment of our employees.

Patent Customer
Satisfaction
80%
60%
40%
20%
0%
97 98 99 00 01
[Jplan [ actual

Customer Service

On the basis of the results of the 1999 Annual
Customer Satisfaction Survey, PTO’s customer satisfac-
tion with the patent process improved. Each of the four
“key driver” results increased in FY 1999 as follows:

e Direct you promptly to the proper office or person

—up 11 percent

Return telephone calls within one business day

—up 9 percent

Set forth clearly in written communications the technical,
procedural, and legal positions of the examiner
—up 8 percent

 Conduct a thorough search during patent examination

process—up 7 percent

These impressive improvements result from the patent
business area’s conscientious focus on enhancing cus-
tomer satisfaction. Customer service offices were placed
in each Technology Center and process area. Employees
attended customer service training. An in-process review
system was established to check examiners office actions.
The result of all this work is self-evident, and customer

satisfaction has been greatly enhanced.

Patent Reengineering

The Patent Working Lab opened on March 30, 1998, and
closed one year later; its job done. The purpose of the Lab
was to see where processing time could be improved. The
Lab consisted of twenty-four participants representing
various technologies throughout the patent business area.
They were grouped into four teams, each team consisting
of four adjudicators (examiners), one analyst, and one
assistant. At the end of the year it was found that patent
application processing time and quality could be signifi-
cantly improved if technical support personnel used their
newly taught skills to relieve examiners of non-processing
workload so that those examiners could focus their time
on legal and technical tasks. The result: teamwork,

collaboration, and increased customer satisfaction.

Royal® Bar-Lock Typewriter.

IBM® Selectric® Typewriter.



Goal 4: Assess fees commensurate with resource use

and customer efficiency.

Patent Fees

Over the past few years, the patent business area has
collected more fees than necessary to cover its costs.
Activity-based costing demonstrated that the excess
patent fee collections were supporting other operations,
both within and outside of the PTO. As part of the effort
to collect fees corresponding with expenses, the PTO

supported a bill, passed as Public Law 106-113, to reduce

United States Patent and Trademark Office

Patented by King Camp Gillette in 1901, the idea for
a safety razor with disposable blades languished for
almost 40 years. By the late 1940s, however, roughly

16 million Gillette® safety razors were being sold annually!

patent fees and to increase
trademark fees, bringing fee

collections back into balance with business area expenses.

Patents Strategic Planning

The patent business area began a second cycle of
strategic planning (for FY 2002 to 2006) in August
1999 to answer a few key questions: What do the
customers think the priorities of the office should be?
What existing patent goals and measures should be
improved or abandoned? What is the mission of the
office, and should that mission be modified to reflect
new strategic directions? How do the employees view
the office’s goals and vision? These questions will be
answered, and the date for publication of the patent

strategic plan is May 2000.

Apple® i-Mac® Computer.

11



Management Discussion and Analysis

‘Trademarks

In FY 1999, the PTO trademark business experienced one of its largest one-year increases in application
filings. Customers filed 240,308 applications for trademark registration in 295,165 classes, 27 percent
more than were filed in FY 1998. For the last six months of the fiscal year, over 5,300 applications,
averaging more than 6,200 classes, were received weekly. Because of the tremendous growth in filings,
and the increase in staffing to address that growth, disposals were less than expected as the more

experienced examiners devoted much of their time training and mentoring the large number of new

examiners hired during the year. Registrations were down slightly from 1998, to 87,774, containing

104,324 classes.

Trademark Pendency
to First Action
8
6
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2
0
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Campbell Soup Company’s red and white label
design was first registered in 1906.

The Hershey’s Kisses® trademark was first registered in 1921, ]

the famous Kiss design, however, was registered in 1983.
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Starkist® trademark registered 1940. == “““ uEHr

“Charlie®” trademark registered 1970. . L ™ PURE ¥ EGi'-’AB.'.E

A concerted effort was made in FY 1999 to focus examiner activities on new applications. Because the
examiner’s initial action provides applicants the first indication that their trademarks may be registered,
applicants can then use this information to formulate decisions on developing their products. This focus
led to a decrease in first action pendency from 7.2 months at the end of FY 1998 to 4.6 months at the
end of FY 1999, an improvement of 36 percent. The ultimate goal is to reduce the time it takes for the

initial action—first-action pendency—to three months. To do this, the number of law offices was increased

. from 9 to 15, and the number of trademark examining attorneys
Trademark I-'\fpllcatlons

and Production was increased by 86 to 367. We hired 136 examining attorneys
350,000 ] in 1999, the second consecutive year we have hired more
[] than 100 new examiners. The plan is to maintain staffing at
00 | | 375 examiners and to fill positions that support examination
250,000 and production necessary to manage the level of filings
200,000 received. This can be accomplished by staffing to the level
that was authorized in the PTO’s 2000 appropriation.
150,000
100,000 Trademark application filings are a reflection of the strong

97 98 99 00 01

national economy and the growth in business and e-commerce.
[Jtrademark applications [ ] examiner disposals

Doing business on the Internet has stimulated interest in

trademark protection. The PTO, in response to this, has made it easier than ever for individuals
and small businesses to apply for Federal registration of their trademarks through e-TEAS, the

Trademark Electronic Application System.

A sports team'’s identity is wrapped up

in its name and team symbol. Fans show
Washington Capitals®
their support by buying team jackets, hats, trademark registered 1999.

and other items. Trademark protection

for those names and symbols ensures

that fans can buy the real thing and be

Nittany Lion® trademark
registered 1985.

protected from rip-offs. The trademark

also protects the team’s revenue stream. Denver Broncos®

trademark registered 1998.
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Management Discussion and Analysis

Electronic Trademark Filing and Processing
Several new systems were successfully implemented
in FY 1999 that move the PTO closer to its goal of
transforming trademark processing into a fully electronic

operation by FY 2004.

Trademark Customer
Satisfaction
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Since October 1, 1998, the PTO has offered elec-
tronic filing to its customers through the Trademark
Electronic Application System (e-TEAS), thus fulfilling one
of our commitments to Vice President Gore as a HIA.
E-TEAS permits customers to file an application for the
registration of a trademark over the Internet to the PTO
website. In FY 1999 more than 20,600 applications were
received over the Internet for electronic registration.

Customers who file electronically will know almost

immediately that an application has been received along

with notice of the serial number. Initial processing of
applications is more accurate and faster, a full one-third
faster, because a number of manual processing steps
are eliminated prior to examination.

To aid the customer, the rules for electronic filing
have been revised. For instance, signature requirements
have been modified, making it easier for attorneys to
file on behalf of their clients. Another change has been
that for applications filed through e-TEAS the date of
receipt, regardless of whether it is a business day, will
be the date for according a filing date.

For those applicants who need to include additional
materials with their application, copies of all the
trademark application filing forms are now available
on the PTO website. The forms may be downloaded,
completed, and mailed to the PTO.

Unfortunately, most applications are still received
on paper. To speed up the time it takes to process
an application, and to significantly reduce errors,
the majority of applications are now scanned. In the
next year the PTO will replace manual data entry
with scanning for nearly all paper correspondence.
Although this process has been more labor-intensive
than the old paper system, it is expected that as we
gain more experience using the scanning system, and
as customers adopt standardized formats, the process
and quality will improve. The plan is to encourage the

majority of customers to file electronically.

The Morton® Umbrella Girl trademark, first used
in 1914, was registered in 1946. The logo seen on the

container on the right was introduced in 1968.

1914 1921 1933 1941 1956



TradeUps TradeUps, a PC-based system that electroni-
cally codes applications and adds the data to the PTO's
Trademark Reporting and Monitoring (TRAM) database
in standard “tagged” formats has been in use for captur-
ing all new application data since 1998. In 1999, TradeUps
was enhanced to permit a full image of the scanned
application page to be available on-line, a modifica-
tion that allows examiners to complete their review for
formalities and initial data capture from the electronic
record. An automated interface to TradeUps was added,
and it now can accept data submitted electronically for
e-TEAS applications, eliminating the need for a paper
review of the application for initial processing. TradeUps ||
supports text editing of the initial database record for
changes that occur throughout the examination process.
Future versions of TradeUps will include post-registration

and intent-to-use functions. Full implementation of

TradeUps in 2000 will permit all transactions that update
TRAM allowing for the replacement of TRAM.

United States Patent and Trademark Office

Trademark Reporting and Monitoring In the past year,
changes were made to the Trademark Reporting and
Monitoring (TRAM) system to accommodate provi-
sions required under the Trademark Law Treaty (TLT).
Changes required to implement TLT delayed the PTO's
strategy to move forward with a new version of TRAM
and have extended the PTO’s hopes of developing a
system to completely replace paper with electronic
files. The enhanced TRAM system will provide the basis
for a replacement open system due in 2000. By replac-
ing proprietary technologies with open systems, the
PTO will be able to improve the TRAM system’s
reporting capabilities, integrate intent-to-use process-
ing into the law offices, and support workflow changes.
The first phase will enhance the pre-examination,
examination, and intent-to-use functions with improve-
ments in batch programs, on-line transactions, and
reporting. The PTO plans to begin development in
2002 of a trademark information system that, together
with TEAS and TradeUps, will replace paper applica-
tions altogether and permit full electronic processing

of applications and related documents.

Trademarks provide product recognition,
giving the consumer information about
the source and quality of the product, while
helping the producer develop brand loyalty
among customers. The Morton® salt brand is
so powerful, for example, that although table
salt producers provide similar products,
most salt round cans purchased in the

U.S. bear the image of the Umbrella Girl
and the trademarked slogan, “when it

rains, it pours.”
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Trademark Application and Registration Retrieval
Trademark application and registration status infor-
mation became available to the general public over
the Internet through the Trademark Application and
Registration Retrieval (TARR) system in August 1999.
The PTO website provides general PTO information

and phone numbers for contacting the Office.

Trademarks on the Web Trademark text data and trade-
mark images were made available in September 1998
on the PTO website. The PTO Web Trademarks data-
base permits searching of the bibliographic text of
pending and registered trademarks from anywhere.
The data are extracted from trademark databases and
updated every other month. The Trademark Electronic
Search System (TESS) is scheduled to replace the existing
search engine in the next year with data that are updated
daily and a search capability similar to what is used in the

Office by examiners.

Work-at-Home

The Work-at-Home project was piloted as a “reinven-
tion lab” for two years beginning in March 1997. The
project tested the technical feasibility of providing
access to office equipment and access to information
databases to eighteen examining attorneys working
from their homes three days a week. The project was
concluded in March 1999 and the final evaluation
report shows that the eighteen examining attorneys
increased their productivity by significantly increasing
their examination hours. The Office plans to expand
the program to up to 60 examining attorneys in the
next year and is considering further expansion as
alternative methods for addressing ever increasing

filings and limited office space.

TABASCO® trademark
registered 1927.



Post-it Brand® trademark

registered 1982.

Customer Satisfaction

Overall customer satisfaction increased, from 63 percent
in FY 1998 to 69 percent in FY 1999. Unfortunately,
this was short of the FY 1999 target of 80 percent.
However, there was significant improvement in several
important areas, and efforts will be focused in FY 2000
on internal processing issues relating to timeliness
and the handling of delays and mistakes, two problem
areas that although much improved from our 1998

results require further attention and improvement.

Quality and Performance

Customer satisfaction survey results make it clear that
the key to resolving complaints is the ability to eliminate
problems and to resolve those problems promptly when
they do occur. As a result the PTO has developed
performance measures that will assess the quality
of employee work from the customers’ point of view.
A new program will have managers and customers

working together to solve and then improve service

Fiscal Year

1999 Review

®

Westinghouse® trademark
registered 1932.
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®

Pegasus® trademark

registered 1931.

U
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Slim Jim® trademark

registered 1953.

problems. Further, specific staff has been assigned to
solving problems and finding the root causes of delays
and errors made during application processing. Four
specific goals will be addressed in FY 2000.

1. Quality legal examination: The determination of
registrability will be accurately and clearly stated
throughout the examination process.

2. Timely processing of trademark applications: Registration
will be determined within thirteen months of filing,
and PTO notices will be issued in a timely manner.

3. Accuracy of trademark products: Care will be taken so
that notices with the correct information will be issued.
® Filing receipts

* Notice of Allowance

* Notice of Abandonment

® Certificates of Registration

4. Effective handling of customer concerns: Only clear and
accurate answers will be provided to customer questions
regarding problems or delays in the processing of

trademark applications.

GIAHT
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Legislative Changes/
Trademark Law Treaty

Congress approved the Trademark Law Treaty and

United Way® trademark
registered 1975. passed the Trademark Law Treaty Implementation Act

ki of 1998 (Public Law 105-330), which went into effect

UnibEd mg® on October 30, 1999. Those member nations that
signed the Treaty agreed to simplify and harmonize,
or standardize, the requirements for filing applica-
tions, dispense with most legalization requirements,
limit the list of filing and registration requirements,
maintain trademark registrations, and accept multi-
class applications and service mark registrations.

However, the Treaty actually increases the require-

ments for post-registration filings.

The Salvation Army® trademark first
used 1918, registered 1965.

CNMC trademark registered 1990.

Childrens

National Medical Center

A charity uses and promotes its trademark
to associate its cause with a unique name
and/or symbol. Donors quickly recognize
and associate the trademark with the cause
and are assured that their donations will go

to the intended charity. Trademarks helped

®
charities raise over $600 billion last year alone. Mr. Potato Head

trademark registered 1955.



United States Patent and Trademark Office

Plans for FY 2000
The PTO business goals for FY 2000 are straightforward.
Trademark application processing time will be reduced,
and the quality of work will be improved. These goals
are consistent with our HIA commitments.

The PTO priorities for FY 2000 are to:
e Continue efforts to improve customer satisfaction;
e Obtain and maintain the staff and the resources

necessary to reach the first-action pendency goal;

® Increase the number of registrations published
Ja-ru® trademark

registered 1998.

and registered;

* Implement the provisions of the Trademark
Law Treaty;

e Continue the restructuring of the internal systems
to enable the full use of technology;

® Increase the number and types of applications
filed electronically; and

® Increase the number of opportunities for working

at home.

Monopoly® trademark

registered 1935.

Frisbee® trademark

registered 1959.
Hula-Hoop® trademark
registered 1962.

v Companies market their goods through brand
identification, and consumers use trademarks to

® ensure they get the item they want. Remember

Nerf® trademark

— /) .
) — the rush for Cabbage Patch dolls’, Transformers®,
registered 1970. _/\_ ®

Power Puff Girls®, Beanie Babies®, and Pokemon

cards®? Children understand trademarks very well.
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[nformation
dissemination

Patent protection enables inventors to publish their work, secure in knowing they retain ownership
of that work. Trademarks protect consumers from counterfeiters, and businesses from imitators. Fast

access to patent and trademark information brings the benefits of new ideas quickly to everyone.

Our mission is to promote awareness of the information we hold, and to provide fast, effective access
to that information. Our goal is to deliver information when and where our customers need it, in

the format required, and at a price that covers our costs but is affordable to the customer.
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1999 Highlights

Internet Ordering and Delivery

PTO unveiled an online ordering system in March 1999,
and now customers can use our website to order copies
of certified and uncertified office records. In September
1999, the next generation Order Entry Management
System (OEMS) was completed, and customers can
now check the status of their orders, and receive copies
of patents electronically. Also, in September 1999,
the Patent and Trademark Assignment System
(PTAS) was upgraded to receive requests by fax. By
September 2000, customers will be able to send
assignment-related documents via the Internet directly
to the PTAS server for processing and recordation, and
in the future we will be able to send back recordation
notices electronically to those who submit assignment-

related documents electronically.

New Patent and Trademark
Databases on the Web

The PTO formally unveiled its new Internet databases
in April 1999. The databases contain the text and
images of more than two million patents dating back
to 1976 and over one million registered and pending
trademarks dating back to 1870. The more than 20 mil-
lion pages in the databases comprise two terabytes of
science and technology information and more than
100 years of creativity. Users of the databases on the
PTO’s website accessed an average of 372,000 pages
a day during the last quarter of FY 1999.

Patent and Trademark Depository Libraries
Two new Patent and Trademark Depository Libraries
(PTDLs) were designated on May 10, 1999. The Las
Vegas—Clark County Library District in Nevada and
the Rochester Public Library in New York joined the
program, bringing the total number of PTDLs to 85.

Partnership Libraries

PTO’s third Partnership Library was opened in Houston,
Texas, in November 1998. Houston now joins Sunnyvale,
California, and Detroit, Michigan, in providing enhanced

services to their communities.

United States Patent and Trademark Office

Plans for FY 2000

IDO will continue to focus on maintaining customer

satisfaction, promoting the use and accessibility of our

products, and delivering the highest quality information
products and services. We will:

* maintain a diverse information dissemination program
to achieve our service goals;

e use the Internet to deliver information, and make it
possible to order and receive patent and trademark
information products via the Internet;

e contain the cost of disseminating information;

* improve the accessibility of patent and trademark

information from all regions of the United States.

We will continue to use the best-suited technology
to disseminate information; we will expand our port-
folio of information on products and services; and
we will deliver the highest quality product to meet
our customers’ needs throughout the world. We will
provide our products and services in response to
orders received

by Web, fax, and
telephone; in our
local search facili-
ties, through our
network of PTDLs,
and through private
companies who pur-
chase source data from
us, add value, and resell
their products and ser-
vices to thousands of
their own

customers.



Intellectual

The goal of the PTO's intellectual property (IP) policy business area is to protect, promote, and expand
IP rights throughout the United States and abroad. To do this, the PTO works closely with House and

Senate Judiciary Committee members and staff to craft legislation and assists the USS. Trade Representative

and the State Department.

The PTO will continue to work in partnership with the World Intellectual Property Organization (WIPO)
to permit electronic filing of PCT applications and, by the end of 2001 to electronically receive PCT
applications at the PTO. This is one of the PTO’s HIA commitments to Vice President Gore.

Behind this country lies a history of attention to the vital function that
innovation and creativity serve in the development and commercialization
of new products and services. The USPTO plays an active role in ensuring
that our intellectual property laws and policies promote and encourage
innovation and investment. As global trading increases, our success in the
future's marketplace will turn, to an unprecedented degree, on the steps
taken to preserve and foster one of our most valuable assets: the creativity
of our people. The USPTO's strategy for competing effectively in tomor-
row's markets focuses on working, unilaterally and in concert with our
trading partners, to improve and raise the standards of intellectual prop-

erty protection throughout the world.



Domestic Activities
Significant pieces of intellectual property-related
legislation were enacted during the first session of

the 106th Congress.

Reform of Patent Law and

PTO Operational Authority

H.R. 1554 ( PL. 106-113), the “American Inventors

Protection Act of 1999,” makes important changes to

patent law and improves PTO’s ability to better serve

its customers. The new Act:

® Helps to protect inventors from deceptive practices
of invention promotion companies by requiring
those companies to disclose relevant information.
Damages could be assessed for failure to comply. The
PTO will make those complaints about promotional

companies publicly available.

Reduces patent fees for the second year in a row, and
directs the PTO to study alternative fee structures
that would encourage full participation in the patent

system by all inventors, large and small.

Provides a limited defense against infringement to
inventors who developed and used a business
method prior to that method’s being patented by

another party.

Permits inventors to receive extensions to their
patent terms if processing of their applications were
delayed for reasons beyond their control. Diligent
applicants are assured of receiving a minimum of

17 years of patent term.

Directs that patent applications filed abroad will be
published in the United States eighteen months after
filing. American inventors will then know what tech-
nology is being developed internationally much ear-
lier and will help to eliminate duplication of research
efforts and expenses.

* Provides inventors with an optional reexamination

process for reviewing patent validity.

United States Patent and Trademark Office

Anticybersquatting

H.R. 1554 ( PL. 106-113), the “Anticybersquatting
Consumer Protection Act,” prohibits the bad faith
registration, trafficking in, or use of an Internet
domain name that is identical to, or confusingly simi-
lar to, a distinctive trademark or service mark, or dilu-
tive of a famous trademark or service mark. Personal
names, protected as trademarks, are subject to the
provisions. Civil remedies and damages are made
available to aggrieved trademark owners, and an in
rem civil action can be brought against a domain

name if a responsible defendant is unavailable.

Trademark Law Amendments/Dilution

S. 1259, the “Trademark Amendments Act of 1999,”
(PL. 106-43) provides owners of famous trademarks
the right to oppose or seek cancellation of a mark on
dilution grounds in proceedings before the PTO's
Trademark Trial and Appeal Board. The Act also
allows private citizens and corporate entities to sue
the Federal government for trademark infringement.
Last, the Act provides that the party asserting trade
dress protection in an action for infringement, where
the matter sought to be protected is not registered
with the PTO, has the burden of proving that the

trade dress is not functional.

National Intellectual Property Law

Enforcement Coordination Council

The conference report on H.R. 2490, “Treasury and
General Government Appropriations Act for Fiscal
Year 2000” (PL. 106-58), was signed into law on
September 29, 1999. Section 653 of the Act estab-
lishes the National Intellectual Property Law
Enforcement Coordination Council to coordinate
domestic and international IP law enforcement
among Federal and foreign entities. The Council is
co-chaired by the PTO Commissioner and the
Department of Justice’s Assistant Attorney General,
Criminal Division. Other members include representa-

tives of the U.S. Trade Representative, U.S. Customs,
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Department of State, and Department of Commerce.
The Council is directed to consult with the Copyright
Office on copyright related issues and must report
annually to the President, to the Committees on

Appropriations, and to the Department of Justice.

Copyright Technical Corrections

S. 1260, a bill to make technical corrections to title 17,
was signed into law (PL. 106-44) on August 5, 1999.
The law corrects numbering and other technical errors

in PL. 105-304, the “Digital Millennium Copyright Act.”

®

muzak

Patent Reauthorization Legislation

S. 1258, the “Patent Fee Integrity and Innovation
Protection Act of 1999,” was signed into law (PL. 106-42)
on August 5, 1999. The Act authorizes $116 million
from FY1999 carryover and all fees collected in FY 2000
to be made available for the payment of salaries and

necessary expenses of the PTO in FY 2000.

Created by Brigadier General George Owen Squier, Muzak® combined the technology
of the wireless radio and cable communications. In 1910, General Squier received multiple
patents on “multiplexing,” a communications system that allows multiple conversations
on a single pair of telephone wires. His technical innovation in signal communications

evolved into today’s fiber optics and cable television’s hundreds of channels.
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International Activities.

In addition to PTO’s legislative activities, the PTO
provides technical assistance to developing countries
that are setting up or improving their IP protection
systems. In FY 1999, the PTO worked with ninety-
three different countries, completing ninety-nine
assistance projects. In addition to this work, the PTO

assisted on the following projects:

Trade-Related Aspects of

Intellectual Property Council

The Trade Related Aspects of Intellectual Property
(TRIPs) Council meetings this year focused on the review
of enforcement provisions and geographical indications.
Developing countries must submit their laws and regula-
tions by the year 2000, and the least-developed countries
must submit their laws and regulations by the year 2006.
The PTO will be involved in the review of laws and regu-

lations for both the 2000 and 2006 requirements.

Wire the World
In FY 1998, the PTO promoted the U.S. proposal to
establish a special WIPO committee to devise methods
for member countries to take advantage of information
technology. The Wire the World project was formally
adopted into WIPO’s program and budget for 1998-1999.
The PTO also prepared an IP “cyberplan” in collabo-
ration with the Japanese Patent Office, proposing initia-
tives to develop and deploy a secure global information
infrastructure; that is, establish a network of intellectual
property digital libraries, automate the PCT system, and
extend and implement solutions based on this system in

interested intellectual property offices.

Patent Cooperation Treaty

The PTO continued efforts to amend the PCT regula-
tions in FY 1998. An ad hoc advisory group meeting
under the auspices of WIPO continues to make amend-
ments to the regulations defined by the PCT. Some of
the proposed amendments were finalized in September
1997 and went into effect on July 1, 1998. Those

amendments relate to the language of international

United States Patent and Trademark Office

applications, the publication of a bilingual gazette, prior-
ity claims and priority documents, fees, nucleotide and

amino acid sequence listings, and electronic filing.

Patent Law Treaty

The PTO continued to participate in the effort to
simplify the formal requirements associated with
patent applications and patents in the different coun-
tries of the world. A standing committee, meeting
under the auspices of WIPO, is continuing to develop
articles and regulations that will simplify many of

the formal requirements related to patent applica-
tions and patents. When concluded, this effort will
greatly simplify the formal obligations and reduce the
associated costs for patent applicants and owners of
patents in many countries worldwide. A Diplomatic

Conference is scheduled for May 2000.

Trilateral Patent Cooperation

The PTO continued to work with the Japanese and
European patent offices to seek ways to benefit from
advances in information technology, to develop and
share patent search tools, and to work on the harmo-
nization (standardization) of Internet-based filing sys-
tems. A memorandum of understanding, developed
and signed at the 16th Annual Conference in Miami,
Florida, focuses on mechanisms for the future elec-
tronic exchange of data and the extension of the tri-
lateral network to WIPO. It also looks at revising the
information dissemination policy to allow each office
to make available to the public on an Internet service
the data received from the other two offices, and at

implementing a new concurrent search pilot.

The Hague Agreement

Consultations continue on drafting a new Act of the
Hague Agreement Concerning the International
Registration of Industrial Designs. The new Act is
aimed at revising the current agreement to attract
as wide a membership as possible and to establish a
more efficient and accessible international filing sys-

tem for the protection of industrial designs. The U.S.

N
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delegation, led by PTO experts, has moved discussions
toward a system similar to design patent protection in

the United States.

Audiovisual Performers Rights

The PTO, along with other US. government agencies,
worked with the U.S. motion picture industry and per-
formers’ unions to develop an agreement to improve
international protection for audiovisual performers rights.
As a result, the US. government put forward a compre-
hensive proposal for a new Treaty on Audiovisual Per-
formers Rights. This proposal aims to meet the needs of
both performers and film producers in the marketplace.

This proposal is a new milestone in US. international

copyright policy and in developing the policies that
shape international copyright law in this area. This pro-
posal is the first time that the United States has taken
the initiative on this long-standing and controversial
topic and proposed an agreement to ensure both moral

rights and economic rights for audiovisual performers.

Visiting Scholars Program

The 14th Annual Visiting Scholars Program (VSP) offered
two weeks of classroom and hands-on study to thirty-
seven IP officials from twenty-one countries. The VSP
gives representatives from IP offices around the world
a better understanding of the critical role of intellectual

property protection in building strong, vital economies.

PTO Management

PTO Officers. Lto R

Clarence C. Crawford Chief Financial Officer and Chief Administrative Officer, Anne Chasser Commissioner for Trademarks,
Robert L. Stoll Administrator for External Affairs, Q. Todd Dickinson Under Secretary of Commerce for Intellectual Property and
Director of the United States Patent and Trademark Office, Albin Drost General Counsel (Acting), Nicholas P. Godici Commis-
sioner for Patents, Mary C. Lee Administrator for Quality Management, Dennis Shaw Chief Information Officer.
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Clarence C. Crawford

Chief Financial Officer and

Chief Administrative Officer

On November 7, 1999, | officially assumed

the position of Associate Commissioner and
Chief Financial Officer of the U. S. Patent and
Trademark Office (PTO). | am pleased to be
responsible for the PTO's financial management
and reporting, procurement and human resources
practices, physical and personnel security, space
and facilities management, and the effective
stewardship and safeguarding of assets and

budget resources.

Though | have been here just a short time, | am
proud to be a part of the PTO’s excellent financial
management team. This is the eighth consecutive
year that the PTO has prepared comprehensive
annual financial statements. For the very first
time, a national independent public accounting
firm conducted our financial statement audit.
As in previous years, the auditors rendered an
unqualified opinion on our financial statements.
Moreover, this is the third consecutive year
that our auditors did not identify and report
material weaknesses in the PTO’s internal control.
| look forward to the challenge of perpetuating
and improving on the level of excellence exhibited

by the PTO in all aspects of its fiscal management

Message from the Chief Financial Oftficer
and Chief Administrative Officer

and financial reporting. | am proud to have
joined an agency that is considered a leader in
Federal financial management and that is on

the cutting edge of information technology.

Ours is truly a unique business, and we are in
the midst of change and opportunity. As the
global business environment continues to
evolve, we continue to modernize our financial
management systems and information tech-
nology infrastructure to keep pace. We have
enhanced our various financial systems to
improve on our management of assets and
budget resources and to provide for more
effective decision-making and greater account-
ability. By linking our financial accounting
results with the budget process, we are able to
better analyze our financial position and recog-
nize how operating results and budget formula-
tion form a continuous loop of information for
managing costs and making progress toward
achieving our vision and program goals. Because
of our technology dependence, we actively
pursued and resolved the Year 2000 issue and
our mission critical systems continued to func-
tion effectively in the Year 2000. We are also
aggressively pursuing our vision of an electronic
workplace. Through the medium of electronic
commerce and the Internet, we are extending
our presence beyond our physical location in
Northern Virginia and allowing our customers

direct access to our products and services



24 hours a day, 365 days a year. In June 1999,
the identification of an offeror for our new
consolidated facility was announced and we have
begun addressing the many financial, accounting,
and reporting matters that will arise. These mat-
ters include planning, controlling, and accounting
for the actual space acquisition resources; capi-
talizing, as appropriate, costs incurred to improve
the new space beyond the improvements being
made by the landlord; purchases of assets for
the new location; and disposals of existing assets

at the current locations.

In the midst of all these changes, our greatest
challenge during fiscal year 1999 and in the
future is the management of our largest asset,
Fund Balance with Treasury. During this fiscal
year, $72.0 million of our fund balance was
rescinded, and $233.5 million in previous years’
surcharge collections continues to be restricted
and unavailable for use in funding our operations.
As a result, our Statement of Cash Flows indi-
cates that, for the first time since we began
preparing comprehensive financial statements,
we realized a net decrease in our cash position.
Also for the very first time, our Balance Sheet
shows a reduction in total assets. In addition,
we collected $142 million from our customers
to process work that we were not authorized

to spend in fiscal year 1999. In spite of these

restrictions on our cash, we were able to effec-
tively manage our program costs in the short
term and ensure that the costs did not increase
at a rate faster than our revenue growth. Our
Balance Sheet indicates that our liabilities were
also kept in check and appropriately managed.
However, this challenge of managing our largest
asset requires a long-term solution—without
one, the inability to access all of fund balances
could potentially affect our ability to carry out

our mission in the long term.

As we face the new millennium, | realize that
achievement of our missions and goals requires
a total commitment to our customers and stake-
holders, a cultural change in our organization,
and a clear and strategic vision that effectively
uses our substantial resources. | believe in our
strength and potential, but most importantly,

| believe that the PTO’s employees have the
skills and perseverance to create a strong and

successful future for all of us.

%‘“

Clarence C. Crawford

Associate Commissioner
and Chief Financial Officer
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FISCAL YEAR 1999 FINANCIAL HIGHLIGHTS
Our customers and stakeholders must be confident that we place the highest priority in using
the resources entrusted to us effectively and efficiently. Therefore, we continually strive to realize

our vision

“To design an integrated planning, budgeting, evaluation, and cost management process where managers
and employees are empowered and held responsible for making efficient and cost-effective decisions that
foster innovation and risk-taking and where a strategic, comprehensive, and integrated approach to plan-

ning and resource management is in place.”

Of course, sound planning and effective use of resources is dependent on the availability of
accurate financial data. A national independent public accounting firm contracted by the U.S.
Department of Commerce (DOC) Office of Inspector General (OIG) audited the PTO's fiscal
year 1999 financial statements. The auditors, as they have done in the previous six years, issued an
unqualified opinion that the financial statements are fairly presented and are in conformance with
the Federal government’s accounting and reporting standards. Routinely, in their Report on Internal
Control auditors have suggested recommendations for improving internal control and operating effi-
ciencies. However, we are pleased to announce that as a result of the PTO’s success in implementing
corrective actions this year, no material weaknesses or reportable conditions in the PTO’s internal
control were identified. This report clearly demonstrates that we place high priority on the accuracy,

validity, and usefulness of our financial data.

We continue to improve and upgrade financial management systems and practices to support the
evolving business environment as we move into the 21st Century. Because of the continuing pursuit
of greater global intellectual property rights, the public and our customers will be increasing their
demand for access to patent and trademark data, products, and services. Our response to this increased
demand will be an escalated commitment to implementing new technology that will provide users

faster access to more timely data and new services.

We must continue to modernize our financial management systems and information technology
infrastructure to take advantage of the global information infrastructure and to achieve our vision
of the future electronic workplace. We will focus on identifying and producing measurable business
improvements by applying sophisticated risk management principles. Throughout this discussion and
analysis we will highlight our significant fiscal year 1999 resource management achievements and will

discuss future plans to achieve our vision.



Leveraging Information Technology
We are proud to have been the first Federal agency
to convert a paper check into an electronic debit
transaction at the point of sale. As a pilot with the
U.S. Department of the Treasury (Treasury), Financial
Management Service, point of sale check conversion
(POSCC) project, we are able to process and settle
checks electronically. The use of electronic cash set-
tling will result in improved funds availability, reduced
check processing time, better cash forecasting, and
lower risk of fraud. Customers will experience stream-
lined checkout, a receipt as an immediate record of
the purchase, and more detailed information on
their monthly statements. Private merchants using
the POSCC process have reported very high levels
of consumer acceptance.

Starting in October 1998 customers were able to
use the Trademark Electronic Application Submission
(TEAS) system. TEAS has secure payment capabilities
that allow trademark customers to submit applications
using credit cards to pay filing fees on-line. Trademark
customers filed more than 20,000 trademark applica-
tions online, representing over $5.2 million of trade-
mark application fee revenue for fiscal year 1999.

This year we also introduced around-the-clock
document ordering with our online Order Entry
Management System (OEMS). OEMS provides a
secure online environment for processing and vali-
dating customer credit card information. Online
customers can choose from various pricing arrange-
ments and delivery options, place orders, and then
pay for a wide range of official PTO documents. In
September 1999 the next generation of OEMS
was installed, and now customers can also check
the status of their orders online and receive many
products electronically.

During the next year we will continue to expand
online services to provide better service to customers
and to reduce fee collection costs. We will be accepting

online credit card payment for filing and maintenance

fees, as well as for deposit account replenishments.
Customers will also be able to use the PTO website
to request a form for changing entity status and to
view their deposit account information and balances

and the payment window dates for maintenance fees.

Resource Management

We were one of the first Federal agencies to success-
fully implement an enterprise-wide activity-based cost
(ABC) accounting system. The incremental deploy-
ment of ABC began in fiscal year 1998 and will con-
tinue through fiscal year 2001. By using ABC, we are
able to collect and analyze the costs associated with
processes and services provided to internal and
external customers on a PTO-wide basis. This infor-
mation is an important tool for improving cost and
for resource management.

During fiscal year 1999, we began leveraging our
ABC system to provide activity-based management
(ABM). ABM can provide for better management
and control of costs against revenue, enable more
effective decision-making, and provide greater account-
ability over incurred costs. A logical next step in the
ABC/ABM evolution is to link cost accounting infor-
mation to the budget process by using data from
our ABC/ABM model to create performance-based
budgets and strategic plans for fiscal years 2001
and beyond.

We have become a government leader in ABC/ABM
and have received recognition from numerous sources.
Government Executive magazine cited the PTO for cost
accounting excellence and identified the ABC project
as a “Best Practice” in Federal financial management.
Also, the Consortium for Advanced Manufacturing—
International, the inventors of ABC, invited the PTO
to speak at its annual conference.

The enterprise-wide data warehouse (EDW) is
another tool we use to manage PTO funds. The
EDW is an extensive database that delivers integrated
information from a number of systems to end-users

for decision support. EDW contains several years of



financial, patent, and cost accounting data grouped
by business unit. Built-in security rules enforce confi-
dentiality of data among users. Future enhancements
are planned to deploy the executive information
system (EIS) component of the EDW in addition

to adding new data on human resource, corporate
planning, trademarks, and information dissemination.
EIS will contain high-level aggregated data in a sum-
marized format that will assist an executive in strate-
gic and tactical decision-making. Any web browser
can be used to access EIS, and no additional software
is needed. The information will be available in various
hierarchies with drill-down capabilities and will be

updated on a daily basis.

Accounting for our Resources

In keeping with the evolving business environment,
we are moving the core accounting system to a client
server platform. Program Office Desktop (POD) was
implemented PTO-wide during fiscal year 1999. POD
is a state-of-the-art, commercial off-the-shelf add-on
to our core financial system. It enables our program
offices to relate financial accounting functions through
monitoring of budgets and plans, common postings,
funds control, and workflow processes. POD is fully
integrated with industry standard word processing,
spreadsheet packages, and document imaging to
facilitate management, storage, and routing of infor-
mation among users. Both a Budget Formulation
Module and a Fixed Asset Module are also being
considered as enhancements to POD. The Budget
Formulation Module would provide program office
managers with effective tools for robust planning
and budget execution. The Fixed Assets Module
would continue to support the main functions of
inventory management and would track the status

of fixed assets.

The emergence of electronic commerce continues
with the implementation of our Internet Purchasing
Application (IPA). The IPA accomplishes simplified
purchasing transactions on the Internet that only
pre-qualified vendors can use. IPA Requests for Quotes
(RFQ) are issued and IPA vendors receive an automatic
e-mail notification informing them that an RFQ has
been posted on our Internet home page. IPA vendors
create and submit quotes on the Internet in response
to our RFQ, and the quotes are populated in quote
sheets in our automated procurement system, which
interfaces with POD. Once quotes have been evalu-
ated and an award made, an award notification is
posted to our home page. IPA offers significant
advantages over traditional simplified purchasing
methods. We can expedite the simplified acquisition
process; achieve DOC initiatives for acquisition stream-
lining and socio-economic goals for awards to small
businesses; and provide savings from lower prices
through increased competition. All of those advan-
tages greatly benefit our customers.

We also plan to implement Travel Manager to
automate the travel process and to provide elec-
tronic storage of travel-related documents. Travel
Manager will provide many benefits to our office
and internal travel customers by providing greater
efficiency in processing, improved accountability
and greater data integrity.

Another example of leveraging information
technology is automating the Public Transportation
Subsidy (PTS) Program. For the first time ever, all
PTO employees are eligible to participate in the
PTS Program. In previous years approximately
900 MetroChek® cards were manually mailed on a
quarterly basis. During fiscal year 1999 approximately
2,200 MetroChek® cards were mailed each quarter.
Because of the increased number of employees now
receiving the cards, we discovered there was a need
for an automated system. We are now developing
an automated database to manage the program while
providing a means to accept employee re-certifications

over the Intranet.



Management Controls

For fiscal year 1999, we provided reasonable assur-
ance of compliance with the provisions of the Federal
Managers’ Financial Integrity Act. This assurance of
compliance is based on continued efforts to improve
all systems of internal accounting and administrative
controls. Assurance indicates that our management
controls are adeq