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PATENT AND TRADEMARK OFFICE
AUTHORIZATION

TUESDAY, JULY 23, 1985

U.S. SENATE,
SuBCOMMITTEE ON PATENTS,
CoPYRIGHTS AND TRADEMARKS,
COMMITTEE ON THE JUDICIARY,
Washington, DC.

The subcommittee met, pursuant to notice, at 9:40 a.m., in room
SD-562, Dirksen Senate Office Building, Hon. Charles McC. Ma-
thias, Jr. (chairman of the subcommittee), presiding.

Present: Senator Leahy.

Staff present: Steve Metalitz, staff director; Ralph Oman, chief
counsel; John Podesta, minority chief counsel; Randolph Collins .
and Sharon Donovan, professional staff,; Pamela Batstone, chief
clerk; and Beverly McKittrick, counsel for Senator Laxalt.

OPENING STATEMENT OF HON. PATRICK J. LEAHY, A US.
SENATOR FROM THE STATE OF YERMONT

Senator LEany [presiding]. Good morning. Senator Mathias is on

aﬁs way and has asked that I open this meeting, and I am glad to
0 s0.

I have a statement which I will give before we go to the distin-
guished list of witnesses, who will be led off with Congressman
Moorhead.

The encouragement of invention and innovation has always been
a vital part of our free enterprise system, and has been in no small
part responsible for the rise of the United States as the premier
economic force in the world.

I think one key to what might be called our ingenuity is the
system of patents by which those persons who do invent or inno-
vate are ensured that they reap the benefits of their hard work and
creativity. That was true when the framers of the Constitution ac-
knowledged the need for a viable patent system. It was true when
Abraham Lincoln said that this incentive to inventors adds the fuel
of interest to the fire of genius. And it is still true today.

Perhaps it is even more important today as technical innovations
in modern laboratories and workshops become the economic life-
blood of entire new industries of tomorrow. We only need to look
around to see the tremendous importance of innovation in today’s
highly competitive and technology-based business environment.
Through that, we appreciate the importance of a viable patent and
trademark system.

1



2

And if that system breaks down and fails to provide the protec-
t1;)1ndto innovators for their efforts, the incentive to create is dimin-
ishe

Today, the United States cannot afford to lose any of its competi-
tive edge in the high-technology industries that are dependent on
the innovative new products and processes. We cannot afford any
breakdown of our patent and trademark systems.

Right now, we have some trouble with our system. The Patent
and Trademark Office is in the process of revamping its record-
keeping system. It is going from a shoebox type of information stor-
age that has been used for 160 years to an automated system, al-
lowing for rapid access to the Office’s records.

Now, that sort of systematic change has never been easy, but the
Patent Office has encountered more than the usual amount of
problems, and a recent report by the GAO points out several in-
stances of poor management within the Patent Office in its pro-
gram to automate. Among other things, the GAO has found the
Patent Office failed to identify the basic needs of the users of the
system; they accepted terminal equipment that did not meet its re-
quirement, and replaced that equipment with other equipment
which in itself was deficient. They improperly used exchange
agreements to circumvent Federal procurement regulations; they
negotiated terms of exchange agreements that restricted the Of-
fice’s control over its own resources, restricted public access to
trademark information, and would have resulted in higher fees
being charged to the public, and then they accepted an automated
search system without fully testing it, and that resulted in a
system that is no better than the manual system it replaced.

The House has already passed legislation that would alter the
funding structure of the PTO so that this automation program is
funded by the Office’s appropriation rather than from user-fee
income. I think this is going to give the Congress better oversight
of this important project. It should serve to prevent future abuses
of the type that I just noted.

I am generally in agreement with the other body on this matter,
and I believe that the Patent Office should be closely watched in its
effort to automate and to provide continued public access to its
records, especially in light of its serious mistakes in managing the
program already.

But I am also concerned about the consequences of the House re-
strictions on the PTO’s use of available funds, if the administration
prevails in its effort to keep the 1986 funding for the Office at the
$84.7 million level, rather than to provide the $101.6 million level
the House bill seeks. If that result occurs, in all fairness to the
Patent Office, it gets caught in the middle. Not only would it be
short of funds for the proper fulfillment of its basic services, but it
might also be unable to divert user-fee funds into the automation
project. With the great need for that project and the efficiency it
should add to the Office, such a result could be detrimental to the
basic purpose for which the PTO exists—that of instilling confi-
dence in users of the PTO that they have an effective system to
protect the results of their innovation.

[A copy of S. 866 follows:]

B Y
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99tH CONGRESS
18T SESSION S. 866

To authorize appropriations for the Patent and Trademark Office in the
Department of Commerce.

IN THE SENATE OF THE UNITED STATES

APrIL 3 (legislative day, FEBRUARY 18), 1985

Mr. MaTH1AS (for himself and Mr. THURMOND) (by request) introduced the fol-
lowing bill; which was read twice and referred to the Committee on the Ju-
diciary

A BILL

To authorize appropriations for the Patent and Trademark
Office in the Department of Commerce.

[y

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That there are authorized to be appropriated for the payment
of salaries and necessary expenses of the Patent and Trade-
mark Office to become available for fiscal year 19886,
$84,739,000, and in fiscal years 1987 and 1988 such sums
as may be necessary as well as such additional or supplemen-

tal amounts as may be necessary, for increases in salary, pay,

© o 1 & O W N

retirement, or other employee benefits authorized by law.

b
(o]

Funds available under this Act shall be used to reduce by 50
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per centum the payment of fees under section 41 (a) and (b)
of title 35, United States Code, by independent inventors and
nonprofit organizations as defined in regulations established
by the Commissioner of Patents and Trademarks, and by
small business concerns as defined in section 3 of the Small
Business Act and any. subsequent legislation amending that
section or transferring responsibilities under that section and
by regulations established by the Small Business Administra-
tion or its successor. When so specified and to the extent
provided in an appropriation Act, any amount appropriated
pursuant to this Act and,. in addition, such fees as shall be
collected pursuant to title 35, United States Code, and the
Trademark Act of 1946, as amended (15 U.S.C. 1051 et

seq.), may remain available without fiscal year limitation.
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Senator Leany. We call as our first witness the Honorable Carlos
J. Moorhead, U.S. House of Representatives.

Congressman, we are delighted to have you with us before the
committee.

Mr. MoorHEAD. It is nice to be with you.

STATEMENT OF HON. CARLOS J. MOORHEAD, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF CALIFORNIA

Mr. MoorHEAD. Mr. Chairman, thank you for this opportunity to
appear before your subcommittee. With your permission, I would
like my entire statement included in the hearing record, along
;vith a copy of our subcommittee report on the House-passed H.R.

434,

Senator LEanY. Without objection.

Mr. MoorHEAD. The bill before you as it passed the House has a
wide base of support. It has the unanimous support of the House
Judiciary Committee. It passed the House on the suspension calen-
dar June 14, 1985, without a dissenting vote. It also has the unani-
mous support of those people who use the Patent Office as repre-
sented by the American Intellectual Property Law Association, the
Intellectual Property Owners, Inc., and the U.S. Trademark Asso-
ciation. The opposition to the House-passed bill comes from OMB
and the Patent and Trademark Office.

Our concern for the Patent and Trademark Office goes back a
number of years. I remember quite vividly the shape we found that
Office in 1980—5 to 25 percent of any given search file was miss-
ing, and it is the search file which determines the strength of your
patent; the Department of Commerce had cut the budget of the
PTO in fiscal years 1976, 1977, and 1978; in 1980, the PTO’s 22-mil-
lion document search file was increasing by 750,000 a year, and
maintained as it was in 1836, in so-called “shoeboxes,” with no au-
tomation whatsoever and no plans for such.

The House Judiciary Committee was so disgusted with the De-
partment of Commerce’s neglect of that Office that, in 1980, we
voted to separate the Patent Office from the Department of Com-
merce. That did not occur in the final version, but we did get the
attention of the Department of Commerce, and they agreed to sup-
port an amendment we drafted making the Commissioner of Pat-
ents an Assistant Secretary of Commerce with the hope that their
needs and requests would be given more attention. This worked
very well for the last 4 years. Then, this year, unknown to us, we
were advised that OMB decided to cut PTO’s 1985 appropriation by
$16.9 million. They justified this reduction by saying that the PTO
collected more user fees than it had planned, and therefore its ap-
propriations should be cut accordingly.

There are two problems with this. There were no excess user fees
collected because when the Director of OMB put a hold on the $16
million for this year, the PTO announced a whole list of cutbacks it
had to undergo as a result of OMB holding up the $16.9 million.
For a list of those cuts, page 4 of our report lists them all.

The second problem with holding up the $16.9 million in user
fees is that money came from users, not the taxpayer. When the
Congress strongly supported the administration’s legislation in
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1982, to substantially increase user fees, we made a promise to the
American inventor, and that is, if he or she would go along with
the increase in user fees, we, the Congress, would try to provide a
first-class Patent and Trademark Office.

Instead of a first-class office, what we are giving him—after we
increased his fees substantially—is a cut in services. This is not
what we should do, and this is not-what the House-passed bill does.

H.R. 2434 would retain the same level of funding as in fiscal year
1985. In other words, H.R. 2434 freezes the authorized level of ap-
propriations for the PTO for 1986 at $101.6 million. This is not the
time for this country to reduce its commitment to U.S. innovation.

In addition to adding $16.9 million higher than the amount rec-
ommended by the administration, I amended the bill to freeze
trademark fees except for adjustments to reflect fluctuations
during the previous 3 years in the Consumer Price Index.

Presently, there are no restrictions on increasing trademark fees
that now exist on patent fees. My amendment placed the same re-
striction on trademark fees that now exist on patent fees. Our
trademark system is presently funded in its entirety by user fees;
no tax dollars are involved. A trademark application fee is now
$175. Three years ago, before the 1982 increase, it was $35, which
was set in 1965.

There is one category of patent fees which are not restricted—
the 41(D) fees, which are the so-called miscellaneous goods and
services fees which can be raised every year. My amendment,
which was accepted by the House Judiciary Committee, would also
bring these fees in line with other patent fees—that is, they can
only be raised after 3 years, and then only to reflect fluctuations
during the previous 3 years in the Consumer Price Index.

A third amendment of mine, which was accepted by the House
Judiciary Committee, would have the effect of precluding the
Patent and Trademark Office from imposing any fee for the use of
the Patent or Trademark Search Libraries.

The Patent and Trademark Office has maintained public patent
and trademark search rooms since the last century. There has
never been a cost required for the use of either room. These search
rooms contain public records, assembled at public expense, to
which the public needs access. Eighty percent of all technology dis-
closed in patent literature is published nowhere else.

The deal which we call a patent is to encourage the inventor to
disclose the invention to the Government and not keep it secret,
and the Government will in return give the inventor 17 years of
exclusivity. It is these libraries where the inventor goes to deter-
mine whether he or she has in fact built a better mousetrap.

The PTO is presently planning to institute fees of $40 to $70 an
hour, with regard to the use of the trademark search room, and a
fee not yet determined for the patent search room. If the Office
provides access through terminals in the search rooms to data
bases not owned by the Office, the Office is authorized to collect a
fee and pass it on to the owner. This section does not prohibit
charging the public for copies of records or charging for an entirely
new service not provided.

There were two other amendments offered by the gentleman
from Texas, Jack Brooks, which were accepted by our committee.

U
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An explanation of those amendments can be found on page 7 of our
report. They are aimed at correcting a couple of problems pointed
out to us by the Comptroller General’s report on the automation of
the trademark operations. Because the PTO was acquiring data
bases by exchange agreements rather than by purchase, they felt
they did not have to comply with the Brooks Act relating to certain
procurement procedure. The effect of these amendments will be to
insure that the appropriation mechanism, rather than either user
fees or exchange agreements, will be relied upon for the procuring
of any automatic data processing resources by the Patent and
Trademark Office during the next 3 years.

Mr. Chairman, in conclusion let me say that on the House side,
we are very concerned with what is going on at the Patent Office.
The Patent Office was one of the first agencies created by the Con-
gress. A system of registration was set up back in 1790. An exami-
nation system and office was set up in 1836. This country was built
on innovation and invention. A system of patents is only as good as
the office that grants and administers it.

We have turned the corner. Pendency is down to 24 months and
is expected to be down to 18 months in 1987. The quality of patents
will be substantially enhanced when the automation system is fully
in place in 1990. We must keep on top of this Office if we are going
to have the quality of service our inventors deserve. The future of
our country is in the creativity of our citizens, and patents play a
critical role in the innovation process. I urge you to favorably con-
sider H.R. 2434,

[The prepared statement of Representative Moorhead and the
report on H.R. 2434 follow:] ’



PREPARED STATEMENT OF RePRESENTATIVE CARLOS J. MOORWEAD

Mr. CHAIRMAN AND ﬂEMBERs OF THE SUBCOMMITTEE:
THANK YOU FOR THIS OPPORTUNITY TO APPEAR BEFORE YOUR
SUBCOMMITTEE. WITH YOUR PERMISSION MR. CHAIRMAN | WOULD LIKE My 3
ENTIRE STATEMENT PRINTED IN THE HEARING RECORD ALONG WITH A COPY
OF OUR SUBCOMMITTEE REPORT ON THE House-passep H.R. 2434. »
‘THE BILL BEFORE YOU AS IT PASSED THE HOUSE HAS A WIDE
BASE OF SUPPORT. [T HAS THE UNANIMOUS SUPPORT OF THE House
Jupicrary CoMMiTTEE. [T PASSED THE HOUSE ON THE SUSPENSION
caLENDAR (June 14, 1985) WiTHOUT A DISSENTING vOTE. [T ALSO HAS
THE UNANIMOUS SUPPORT OF THOSE PEOPLE WHO USE THE PATENT OFFICE
AS REPRESENTED BY THE AMERICAN INTELLEcTUAL PROPERTY LAW Associa-
TioN--Tue InTeELLEcTUAL ProperTY Owners, INc. anD THE UNiTED
STATES TRADEMARK ASSOCIATION. THE OPPOSITION To THE HOUSE-PASSED
BILL COMES FRoM OMB AND THE PATENT AND TRADEMARK OFFICE.
V Our CONCERN POR THE PATENT AND TRADEMARK OFFICE GOES BACK
A NUMBER OF €EARS- I REMEMBER QUITE VIVIDLY, THE SHAPE WE FOUND
5
THAT OFF1ce 1N 1980-- '
 -=5 70 25 PERCENT OF ANY GIVEN SEARCH FILE WAS MISSING=-
AND IT'S THE SEARCH FILE WHICH DETERMINES THE STRENGTH
- " OF YOUR PATENT;
--THE DEPARTMENT OF COMMERCE HAD CUT THE BUDGET oF THE PT0
in FY 1976-77-78;
--In 1980, THE PTO’s 22 MILLION DOCUMENT SEARCH FILE WAS
INCREASING BY 750,000 A YEAR AND MAINTAINED AS IT WAS IN
1836, IN SO-CALLED SHOE-BOXES-~WITH NO AUTOMATION WHAT-

SOEVER AND NO PLANS FOR SUCH™™

The House JupiciarYy COMMITTEE WAS SO DISGUSTED WITH THE
DEPARTMENT OF COMMERCE’S NEGLECT OF THAT OFFicE THAT In 1980
WE VOTED TO SEPARATE THE PATENT OFFICE FROM THE DEPARTMENT OF

CoMMERCE. THAT DID NOT OCCUR IN THE FINAL VERSION BUT WE DID
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GET THE ATTENTION OF THE DEPARTMENT oF COMMERCE AND THEY

AGREED TO SUPPORT AN AMENDMENT WE DRAFTED MAKING THE COMMISSIONER
0f PATENTS AN AssISTANT SECRETARY OF COMMERCE WITH THE HOPE THAT
THEIR NEEDS AND REQUESTS WOULD BE GIVEN MORE ATTENTION.

THIS WORKED VERY WELL FOR THE LAST FOUR YEARS- THEN THIS YEAR
UNKNOWN TO US WE WERE ADVISED THAT OMB peciped To cut PT0’'s 1985
APPROPRIATION BY $16.9 MILLION DOLLARS. THEY JUSTIFIED THIS

REDUCTION BY SAYING THAT THE PTD COLLECTED MORE USER FEES THAN

1T HAD PLANNED THEREFORE 1TS APPROPRIATIONS SHOULD BE CUT

ACCORDINGLY-~THERE ARE TWO PROBLEMS WITH THIS~-THERE WAS NO
EXCESS USER FEES COLLECTED BECAUSE WHEN THE DirecTor oF OMB
PUT A HOLD ON THE $16 MILLION DCLLARS FOR THIS YEAR THE PTO
ANNOUNCED A WHOLE LI1ST OF CUTBACKS IT HAD TO UNDERGO AS A
ResuLT of OMB HoLDiInG UP THE 16.9 miLLion poLLaRs. For
A LIST OF THOSE CUTS PLEASE SEE PAGE 4 OF OUR REPORT-~
THE SECOND PROBLEM WITH HOLDING UP THE $16-9 MILLION IN USER
FEES 1S THAT MONEY CAME FROM USERS, NOT THE TAXPAYER. WHEN
THE CONGRESS STRONGLY SUPPORTED THE ADMINISTRATION'S LEGISLA™
TioN IN 1982, TO SUBSTANTIALLY INCREASE USER FEES, WE MADE A
PROMISE TO THE AMERICAN INVENTOR, AND THAT IS, IF HE OR SHE
WOULD GO ALONG WITH TRE INCREASE IN USER FEES, WE THE CONGRESS
WOULD TRY AND PROVIDE A FIRST cLASS PATENT AND TRADEMARK
OFFice. INSTEAD OF A FIRST CLASS OFFICE, WHAT WE ARE NOW
GIVING HIM AFTER WE INCREASED HIS FEES SUBSTANTIALLY, IS A
CUT IN SERVICES- THIS IS NOT WHAT WE SHOULD DO AND THIS
IS NOT WHAT THE House-pPasseD BILL Does- H.R. 2434 ywourp
RETAIN THE SAME LEVEL OF FUNDING AS IN FISCAL YEAR 1985. In
OTHER wORDS, H.R. 2434 FREEZES THE AUTHORIZED LEVEL OF
APPROPRIATIONS FOR THE PTO rFor 1986 aT1 $101.6 mMiLLION.
THIS 1S NOT THE TIME FOR THIS COUNTRY TO REDUCE ITS COMMIT-
MENT 70 U.S. iINNOVATION.

IN ADDITION Tao ADDING $16.9 MILLION HIGHER THAN THE AMOUNT

RECOMMENDED BY THE ADMINISTRATION | AMENDED THE BILL TO -FREEZE
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TRADEMARK FEES EXCEPT FOR ADJUSTMENTS TO REFLECT FLUCTUATIONS
DURING THE PREVIOUS THREE YEARS IN THE Consumer Price InpEx.
PRESENTLY, THERE ARE KO RESTRICTIONS ON INCREASING TRADEMARK

FEES THAT NOW EXIST ON PATENT FEES. My AMENDMENT PLACED THE SAME
RESTRICTION ON TRADEMARK FEES THAT NOW EXIST ON PATENT FEES.

OurR TRADEMARK SYSTEM 1S PRESENTLY FUNDED IN ITS ENTIRETY

BY USER FEES —~ NO TAX DOLLARS ARE INVOLVED. A TRADEMARK
APPLICATION FEE 1S Now $175.00. THREE YEARS AGO BEFORE THE'
1982 increase 1T was $35.00 whHicn was seT 1n 1965.

THERE 1S ONE CATEGORY OF PATENT FEES WHICH ARE NOT
RESTRICTED —~ THE 41(D) FEES WHICH ARE THE SO-CALLED
MISCELLANEOUS GOODS AND SERVICES FEES WHICH CAN BE RAISED
EVERY YEAR —~ MY AMENDMENT WHICH WAS ACCEPTED BY THE HOUSE
Jupiciary COMMITTEE WOULD ALSO BRING THESE FEES IN LINE WITH
OTHER PATENT FEES, THAT IS, THEY CAN ONLY BE RAISED AFTER
3 YEARS AND THEN ONLY TO REFLECT FLUCTUATIONS DURING THE
PREVIOUS THREE YEARS IN THE Consumer Price InpEx-

A THIRD AMENDMENT OF MINE WHIH WAS ACEPTED BY THE
House Jupiciary COMMITTEE WOULD HAVE THE EFFECT OF PRECLUD-
ING THE PATENT AND TRADEMARK OFFICE FROM IMPOSING ANY FEE -
FOR THE USE OF THE PATENT OR TRADEMARK SEARCH LIBRARIES-

THe PATENT & TrRaDEMARK OFFICE HAS MATNTAINED PUBLIC
PATENT AND TRADEMARK SEARCH ROOMS SINCE THE LAST CENTURY-
THERE HAS NEVER BEEN A COST REQUIRED FOR THE USE OF EITHER
ROOM- THESE SEARCH ROOMS CONTAIN PUBLIC RECORDS ASSEMBLED
AT PUBLIC EXPENSE TO WHICH THE PUBLIC NEEDS ACCESS- EIGHTY
PERCENT OF ALL TECHNOLOGY DISCLOSED IN PATENT LITERATURE 1S
PUBLISHED NOWHERE ELSE- THE DEAL WHICH WE CALL A PATENT IS
TO ENCOURAGE THE INVENTOR TO DISCLOSE THE INVENTION TO THE
GOVERNMENT AND NOT KEEP IT SECRET AND THE GOVERNMENT WILL
IN RETURN GIVE THE INVENTOR 17 YEARS OF EXCLUSIVITY. IT Is
THESE LIBRARIES WHERE THE INVENTOR GOES TO DETERMINE WHETHER

HE OR SHE HAS IN FACT BUILT A BETTER MOUSETRAP. THE PTO 1s

e
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"PRESENTLY PLANNING TO INSTITUTE FEES OF $40 to $70 AN HOUR,
WITH REGARD TO THE USE OF THE TRADEMARK SEARCH ROOM AND A FEE
NOT YET DETERMINED FOR THE PATENT SEARCH RoOM. IF THE OFFICE
PROVIDES ACCESS THROUGH TERMINALS IN THE SEARCH ROOMS TO DATA
BASES NOT OWNED ‘BY THE OFFICE, THE OFFICE IS AUTHORIZED TO
COLLECT A FEE AND PASS IT ON TO THE OWNER. [HIS SECTION DOES
NOT PROHIBIT CHARGING THE PUBLIC FOR COPIES OF RECORDS OR
CHARGING FOR AN ENTIRELY MEW SERVICE NOT NOW PROVIDED-

"\JHERE WERE TWO OTHER AMENDMENTS OFFERED BY THE GENTLEMAN
From TExas (Jack BROOKS) WHICH WERE ACCEPTED BY OUR CoMMITTEE-
AN EXPLANATION OF THOSE AMENDMENTS CAN BE FOUND ON PAGE SEVEN
OF OUR REPORT- THEY ARE AIMED AT CORRECTING A COUPLE o?
PROBLEMS POINTED OUT TO US BY THE COMPTROLLER GENERAL'S REPORT
ON THE AUTOMATION OF THE TRADEMARK OPERATIONS. BECAUSE THE
PTO WAS ACQUIRING DATA BASES BY EXCHANGE AGREEMENT RATHER
THAN BY PURCHASE, THEY FELT THEY DID NOT HAVE
TO COMPLY WITH THE BROOKS ACT RELATING TO CERTAIN PROCUREMENT
PROCEDURE. THE EFFECT OF THESE AMENDMENTS WILL BE TO INSURE
THAT THE APPROPRIATION MECHANISM, RATHER THAN EITHER USER
FEES OR EXCHANGE AGREEMENTS, WILL BE RELIED UPON FOR THE
PROCURING OF ANY AUTOMATIC DATA PROCESSING RESOURCES BY THE
PaTENT AND TRADEMARK OFFICE DURING THE NEXT 3 YEARS-

MR- CHAIRMAN, IN CONCLUSION LET ME SAY THAT ON THE
HOUSE SIDE WE ARE VERY CONCERNED WITH WHAT'S GOING ON AT
THE PATENT OfFrce. THe PATENT OFFICE WAS ONE OF THE FIRST
AGENCIES CREATED BY CONGRESS. A SYSTEM OF REGISTRATION WAS
SET-UP BACK IN 1790. AN EXAMINATIONS SYSTEM AND OFFICE WAS
SET UP IN 1836. THIS COUNTRY WAS BUILT ON INNOVATION AND INVEN-
TION- A SYSTEM OF PATENTS IS ONLY AS GOOD AS THE OFFICE THAT
GRANTS AND ADMINISTERS IT-
We HAVE TURNED THE CORNER- PENDENCY IS Down To 24 KONTHS

AND IS EXPECTED To BE pown To 18 montHs in 1987. Tue ouaLlTY

OF PATENTS WILL BE SUBSTANTIALLY ENHANCED WHEN THE AUTOMATION
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SYSTEM IS FULLY IN PLACE IN 1990. WE MuST KEEP ON TOP OF
TH1S OFFICE IF WE ARE GOING TO HAVE THE QUALITY OF SERVICE
OUR INVENTORS DESERVE. THE FUTURE OF OUR COUNTRY IS IN THE
CREATIVITY OF OUR CITIZENS AND PATENTS PLAY A CRITICAL ROLE
IN THE INNOVATION PROCESS. | URGE YOU TO FAVORABLY CONSIDER

H.R. 2434,
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PATENT AND TRADEMARK AUTHORIZATIONS

May 15, 1985.—Committed to the Committee of the Whole House on the State of the
Union and ordered to be printed

Mr. KASTENMEIER, from the Committee on the Judiciary,
submitted the following

REPORT

[To accompany H.R. 2434)

The Committee on the Judiciary, to whom was referred the bill
(H.R. 2434) to authorize appropriations for the Patent and Trade-
mark Office in the Department of Commerce, and for other pur-
poses, having considered the same, report favorably thereon with
an amendment and recommend that the bill as amended do pass.

The amendment is as follows:

Strike out all after the enacting clause and insert in lieu thereof
the following:

SECTION 1. AUTHORIZATION OF APPROPRIATIONS.

(a) Purroses AND AMOUNTS.—There are authorized to be appropriated to the
Patent and Trademark Office—
(1) for salaries and necessary expenses, $101,631,000 for fiscal year 1986,
$110,400,000 for fiscal year 1987, and $111,900,000 for fiscal year 1988; and
(2) such additional amounts as may be necessary for each such fiscal year for
}ncreases in salary, pay, retirement, and other employee benefits authorized by
aw
(b) RebuctioNn oF PaTent Fees.—Amounts appropriated under subsection (aX1)
shall be used to reduce by 50 percent each fee paid under section 41(a) or 41(b) of
title 35, United States e, by—
(1) an independent inventor or nonprofit organization as defined in regula-
tions prescribed by the Commissioner of Patents and Trademarks, or
(2) a small business concern as defined under section 3 of the Small Business
Act (15 US.C. 632).

SEC. 2. APPROPRIATIONS AUTHORIZED TO BE CARRIED OVER

Amounts appropriated under this Act and such fees as may be collected under
title 35, United States Code, and the Trademark Act of 1946 (15 U.S.C. 1051 and
followmg) may remain available until expended.

SEC. 3. INCREASES OF TRADEMARK AND CERTAIN PATENT FEES PROHIBITED.

(a) TRADEMARK FEEs.—The Commissioner of Patents and Trademarks may not,
during fiscal years 1986, 1987, and 1988, increase fees established under section 31 of
the Trademark Act of 1946 (15 U.S.C. 1113) except for purposes of making adjust-
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ments which in the aggregate do not exceed fluctuations during the previous 3 years
in the Consumer Price Index, as determined by the Secretare of Labor. The Com-
missioner also may not establish additional fees under such section during such
fiscal years.

(b) PaTENT FEES.—The Commissioner of Patents and Trademarks may not, during
fiscal years 1986, 1987, and 1988, increase fees established under section 41(d) of title
35, United States Code, except for purposes of making adjustments as described in
section 41(f) of such title. The Commissioner also may not establish additional fees
under such section during such fiscal years.

SEC. 4. FEES FOR USE OF SEARCH ROOMS AND LIBRARIES PROHIBITED.

The Commissioner of Patents and Trademarks may not impose a fee for use of
public patent or trademark search rooms and libraries. The costs of such rooms and
libraries shall come from amounts appropriated by Congress. -

SEC. 5. USE OF PATENT AND TRADEMARK FEES PROHIBITED FOR PROCUREMENT OF AUTOMATIC
DATA PROCESSING RESOURCES.

Fees collected under section 31 of the Trademark Act of 1946 (15 U.S.C. 1113) and
section 41 of title 35, United States Code, may not be used during fiscal years 1986,
1987, and 1988 to procure by purchase, lease, transfer, or otherwise automatic data
processing resources (including hardware, software and related services, and ma-
chine readable data) for the Patent and Trademark OfTice.

SEC. 6. USE OF EXCHANGE AGREEMENTS RELATING TO AUTOMATIC DATA PROCESSING RE-
SOURCES PROHIBITED.

The Commissioner of Patents and Trademarks may not exchange items or serv-
ices (as authorized under section 6(a) of title 35, United States Code) relating to
automatic data processing resources (including hardware, software and related serv-
ices, and machine readable data) during fiscal years 1986, 1987, and 1988. This sec-
tion shall not apply to any agreement relating to data for automation programs en-
tered into with a foreign government or with a bilateral or international intergov-
ernmental organization.

PURPOSE OF THE LEGISLATION

The purpose of H.R. 2434 is to authorize appropriations for the
Patent and Trademark Office in the Department of Commerce for
fiscal years 1986 through 1988.

BACKGROUND

Reliable patent and trademark protection for inventors and busi-
nesses can provide important incentives for technological progress
and investment. When President Reagan signed Public Law 98-622,
he said “the stimulation of American inventive genius requires a
patent system that offers our inventors prompt and effective pro-
tection for their inventions.” The recent report of the President’s
Commission on Industrial Competitiveness noted, “‘Since technolog-
ical innovation requires large investments of both time and money,
the protection of our intellectual property is another task we
should place on our competitive agenda.”

The 1979 report by the Advisory Committee on Industrial Inno-
vatti’gg of the Carter Administration’s domestic policy review
stated:

In general, the patent system has served the country
well. Major overhaul of the patent system is not recom-
mended. Nevertheless, some modification to the system
could have a beneficial effect on innovation, . . . When
proper consideration is given to these problems as they
relate to those independent inventors and small businesses
whose success—and indeed very existence—depends upon
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the innovation process, it becomes clear that some changes
must occur.

The Committee on the Judiciary for several Congresses has been
engaged in an effort to improve the effectiveness of the U.S. patent
and trademark systems. Laws on this topic which have been en-
acted include: Public Law 96-517, which established a new system
for reexamining patents in the Patent and Trademark Office and
authorized the Office to establish user fees administratively; Public
Law 97-164, which established the Court of Appeals for the Federal
Circuit and gave that court exclusive appellate jurisdiction in
patent cases; Public Law 97-247, which authorized appropriations
for the Patent and Trademark Office for fiscal year 1983 through
1985 and increased user fee income substantially; and Public Law
98-622, which made several changes to clarify and improve patent
law and procedure.

An effective Patent and Trademark Office is the cornerstone for
reliable patent and trademark protection. Changes in the manner
of operating the Office can have as great an impact on the nation’s
economy as changes in the substantive rules of patent and trade-
mark law. Public Laws 96-517 and 97-247 have resulted in major
changes in the Office. User fee income has risen from $28.8 million
in 1982 to an estimated $98.6 million 1985. Pursuant to Section 9 of
Public Law 96-517, the Commissioner submitted an “Automation
Master Plan” in 1982, and began major programs to automate both
the patent and the trademark operations. The Office estimated in
1982 that its automation programs will cost at least $719.9 million
through 2002.

The Committee is concerned about three separate issues raised
by the Patent and Trademark Office authorization: first, the ade-
quacy of the funding for the Patent and Trademark Office; second,
the policies being followed by the Office with respect to user fees;
and third, the development of an automation plan for the Office.

1. Level of appropriations

H.R. 1628, as introduced, authorized $84,739,000 to be appropri-
ated for the expenses of the Patent and Trademark Office for fiscal
year 1986. For fiscal years 1987 and 1988, the bill proposed open-
ended authorizations. The $84,739,000 amount was a decrease of
$16.9 million from the Office’s 1985 appropriations of $101,631,000.
The Office’s 1986 budget submission explained that the Administra-
tion proposes to make up for the reduction in appropriations in
1986 by spending about $16,000,000 in ‘“‘excess” user fees which
have accumulated over the 1983 through 1985 period.

The 1986 budget submission and information provided to the
Committee by the Office about cutbacks being made in the Office’s
1985 programs have led the Committee to conclude that appropria-
tions should not be reduced from the 1985 level.

The increase in user fees imposed by Public Laws 96-517 and 97-
247 was substantial. The Committee envisioned that the revenue
raised by the higher fees would be used to make major improve-
ments in the operations of the Patent and Trademark Offices.
When the Commissioner of Patents and Trademarks testified
before the Subcommittee on Courts, Civil Liberties and the Admin-
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istration of Justice in March 1982, he clearly stated that . . . fees
received by the Patent and Trademark Office would be available to
use directly in improving service to inventors and industry.” ! The
Administration’s 1986 proposed budget, however, goes in the direc-
tion of using fee income to reduce the level of public support for
the Office, not to improve the functioning of the Office.

- The Committee was provided with information indicating that
the Office is planning to reduce various programs by about $5.7
million dollars during 1985 in order to cover the cost of the pay
raise received by government employees and other unbudgeted cost
increases. The cuts being made by the Office in its 1985 programs
include significantly reducing for the rest of 1985 the use of com-
mercially available data bases by patent examiners for searching
purposes; eliminating training for examiners; reducing programs
for reclassifying the patent file by subject matter and checking file
integrity; leaving unfilled the vacant positions at the Board of
Patent Appeals; and terminating summer employment programs
for students.

Testimony was presented that the Office is not doing enough to
improve the quality of patent examining, and indeed may be reduc-
ing the level of quality of examining.?2 A survey of patent owners
showed that 68 percent of the owners surveyed reported only ‘“mod-
erate”’ confidence in the validity of patents issued to them by the
Patent and Trademark Office. The respondents felt highest priority
should be given to improving the quality of patent examining.?
Former Commissioner Gerald J. Mossinghoff, in a recently pub-
lished interview, emphasized the need for improvement of the
patent search files. He said, “One of the real scandals of the Patent
and Trademark Office . . . is that 7 percent of our references that
the examiners must look through are either missing or misfiled.” *

The Committee believes that the paper patent search file cannot
be allowed to deteriorate. The paper search file cannot be scrapped
instantly when an automated system is completed. Even if the
search file is automated by 1990, as planned, improvements are
needed to be made in the paper search files in the meantime. If the
subject matter classification system for the search file is not contin-
ually updated to keep pace with changing technology, the search
file will become less effective for finding relevant documents. The
patent subject matter clasification system will still be needed when
the automated system becomes available.

The Office plans to cut back on legal and scientific periodicals
and pamphlets used by patent examiners, even though the budget
submission says “periodicals and pamphlets are essential in the
patent and trademark examination process.” The Office has re-
duced periodicals and pamphlets by over one-third for 1985 and
proposes a similar level of expenditures for 1986.

! See Hearings on Patent and Trademark Office Authorization before the House Judiciary
Subcommittee on Courts, Civil Liberties and the Administration of Justice, 97th Congress, 2d
Sess. (1982) at 12,20. .

? See Hearings on Patent and Trademark Office Authorization (1985) Before the House Judici-
ary Subcommittee on Courts, Civil Liberties and the Administration of Justice, 99th Cong. 1st
Sofsl. d(1985) (statement of Donald W. Banner).

4 See 29 BNA's Patent, Trademark and Copyright Journal 490 (March 14, 1985).
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The 1986 budget submission also is inadequate to insure timeli-
ness of the services provided by the Office. The estimate in the
budget that 107,000 patent applications will be filed in 1986 ap-
pears low, considering that over 109,500 were filed in 1984 and the
recent trend in filing seems to be upward. The Office reports that
the average time required to decide patent appeals is 24 months
and will be up to 28 months in 1986. Backlogs of undecided trade-
mark appeals also are at unacceptable levels and rising.

In addition, the Office’s proposed 1986 budget makes cuts in ad-
ministrative services. Administrative services include maintaining
official records for inspection by the public, performing the initial
clerical screening of the patent and trademark applications, and
operating the internal mail and messenger systems. These adminis-
trative services have been the subject of public complaints in the
past, and no justification is given for reducing the funding for them
now.

The Committee accordingly concluded that the level of public
support for the Patent and Trademark Office should not be reduced
from the current level of $101,631,000. The Committee’s conclusions
is rooted in the proposition that patents issued by the Patent and
Trademark Office must be reliable and the public must have confi-
dence in the validity of patents if the patent system is to meet its
objectives.

The Office has been vigorously pursuing the goal of 18 months
by '87” in patent examining for the past three years. The Commit-
tee fully supports the efforts of the Office to examine patent appli-
cants promptly. However, resources also must be allocated to im-
proving the quality of issued patents. If appropriated, a portion of
the $16.9 million support which the Committee has added to the
authorization for 1986 should go toward improving the quality of
patent examining. Improving the integrity of the search library is
very important. The backlog of patent appeals is unacceptable
large and growing larger. Immediate action should be taken to im-
prove this situation.

In addition to holding the authorized level of public support for
the Patent and Trademark Office for 1986 at the 1985 level of
$101,631,000, the Committee is authorizing appropriations for the
Office of $110,400,000 for fiscal year 1987 and §111,900,000 for fiscal
year 1988. These amounts represent the appropriation levels which,
together with fee income for those years, are needed to achieve pro-
gram levels planned for the Office.® These figures reflect a calcula-
tion of the estimated program level provided to the Committee by
the Department of Commerce minus estimated user fees for the
fiscal year in question.

2. User fee policies

It is appropriate for the Committee to confirm and clarify the
limitations on charging of user fees that were envisioned at the
time of enactment of Public laws 96-517 and 97-247. In the House
Report on Public law 96-517 ¢ the Committee endorsed the premise

8 See “Commerce Budget in Brief” for fiscal year 1986 at 53.
% See H.REP. No. 96-1307, Part 1, 96th Cong., 2d Sess. (1980), reprinted in [1980) U.S. CODE
CONG. & ADM. NEWS 6460.
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that patent applicants and those seeking to register trademarks
should bear a significant share of the cost of operating the Patent
and Trademark Office by payment of fees. However, the Report en-
visioned certain limitations on the authority of the Commissioner
to charge fees and use those fees for funding Office programs. The
Committee recognized that it is not in the public interest to dis-
courage the use of the patent and trademark laws by allowing the
fees to rise to too high a level.

The Report identified three categories of Patent and Trademark
Office costs: (1) costs which should be paid for entirely from appro-
priated funds; (2) costs which should be paid partly from appropri-
ated funds and partly by user fees; and (3) costs which should be
paid for 100 percent by user fees.

The Report noted that certain costs of operating the Office confer
no direct benefit on applicants, but rather go to meet the responsi-
bility of the Federal Government to have a Patent and Trademark
Office in order to execute the law. The report gave the following
examples of costs which should be paid for by appropriated funds:

For example, the cost of executive direction and admin-
istration of the Office, including the Office of the Commis-
sioner and certain agency offices involved with public in-
formation, legislation, international affairs and technology
assessment. Maintaining the public search room confers a
general public benefit, as does the maintenance of the
patent files in depository libraries. The contribution to the
World Intellectual Property Organization relative to the
Patent Cooperation Treaty is a treaty obligation. These
costs should be paid for entirely from appropriated funds.?

Public law 96-517 required that the costs of “actual processing”
of patent and trademark applications were to be paid 50 percent
from appropriated funds and 50 percent from user fees. Subse-
quently, in Public law 97-247, the committee enacted higher fees
for application processing. The purpose of the higher fees was said
to be “to double current fees as the means of making up for the
difference between a lower level of taxpayer support and an in-
creased total budget.” 8 The rate of recovery of patent application
processing costs from fees, however, was not to reach 100 percent
utr%til tshe mid 1990’s, when patent maintenance fees will be fully in
effect.

Questions have arisen about using fee income to support the
patent and trademark search rooms and libraries. These are the
public search facilities located at the Patent and Trademark Office
in Arlington, Virginia.

The public patent and trademark search rooms and libraries are
to be wholly supported by appropriated funds. The Committee
never has explicitly authorized user fees to be charged for access to
or use of these rooms and libraries. The Committee intends that
policy—which is in effect at this time—to continue.

71d at 6467.

® See H.REP. No. 97-542, 97th Cong., 2d Sess. (1982) at 2.

® In Public laws 96-517 and 97-247, Congress for the first time established a system of patent
maintenance fees. These fees, charged for maintaining a patent in force, apply only to patents
issued after the effective date of the new laws.
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The search libraries are used by many other members of ‘he
public besides patent and trademark applicants. Making official
government records gvailable for inspection by the public is one of
the most basic functions of government. Having patent and trade-
mark records freely available to the public and widely disseminat-
ed gives a valuable benefit to the public at large. As regards pat-
ents, such access also stimulates scientific inquiry and research by
providing access to inventive materials. In the context of trade-
mark, access makes it possible for constructive notice of proprie-
tary rights to occur.

If the Office provides access through terminals in the search
rooms to data bases not owned by the Office, the Office is author-
ized to collect a fee and pass it on to the owner. This section does
not prohibit charging the public for copies of records of charging
for an entirely new service not now provided.

Automation programs

The Committee is deeply concerned by the findings of the Comp-
toller General’s report on the automation of trademark oper-
ations.1°

The Comptroller General’s report states that, in attempting to
automate its trademark operations, the Office did not (1) thorough-
ly analyze user needs; (2) adequately assess the cost effectiveness of
its systems; (3) properly manage three exchange agreement con-
tracts; and (4) fully test one of its systems before accepting it from
the contractor. The Comptroller General found that although the
Office addressed these problems it still needs to do more. To ad-
dress these concerns the Committee, through the Subcommittee on
Courts, Civil Liberties and the Administration of Justice, agreed to
. two amendments.

The first amendment would preclude the Patent and Trademark
Office from expending fees obtained from users of the patent and
trademark system to acquire any automatic data processing re-
sources during fiscal years 1986, 1987, and 1988. This amendment
proceeds under the theory that unless the Patent and Trademark
Office has to justify fully the obtaining of appropriated monies for
development of an automation plan, the automation activities will
not receive adequate Congressional review. Concern was expressed
that the user fee money expended by the Patent and Trademark
Office for automation-related activities was not considered by the
Patent and Trademark Office to be subject to the Brooks Act.!?
The amendment, by precluding reliance on user fees for procuring
automatic data processing resources, will insure that the Brooks
Act is honored in the future.

The second amendment adopted by the Subcommittee precludes
the Commissioner of Patents and Trademarks from using his ex-
change agreement authority under section 6(a) of title 35, United
States Code, for exchange of items or services relating to automatic
data processing resources during fiscal years 1986, 1987, and 1988.
The Committee offers this amendment to insure that any agree-

10 See letter from Acting Comptroller General to the Honorable Jack Brookes (dated April 19,
1985) and attachments.

11 See Section 111 of the Federal Property and Administrative Services Act of 1949.
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ments entered into by the Patent and Trademark Office involving
automatic data processing resources are subject to the Brooks Act.
By this amendment the Committee intends that it does not want
the exchange agreement vehicle used to avoid in any way the con-
gressional oversight contemplated by government procurement law.

Considered together, the two amendments accepted by the Com-
mittee will insure that the appropriation mechanism, rather than
either user fees or exchange agreements, will be relied upon for the
procuring of any automatic data processing resources by the Patent
and Trademark Office during fiscal years 1986, 1987, and 1988.

The Committee continues to strongly support the concept of auto-
mating the patent and trademark search files. By adopting modern
computer technology, the Office should be able to greatly improve
the usefulness and reliability of the search files. The Committee
urges the Office to take immediate action to insure that the man-
agement errors identified in the Comptroller General’s report will
not be allowed to occur again.

STATEMENT

The Committee—acting through the Subcommittee on Courts,
Civil Liberties and the Administration of Justice—held one day of
hearings on legislation (H.R. 1628) to reauthorize the Patent and
Trademark Office. On March 21, 1985, the subcommittee received
testimony from the Administration (Donald J. Quigg, Acting Assist-
ant Secretary and Commissioner of Patents and Trademarks); In-
tellectual Property Owners, Inc. (Donald W. Banner, President);
and the United States Trademark Association (William A. Finkel-
stein, Executive Vice-President).

In order to elicit a response to questions not asked and therefore
not answered at the hearing, on April 9, 1985, the Chairman of the
Subcommittee—Congressman Robert W. Kastenmeier—requested
further information from the Patent and Trademark Office con-
cerning a number of subjects. Congressman Mike DeWine had, in
the interim, sent a similar letter. PTO submitted timely responses
to both inquiries.

On April 19, 1985, the Comptroller General of the United States
filed a report with the Honorable Jack Brooks, Chairman of the
Committee on Government Operations. The GAO report concluded
that PTO had been deficient in developing and implementing an
automation plan for trademark records. GAO made several con-
crete recommendations. If these recommendations are not imple-
mented, GAO further advised that PTO’s authority to engage in ex-
change agreements be circumscribed.

On May 2, 1985, the Subcommittee on Courts, Civil Liberties and
the Administration of Justice marked-up H.R. 1628.12 After enact-

12 The first amendment (offered by Mr. Moorhead) froze the authorization for fiscal year 1986
to what it was in fiscal year 1985. ’I{e amendment further added the Administration’s proposed
budget levels for fiscal years 1987 and 1988; froze trademark fees except for adjustments to re-
flect fluctations during the previous three years on the Consumer Price Index; and preclude the
PTO from imposing fees for the use of the patent and trademark search rooms. The second
amendment (offered by Mr. Brooks) prohibited the use of patent and trademark fees for procure-
ment of automatic data processing resources, and also circumscribes use of exchange agreements
that relate to automatic data processing resources.
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ment of two.amendments, the bill was ordered reported favorably
by voice vote as a clean bill.

On May 8, 1985, the clean bill (H.R. 2434) was introduced by
eleven members of the subcommittee: Kastenmeier, Moorhead,
Brooks, Mazzoli, Synar, Schroeder, Berman, Boucher, Hyde, Kind-
ness and DeWine.

On May 15, 1985, the full Committee considered H.R. 2434 and, a
quorum of Members being present, ordered the bill favorably re-
ported by voice vote. No objections were heard.?3

SECTION-BY-SECTION ANALYSIS
Section 1—Authorization of appropriations -

Subsection (a) authorizes appropriations for the Patent and
Trademark Office for the payment of salaries and necessary ex-
penses of the office. For fiscal year 1986, this section authorizes ap-
propriations of $101,631,000; for fiscal year 1987, $110,400,000; and
for fiscal year 1988, $111,900,000.

Subsection (a) also authorizes to be appropriated to the Patent
and Trademark Office such additional amounts as may be neces-
sary for each fiscal year for increases in salary, pay, retirement,
and other employee benefits authorized by law.

Subsection (b) provides that funds made available by these appro-
priations are to be used to reduce by 50 percent the amount of the
fees to be paid under title 35 United States Code, section 41(a) or
41(b), by independent inventors and nonprofit organizations as de-
fined in regulations established by the Commissioner of Patents
and Trademarks, and by small business concerns so defined under
section 3 of the Small Business Act (15 U.S.C. § 632).

Section 2—Appropriations authorized to be carried over

This section provides that fees collected pursuant to title 35,
United States Code, and the Trademark Act of 1946, as amended
(15 U.S.C. § 1051 et seq.), and amounts appropriated under the au-
thority of section 1 of the bill, may be carried over beyond the end
of a fiscal year and remain available until expended. This section is
not intended, however, to encourage accumulating and carrying
over large amounts of excess fees.

The total resources for the Office in fiscal year 1986 (that is, the
amount appropriated pursuant to this section plus fees collected
pursuant to the patent and trademark laws, which will be avail-
able to the Office) are estimated to be $219.2 million; the total re-
sources for fiscal year 1987 are estimated to be $234.9 million; and
thﬁlpotal resources for fiscal year 1988 are estimated to be $237.3
million.

'3 No amendments were offered. By unanimous consent, staff was authorized to make neces-
sary technical and clarifying changes to the bill. Two technical and clarifying changes were
made. First, section 4 of the bill was modified to use consistent terminology in achieving its goal:
to prevent the Commissioner of Patents and Trademarks from imposing user fees for the use of
public patent and trademark search rooms and libraries. Second, section 6 of the bill was clari-
fied to allow the Commissioner to continue to use exchange agreements with bilateral and inter-

. national intergovernmental organizations, such as the Japanese and European Patent Offices.
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Section 3— Increases of trademark and certain patent fees prohibited

Section 3(a) prevents the Commissioner from increasing fees es-
tablished under section 31 of the Trademark Act of 1946 (15 U.S.C.
1113) except for purposes of making adjustments which in the ag-
gregate do not exceed fluctuations during the previous 3 years in
the Consumer Price Index, as determined by the Secretary of
Labor. The Commissioner also may not establish additional fees
under such section during such fiscal years, except fees for new
types of processing, materials or services.

Under current law (section 31 of the Trademark Act of 1946),
fees for the filing or processing of an application for the registra-
tion of a trademark or other mark or for the renewal or assign-
ment of a trademark or other mark will be adjusted no more than
once every three years. Since the last adjustment occured on Octo-
ber 1, 1982, a fee adjustment is authorized to occur on or after Oc-
tober 1, 1985. A fee adjustment is not required every three years. A
new three year period begins when the fees are adjusted.

Section 3(b) further prohibits the Commissioner from increasing
patent fees established under section 41(d) of title 35, United States
Code, except for purposes of making adjustments as described in
section 41(f) of such title. The Commissioner also may not establish
additional fees under such section during fiscal years 1986 through
1988, except fees for new types of processing, materials or services.

Current law (35 U.S.C. § 41(d)) provides that the Commissioner
may establish fees for miscellaneous processing, services, or materi-
als relating to patents not specifically set by Congress (see U.S.C.
§ 8§41 (a) and (b)). The Commissioner’s patent fees, already set
under existing regulations to recover the estimated cost to the
office of such processing, services, or materials are therefore
“frozen” by section 3(b). The only exception is that the Commis-
sioner may adjust fees on October 1, 1985, and no more often than
every third year thereafter, to reflect any fluctuations occurring -
during the previous three years in the Consumer Price Index, as
determined by the Secretary of Labor.

Section j—PFees for use of search libraries prohibited

Under section 4 of the bill, the Commissioner of Patents and
Trademarks may not impose a fee for use of public patent or trade-
mark search rooms or libraries. The costs of such rooms and librar-
ies shall come from amounts appropriated by Congress. This sec-
tion is in conformity with past pronouncements of this Committee.
For example, in the Report on Public Law 96-517, the Committee
stated: “Maintaining the public search room confers a general
public benefit. . . . [Closts should be paid for entirely from appro-
priated funds.” 14 This section does permit charging for copies of
records.

14 See H. Rep. No. 96-1307, Part 1, 96th Cong., 2d sess. (1980), reprinted in [1980] U.S. Code
Cong. & Adm. News 6460, 6467.
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Section 5—Use of patent and trademark fees prohibited for procure-
ment of automatic data processing resources

Section 5 provides that fees collected under section 31 of the
Trademark Act of 1946 (15 U.S.C. 1113) and section 41 of title 35,
United States Code, may not be used during fiscal years 1986
through 1988 to procure by purchase, lease, transfer, or otherwise
automatic data processing resources (including hardware, software
and related services, and machine readable data) for the Patent
and Trademark Office. The net result of this section will be to
bring the trademark automation system under Congressional over-
sight attendant to the appropriations process. The Committee ex-
pects the Patent and Trademark Office to prepare a plan for pres-
entation to the Congress; said plan will delineate costs, explain
method of financing and confront the issue of public access to gov-
ernment records.

Section 6—Use of exchange agreements relating to automatic data
processing resources prohibited

Section 6 limits the authority of the Commissioner of Patents
and Trademarks to use exchange agreements. The Commissioner
may not exchange items or services (as authorized under section
6(a) of title 35, United States Code) relating to automatic data proc-
essing resources (including hardware, software and related services,
and machine readable data) during fiscal years 1986 through 1988.
This section shall not apply to any agreement with a foreign gov-
ernment or bilateral or international intergovernmental organiza-
tion relating to data for automation programs.

This section is derived from GAO’s conclusion that the Patent
and Trademark Office has attempted to avoid procurement laws
through the use of exchange agreements to develop an automation
system for trademark records. In scope, however, section 6 is broad-
ly written so as to apply to patent records.

OVERSIGHT FINDINGS

The Committee finds that the stimulation of American inventive
genius requires a patent system that offers our inventors prompt,
consistent and effective protection for their inventions. The Com-
mittee further finds that not only the interests of trade and com-
merce of this country, but also consumer confidence in goods, are
furthered by effective administration of this Nation’s trademark
laws. An effective Patent and Trademark Office is the cornerstone
for reliable patent and trademark protection.

The Committee on the Judiciary has oversight responsibility over
the Patent and Trademark Office in the Department of Commerce.
In addition to its ongoing oversight, the Committee’s Subcommittee
on Courts, Civil Liberties and the Administration of Justice held an
oversight hearing with respect to the Patent and Trademark Office
on March 21, 1985. The Committee expects to confirm its oversight
activities in the future.
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NEW BUDGET AUTHORITY

In regard to clause 2(1X3XB) of rule XI of the Rules of the House
of Representatives, H.R. 2434 creates no new budget authority or
increased tax expenditures for the Federal Government.

INFLATIONARY IMPACT STATEMENT

Pursuant to clause 2(1X4) of rule XI of the Rules of the House of
Representatives, the Committee finds that the bill will have no
foreseeable inflationary impact on prices or costs in the operation
of the national economy.

FEDERAL ADVISORY COMMITTEE ACT OF 1972

The Committee finds that this legislation does not create any
new advisory committees within the meaning of the Federal Advi-
sory Committee Act of 1972.

STATEMENT OF THE COMMITTEE ON GOVERNMENT OPERATIONS

In regard to clause 2(1X3XD) of rule XI of the Rules of the House
of Representatives, no oversight findings have been submitted to
the Committee by the Committee on Government Operations.

COST ESTIMATE

In regard to clause 7 of rule XIII of the Rules of the House of
Representatives, the Committee has not received a cost-estimate
from the Congressional Budget Office.

COMMITTEE VOTE

On May 15, 1985, H.R. 2434 was reported favorably by voice vote,
no objection being heard and a quorum of Members having been
present.
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OPENING STATEMENT OF HON. CHARLES McC. MATHIAS, JR, A
U.S. SENATOR FROM THE STATE OF MARYLAND, CHAIRMAN,
SUBCOMMITTEE ON PATENTS, COPYRIGHTS AND TRADEMARKS

Senator MaTHiAs. Thank you very much, Representative Moor-
head, for your statement.

First of all, let me apologize for not having been here at the
moment that you began your statement, but I caught up with you
pretty quickly. I had an 8 o’clock meeting which was supposeg to
last 1 hour, and it followed the usual rule and lasted almost 2
hours.

I think your testimony here is very useful. I know you are under
time constraints and have to get to another engagement yourself.
But let me pick up with the very last line of your statement, be-
cause I think that is the heart of the whole issue: “The future of
our country is in the creativity of our citizens, and patents play a
critical role in the innovation process.”

That is really what it is all about, isn’t it?

Mr. MOORHEAD. Yes, it is.

Senator MaTHIAS. Here we are, with a trade deficit of $130 bil-
lion. We have known for years—at least, if you believe the econo-
mists, we have known for years—that we were moving away from
a production economy and toward a service economy. Under those
conditions, there would be not only the normal reliance on innova-
tion and technical advance, but an enhanced reliance on the need
for research, for innovation, for creativity, for pushing out into new
areas.

Under those circumstances, aren’t you really amazed that OMB
would reflect its sense of the priorities by cutting the budget of the
Patent Office?

Mr. MoorHEAD. I cannot believe that they would, because I think
that the cost to our country would be many, many, many times
that $16 million.

I just do not think that that is the place to make cuts. I believe
in cuts, and I believe in being responsible economically. I guess I
am about as conservative as anyone gets as far as that is con-
cerned. But to cut this particular service—which could be the
answer to many of the problems in our country, to encourage in-
vention, to encourage people to come in with new methods of doing
things—is just absolutely wrong.

And I hope to get a process patent bill this year, also; I certainly
hope we can move forward in that area, also.

Senator MaTHias. It is just like the kind of economy in which a
fellow going fishing would buy the rod and buy the reel and buy
the line, but then he says, “I am going to economize; I am not
going to buy the hook.”

Mr. MoorHEAD. He wouldn’t catch many fish.

Senator MaTHIAS. Not many fish. Maybe this is a mistake that,
with your cooperation and your help, we can correct.

Mr. MoorueaD. Thank you, Senator.

Senator MATHIAS. Senator Leahy?

Senator LEaHY. I have no questions. I will have some to submit
for the record for some of the panelists. I have to also go to another
committee, but I know Congressman Moorhead has worked ex-
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tremely hard on this, and I find myself in agreement, especially on
the points you and I discussed earlier this morning.

Senator MaTtH1As. Thank you very much, Senator Leahy.

Mr. MoorHEAD. Thank you, Senator.

b Se(:lnator MarTHiaS. Thank you very much, Representative Moor-
ead.

Our next witness is Mr. Donald J. Quigg, the Acting Commission-
er of the Patent and Trademark Office.

Let me say, Mr. Quigg, that we are unfortunately under severe
time restraints. I will dispense with any comments on my own
part. It would be helpful if you could summarize your statement
just as concisely as possible, and the full statement will, of course,
appear in the record.

STATEMENT OF HON. DONALD J. QUIGG, ACTING COMMISSIONER
OF THE PATENT AND TRADEMARK OFFICE, WASHINGTON, DC,
ACCOMPANIED BY BRADFORD HUTHER, ASSISTANT COMMIS-
SIONER FOR FINANCE AND PLANNING '

Mr. QuicG. Thank you, Mr. Chairman.

With me at the table is Mr. Bradford Huther, who is the Assist-
ant Commissioner for Finance and Planning.

Senator MATH1AS. We are happy to have you with us.

Mr. Quica. I appreciate this opportunity to appear before your
subcommittee today. I will summarize my statement and note that
the entire statement will be placed in the record.

Senator MaTHIAS. Excuse me. I see our efficient staff has got the
red, yellow, and green lights on, so I do not need to explain those to
you.

Mr. QuicG. Three years ago, we reported to the Congress that
the Patent and Trademark Office was not serving the needs of in-
ventors and industry adequately. The administration made a com-
mitment to turn things around at the Patent and Trademark
Office through an aggressive three-point plan: To reduce the aver-
age time it takes to get a patent to 18 months by 1987; to register
trademarks in 13 months by the end of 1985; and to take aggressive
steps toward automation of the Office by the 1990’s.

The key to achieving these goals was to increase user fees to re-
alistic levels. Our 1986 appropriation request represents less than
39 percent of our operating costs, or $84.739 million. This is a net
decrease of 17 percent when compared to the 1985 appropriation
level. These figures are reflected in the administration-proposed au-
thorization measure, S. 866, that you, Mr. Chairman, and Senator
Thurmond introduced on April 3, 1985.

PLAN 18/87 IN PATENTS

We ended the growth in the backlog of pending patent applica-
tions in fiscal year 1984 and are on schedule to reduce the time it
takes to get a patent to 18 months by 1987. In fiscal year 1985, we
expected to receive 107,000 patent applications, which had been the
average of receipts over the previous 3 years. We are currently re-
ceiving applications at an annual rate of approximately 116,000. At
this time, we cannot say with certainty that this higher rate will
continue. We are using every management technique we can think
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of in order to reach the 18/87 goal without sacrificing quality. We
believe the President’s budget request, which is reflected in S. 866,
will permit us to accomplish those goals.

PLAN 3/13 IN TRADEMARKS

The second commitment is to give first opinions on the registra-
bility of trademarks in 3 months and to finally dispose of them in
13 months in 1985. I am pleased to say that we are on target and
will achieve these goals this year.

AUTOMATING THE PATENT AND TRADEMARK OFFICE

In the trademark area, the main automation effort planned for
the first stage was completed this year. We anticipate that the
President’s budget request will permit us to achieve full automated
searching of all marks in fiscal year 1986.

A recent Government Accounting Office study of our trademark
automation effort identified some shortcomings and offered some
suggestions for improvement. As a result of the GAO study, I re-
quested the Department of Commerce to conduct an independent
review of the automation project, on both the technical aspects of
trademark automation and the management practices of the Office
and oversight by the Department.

I believe it would be fair to characterize the findings of the
review as supportive of our efforts, although a number of corrective
steps to improve the project were identified. Copies of the review
have been made available to the staff of your subcommittee, and a
copy of the review is submitted for the record. Most of the recom-
mendations will be implemented by the end of 1985. I have in-
formed the Secretary of Commerce that every suggestion for im-
provement is being implemented and that all should be completed
by July 1986.

In the patent area, the automation effort is on schedule. Installa-
tion of equipment and data bases for testing full electronic search-
ing will begin at the end of the year.

The Patent and Trademark Office is revising its automation
master plan to reflect the experience gained to date, as well as to
provide a greater number of decision points. The revised plan also
accelerates those aspects of automation which will permit the
greatest number of examiners and the public to use the full-text
search capability of the automated patent search sgstem [APS] to
achieve improved patent quality at the earliest feasible time.

The question of whether user fees will be charged for use of the
public search rooms remains an important issue. Assuming the re-
vised automation master plan is approved, we estimate some parts
of our automation system can be available to the public sometime
next year. Allowing us to charge user fees for the use of the auto-
mated search systems as well as to use fee income to support our
automation effort would be consistent with the administration’s
policy of recovering costs from those who benefit most directly
from specific Government services.

Thank you, Mr. Chairman.

Senator MATH1AS. Thank you very much, Commissioner.

[The following statement was submitted for the record:]
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PRePARED STATEMENT oF DonaLD J. Quice

SUMMARY

The major goals of the Patent and Trademark Office (PTO) are:
(i) to reduce the time it takes to get a patent to 18 months by
1927; {ii) to register trademarks in 13 months by 1985; and
(iii) to take aggressive steps toward automation of the Office
by 1990. The PTO is meeting the schedule for achieving all
these goals.

In FY 86, the program level request for the PTO is $219,236,000,
an increase of $16,969,000 over FY 85. The FY 86 appropriation
request, however, is $16,892,000 or 17% less than the FY 85
appropriation level. Increased fee receipts and the use of
accumulated excess patent and service fees from FY 83 - FY 85
make it possible for appropriations to pay less than 39% of the
operating costs of the PTO in FY 86.

Mr. Chairman and Members of the Subcommittee:

I welcome this opportunity to appear before your Subcommittee
today. My prepared statement addresses three topics: (1) a
review of the status of our programs to upgrade the U.S. Patent
and Trademark Office and improve its service to industry and
inventors; (2) an outline of our legislative activities; and
(3) a summary of our activities affecting the protection of
patents and trademarks internationally.

Three years ago we reported to the Congress that the Patent and
Trademark Office was not serving the needs of inventors and
industry adequately. Since then the Administration has made a
commitment to turn things around at the Patent and Trademark

Office through an aggressive three-point plan:

o To reduce the average time it takes to get a
patent to 18 months by 1987 (Plan 18/87);

o To register trademarks in 13 months by the end of
1985, with an opinion on registrability being given
to an applicant in three months (Plan 3/13); and
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o To take aggressive steps toward automation
of the Office by the 1990s.

The key to achieving these goals was to increase user fees to
realistic levels. This was accomplished with the enactment of
Public Law 97-247 in August 1982, which also authorized the
Office to use these fees, together with appropriated monies,
for the three-year period covering fiscal years 1983 through
1985.

P.L. 97-247 further provided that the statutory patent fees can
be adjusted administratively every three years to take into
account any inflation that may have occurred. We published

a Notice of Proposed Rulemaking in the Federal Register on

June 21, 1985, to adjust these fees by 11.7% effective October 1,
1985. This increase represents the projected change in the
Consumer Price Index for the three years ending September 30,
1985. Patent service fees are proposed to be increased to
recover the estimated average cost of providing those services.

Changes in trademark fees will be deferred until a review of the
trademark automation has been completed.

Qur FY 85 program level is $202,267,000 which is comprised of an
appropriation of $101,631,000 and projected offsetting fees of
$100,636,000. However, the Deficit Reduction Act of 1984 reduced
this amount by $1,472,000. We are absorbing this reduction and a
348 pay raise that became effective during the year. We are
authorized 3,438 positions in the Patent and Trademark Office for
this year.

The 1986 program level request for the Patent and Trademark
Office is $219,236,000, an increase of $16,969,000 over the
program level for 1985. With projected receipts from fees

of $118,504,000, and $15,993,000 of accumulated excess patent
and service fees from the period 1983 through 1985, the 1986
appropriation request represents less than 39% of our operating
costs, or $84,739,000. This is a net decrease of $16,892,000 or
17% when compared to the 1985 appropriation level. The 1986
program level calls for 3,408 positions or a decrease of 30
positions from 1985. These figures are reflected in the
Administration proposed authorization measure, S.866, that

you, Mr. Chairman and Senator Thurmond introduced on April

3, 1985, and which is pending before the Judiciary

Committee.

51-688 O0—85——2
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Plan 18/87 in Patents

We ended the growth in the backlog of pending patent applications
in FY 1984 and are on schedule in our plans'to reduce the time it
takes to get a patent to 18 months by 1987. 1In FY 1984, we
received 109,539 patent applications and disposed of or completed
work on 113,300. Production units, a measure which we regard as
a more accurate indicator of the work performed by the Patent
Examining Corps, reached 115,778 in FY 1984, Production units
are an average of the number of first actions or first opinions
on patentability (of which there were 118,256 in FY 1984) and the
number of disposals (of which there were 113,300 in FY 1984). The
average pendency - the time it takes from filing to either grant
or abandonment - was 25.0 months at the end of FY 1984 and is
currently 24.2 months.

In FY 1985, we expected to receive 107,000 patent applications,
but are currently receiving applications at an annual rate

of approximately 116,000. At this time, we cannot say with
certainty that this higher rate will continue. We are using
every management technique we can think of in order to reach
the 18/87 goal without sacrificing quality. We believe the
President's budget request, which is reflected in S.866, will
permit us to accomplish those goals. We plan to produce 122,000
production units comprised of 125,400 first actions and 118,600
disposals. We expect to reach a pendency period of 23.2 months
by the end of FY 1985.

We have hired 660 examiners over the past three years and plan to
hire an additional 2C0 examiners this year. This will bring our
total professional examining staff to over 1400. Hiring next
year will be significantly reduced so that our production will
essentially match the number of new applications once we achieve
our 18-month goal in 1987.

Plan 3/13 in Trademarks

Our second commitment is to give first opinions on the registra-
bility of trademarks in three months and to finally dispose of
them in 13 months in 1985. I am pleased to say that we are on
target and will achieve these goals this year.

In FY 1984, 61,480 trademark applications were filed and 82,130
disposals were achieved, including 52,290 registrations. This
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year we expect to receive 63,300 trademark applications. Through
a combination of increased staff and the use of overtime, we

are already rendering first actions in less than three months

and will be finally disposing of trademark applications in 13
months by the end of this year. To reach these goals, we expect
to dispose of 80,300 cases and register 68,000 trademarks,

the highest number ever in the history of the Office.

Last year, we employed a record number of lawyers who examine
our trademark applications, but we have already initiated an
effort to reduce the number of trademark personnel so as to
balance production and projected filings in order to maintain
the pendency goal in the future. A pilot paralegal program
is being established to assist in the trademark examining
function. The eight paralegal positions for this program
will replace an equal number of trademark examiner positions
already vacated this year.

Automating the Patent and Trademark Office

In the trademark area, the main automation effort planned for
the first stage was completed this year. We have established
a very powerful automated search system. "T-Search," the
system that we are now using for searching and retrieving
information about registrations and applications, is complete
but the introduction of new data quality standards has led

to some delay in full use of the system. However, we began
using the system to search and retrlieve the word portions of
trademarks in July 1984. In May and June 1985, the examiners
made more than 5,500 word searches on a voluntary basis.

Part of the system for searching the design components of
trademarks has been tested and accepted. Correction of the
"design™ data base to acceptable accuracy standards has been
started. Defective coding has caused some operational
problems and is being corrected. We anticipate that the
President's budget request will permit us to achieve full
automated searching of all marks in FY 1986.

On April 2, 1985, we published the first trademark Official
Gazette produced through in-house photocomposition capability.

This capability, which resulted from our trademark automation
effort, enables us to print record volumes of trademark
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registrations and to terminate long-standing commercial
contracts.

A recent Government Accounting Office study of our trademark
automation effort identified some shortcomings and offered some
suggestions for improvement. As a result of the GAO study, I
requested the Department of Commerce to conduct an independent
review of the automation project - on both the technical aspects
of trademark automation and the management practices of the
Office and oversight by the Department. I believe it would be
fair to characterize the findings of the review as supportive of
our efforts, although a number of corrective steps to improve
the project were identified. I have informed the Secretary of
Commerce that every suggestion for improvement is being imple-
mentéd and that all should be completed by July 1986.

In the patent area, we selected the Planning Research Corporation
(PRC) as the systems contractor to develop and install the
n"Automated Patent Search System (APS)," PRC 1is belng supported
by Chemical Abstracts Service, a not for profit arm of the
American Chemical Society. Chemical Abstracts brings to the
partnership a sophisticated foundation in search software devel-
opment. The contract costs are expected to total about $300
million through 1991, if the PTO exercises all of its options for
computers, communication, and software under the contract.

The main APS computers were installed in early 1985. Initial
testing of the text-search software began this month. Instal-
lation of equipment and data bases for testing full electronic
searching will begin at the end of the year for a small examining
group (Group 220). Following successful tests, the system will
be extended gradually to the other examining areas to provide

the full electronic search services to other examiners.

The Patent and Trademark Office 1s revising its Automation
Master Plan to reflect the experience galned to date as well as
to provide a greater number of decision points. The revised
plan also accelerates those aspects of automation which will
permit the greatest number of examiners and the public to use
the full-text search capability of APS to achieve improved
patent quality at the earliest feasible time. The revised plan
is currently under review in the Commerce Department.

The APS system will have a number of improvements that are
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essential to the achievement of improved patent quality.
Perhaps the most important of these are the assurance of the
completeness of the search files and the use of additional
search tools. The APS system is one of the important steps
we have taken in achieving our goal of providing the public
with a first-class Patent and Trademark Office.

Last year, our Office participated in a trilateral conference
with the European and Japanese Patent Offices. We reached
agreement on many important issues, including the general stan-
dards for exchanging data in machine-readable form. Our two
partners are moving rapidly to automate their respective opera-
tions and we expect to start exchanging electronic data for test
and evaluation by the latter part of this year.

The question of whether user fees will be charged for use of the
public search rooms remains an important issue. Assuming the
revised Automation Master Plan is approved, we estimate some
parts of our automation systems will be available to the public
as early as next year. Allowing us to charge user fees for the
use of the automated search systems as well as to use fee income
to support our automation effort would be consistent with the
Administration's policy of recovering costs from those who bene-
fit most directly from specific government services.

Legislative Activities

S~veral laws enacted during the 98th Congress require implement-
ing regulations and procedures to be administered. The Patent
and Trademark Office has taken the needed steps.

Guidelines to implement Title II of P.L. 98-417, the "Drug Price
Competition and Patent Term Restoration Act of 1984," were
published in the Office's Official Gazette on October g, 1984,
We plan to publish regulations by late summer. A3 of the
beginning of this month, 27 applications for patent term exten-

sion have been received. After review by the Department of
Health and Human Services, the Patent and Trademark Office has
determined that 15 of the applications were not eligible for
patent term extension. The remaining applications are still
under review.

We are also involved with the implementation of the "Semi-
conductor Chip Act of 1984." Section 902 of this law authorizes
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the President to proclaim eligibility for protection for a
foreign mask work owner if that owner's home country provides
equal or adequate protection for mask works of U.S. origin.
Requests for the President to issue such proclamations have been
received from the United Kingdom and Australia, and are being
considered.

Section 914 of the same law authorizes the Secretary of Commerce

to determine, on an interim basis, the eligibility for protection
of a mask work of foreign origin. A petition for protection may

be made by a party or person as well as by a government, and such
petitions have been received from the Electronic Industries
Association of Japan, the Federation of Swedish Industries, the
Government of the Netherlands, four Canadian industry associations
and the Commission of the European Communities. Comments on the
Japanese petition were requested and received from the public and a
hearing was held on May 8, 1985. Public comments have been sought
on the petition from the Federation of Swedish Industries, and a
hearing on this petition was held May 29, 1985. The petition of
the Netherlands will also be the subject of public comment. An
order extending interim protection to Japanese nationals was signed
on June 6, 1985, and an order extending interim protection to
Swedish nationals was signed on June 13, 1985. Orders for the
Netherlands and Canada were signed on June 21 and June 27,
respectively. In regard to the petition of the Commission of the
European Communities, a hearing has been scheduled for today.
Interim orders were also signed on June 21, 1985, for the United
Kingdom and Australia to cover their nationals during consideration
of thelr Section 02 petitions.

The Federal Register of March 7, 1985, contains final rules of
practice needed to put into effect various requirements of P.L.
98-622, the "Patent Law Amendments Act of 1984," enacted on
November 8, 1984, These rules deal with such matters as the
definition of prior art in determining the novelty of an inven-

tion developed in a corporate environment, the definition of
joint inventorship, the examination and issuance of Statutory
Invention Registrations, and various provisions relating to
applications filed under the Patent Cooperation Treaty. P.L.
98-622 also enabled us to merge our Board of Appeals and Board

of Patent Interferences and to streamline our patent interference
practices. We published regulations to implement the changes in
patent interference practice in the Federal Register of December
12, 1984.
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On February 13, 1985, Secretary Baldrige forwarded to the
Congress legislation to implement Chapter II of the Patent
Cooperation Treaty (PCT) which you, Mr. Chairman, introduced as
S. 1230. This legislation, if enacted, would authorize the
United States to serve both as an International Preliminary
Examining Authority and an elected Office under the Treaty.

By virtue of United States adherence to Chapter II, applicants
will be able to use an international preliminary examination
report in deciding whether to proceed with foreign patent appli-
cations. Adherence to Chapter II will also provide inventors
additional time for the payment of fees before the application
enters the national stage in the various elected national
offices. 1In order to adhere to Chapter II of the PCT, however,
the United States must withdraw its reservation to that Chapter,
which was made when the Treaty was ratified in 1975. On July 27,
1984, the President requested the Senate's advice and consent

to that action.

On June 28, 1985, Secretary Baldrige forwarded to the Congress
legislation containing a few proposals to simplify and improve
the patent and trademark laws. This measure includes provisions
to shorten the response period for trademark applicants, to
eliminate the requirement to verify petitions to cancel a mark,
and to amend the plant patent law to protect plant parts. We
developed this last proposal because many commercially valuable
plants are bred mainly for their parts; e.g., fruits, cut
fluwers, or foliage. While protection is now available for the
entire plant, it may not be available for its parts. Patented
plants can be lawfully acquired in the United States, then taken
abroad for reproduction. Since protection for plants is often
not available in foreign countries, plants are propagated over-
seas and plant parts are imported into the United States without
any compensation for the patent owner.

International Activities

We have been involved in a number of activities affecting the
protection of patents and trademarks internationally. First and
foremost has been the eleven-year effort to revise the Paris
Convention for the Protection of Industrial Property. The

Fourth Session of the Diplomatic Conference, held in Geneva,
Switzerland, from February 27 to March 23, 1984, was again

attended by a strong U.S. delegation. Not only did we have
outstanding industry advisors with the delegation at all times,

we were also fortunate enough to have several Congressional advisors.
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As in previous Sessions of the Conference, the United States
delegation approached the Fourth Session determined to reach an
acceptable compromise solution to the developing countries'
demands for the right to grant compulsory exclusive licenses
under Article 5A. Although an acceptable compromise had been
developed during the Third Session of the Conference in 1983, it
could not be agreed upon during the Fourth Session. Similarly,
no agreement could be reached among the three groups of countries
- developed, developing, and socialist - on other important
topics of the revision efforts. These include a new Article
10quater concerning protection for geographical indications and
the assimilation of inventors' certificates to patents in Article 1.
In light of this stalemate, the Conference recommended that the
Assembly of the Paris Union convene a Fifth Session of the
Conference only after prospects for positive results were found.
It also requested that the Assembly set up machinery for consul-
tations designed to achieve these results.

A "Consultative Meeting" among some 30 countries was held last
month in Geneva. After some lengthy procedural discussions and a
decision to limit discussions to Article 5A, the three regional
groups each reaffirmed and continued to maintain the positions

they had previously taken. Thus, no prospects for positive results
were found. This will be reported to the Paris Union Assembly for
consideration at its meeting in September. The Assembly will
determine the next step in the revision effort.

Bilateral cooperation between the U.S. Patent and Trademark Office
and the European Patent Office has also continued in connection
with the Patent Cooperation Treaty. 1In order that the benefits of
Chapter II can be made avallable to U.S. industry as soon as
possible, we requested that the European Patent Office act as an
International Preliminary Examining Authority for U.S. applicants
until we can perform those functions. The European Patent Office
has agreed to do so and each year will examine up to 500 applica-
tions for which it previously conducted the international searches.
By 1987, the Patent and Trademark Office will be in a position to
shoulder this responsibility, assuming, of course, that Congress
agrees‘to enact the legislation submitted by Secretary Baldrige
and the Senate gives its advice and consent to withdraw the
reservation to Chapter II.

The Office has actively worked with other countries to improve
intellectual property protection available to U.S. nationals
worldwide. 1In the past year, we have provided training and
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technical assistance to eleven developing countries and the
African Intellectual Property Organization. Beginning this
month, we have instituted a trial program to train officials
from developing countries who are working in the intellectual
property field in an attempt to raise their awareness of the
need for effective protection of intellectual property anq to
give them the necessary expertise to bring this about.

Finally, we are pleased that the People's Republic of China has
adopted a patent law which entered into force on April 1, 1985,
We have helped China establish documentation centers in Beijing
and six other cities and have provided them with collections of
United States patents to effectively implement this law.

Senator MaTHiAS. Could you tell us a little bit about the ex-
change agreements by which the Patent and Trademark Office con-
verted the trademark data base?

Mr. Quica. Yes, sir. We entered into one agreement with a com-
pany called Compu-Mark. Under that agreement, we made avail-
able copies of bound volume pages of registrations, trademark reg-
istrations, and assignment records. There were approximately 1.2
million pages there. We agreed to provide data base tapes for 10
years. We agreed to limit public access to the data base using
“comparable and equivalent” search techniques as now used to
access paper search files. We agreed not to give the data base to
third-party vendors who could then compete with Compu-Mark.

The initial cost to the PTO was $100,000; cleanup costs are an-
other $35,000, which was PTQ’s share of total cleanup costs, plus
$440,000, the undiscounted value of tapes for 10 years.

Compu-Mark agreed to give PTO magnetic tapes of all data
keyed from the 1.2 million records. The estimated keying costs of
Compu-Mark were $1.1 million, based on the cost if done by ICC,
plus $35,000 cleanup costs, which was the share of Compu-Mark.

We entered into a second agreement with Thomson & Thomson
under which we made available copies of design trademarks from
bound volumes. There were approximately 250,000 documents
there. We agreed to provide data base tapes for 10 years. We
agreed to limit public access to the data base using “comparable
and equivalent” search techniques, as used to access paper search
files. We agreed not to give it to third-party vendors who could
then compete with Compu-Mark. The initial cost to the PTO was
$20,000 over the next 10 years. There were no cleanup costs to the
PTO other than giving new copies of source documents to Thomson
& Thomson to make corrections, and about $440,000 undiscounted
value of tapes to be given to Thomson & Thomson.

Thomson & Thomson agreed to give the PTO a digital facsimile
image of design marks retrospective, plus 10 years in the future.
They keyed all marks according to PTO-developed codes. The codes
were deficient in human figures and geometric elements, and appli-
cation of the codes to marks are also deficient.
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We estimated digitizing and coding costs to be $1 million, and
Thomson & Thomson is absorbing all cleanup costs, which we esti-
mate to be about $50,000.

A third agreement was entered into with TCR. We agreed to give
TCR copies of incoming applications for 10 years. We agreed to give
tapes of incoming applications data only to Compu-Mark, but not
other third-party vendors. We estimated $10,000 to provide copies,
and the next 10 years of tapes of issued registrations estimated to
be about $440,000 undiscounted value.

TCR’s consideration to the Patent and Trademark Office was to
give us keyed application data, bibliographic information, and word
marks; the estimated value of the tapes was $1 million.

Then we have three additional exchange agreements with data
base firms who are offering their data base for commercial use—
Pergamon, Mead Data, and Derwent. The patent tapes we provide
in those agreements is for free access to their data bases by our ex-
aminers.

For 6 years, the PTO had sought to obtain trademark data bases
for use in the trademark search room. The current vendors would
only agree to make data bases available with comparable and
equivalent restrictions. The alternative was either to agree with
the restrictions that they imposed, or to spend from $2 to $3 mil-
lion to begin from scratch, which money did not exist at the time
we started. PTO chose to go the direction of the exchange agree-
ment.

We certainly would consider a buyout of those agreements. If we
were told to cancel the agreements entirely and forget about them,
it would be at a tremendous cost, because we would have to start
from scratch to rebuild the data base, and we have expended a con-
siderable amount of money in perfecting the word mark data bhase
and are presently embarked on perfecting the data base for the
images.

Senator MaTHiAS. I can understand why you would not want to
give the list to a third-party vendor. But why did you agree to the
limitations on the public use of the trademark data base?

Mr. Quicc. Well, as I said, for 6 years prior to our actual embar-
kation on this program in 1982, we had been attempting to obtain
these commercial data bases so that we could use them, and the
suppliers were unwilling to permit us to have them. So it was a
matter of take that limitation or expend $2 to $3 million to build
the data bases ourselves.

Senator MATHIAS. In other words, it was an essential condition of
the deal.

Mr. QuigG. That is true.

Senator MATHIAS. And you estimated that the public’s access was
not worth the $2 to $3 million that it might have cost otherwise?

Mr. Quica. Well, I think we were driven by the fact that we
simply did not have the $2 to $3 million. ‘

Mr. HutHER. Mr. Chairman, if I might add also, one of the fun-
damental public policies which we followed when we developed this
project was that our role was contrasted with that of the private
sector. There were then and there are now commercial search
firms that exist to provide similar services to the public on a com-
mercial rate, fee-paying basis, so that one of the considerations
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that went into our decision was not to compete with those organi-
zations, because we do not consider it to be an appropriate Federal
function for us to do so.

However, in recognizing our obligation to provide public access to
our records, the “comparable and equivalent” restriction was one
that we thought, at the time, was an appropriate one, based on the
fact that it meant that the public could continue doing what they
had been doing for the past 40 years—that is, providing services
and receiving information from the trademark data bases, exactly
the same with the electronic file as they had been doing for the
previous 40 years with the paper file.

Senator MATHIAS. Was there any attempt to approach OMB to
sound out whether the money would have been available from
public sources?

Mr. HurtHeR. Each year, as part of our budget review process
with the Department of Commerce and the OMB, a wide range of
such issues are discussed, and in the last 3 budget years—fiscal
years 1983, 1984, and 1985—the concerns of the Trademark bar
have been presented to the officials at the Office of Management
and Budget, particularly from the early stages of the fee program,
when it was then the view of the trademark groups that some por-
tion of the trademark budget should always remain funded by tax-
payers. Those issues were discussed and were considered, but the
views of the administration, I think, were reflected in the last 3-
year appropriation request, which has provided no taxpayer funds.

Senator MaTHiAS. What has happened is that this dispute has fi-
nally reached the Congress. Perhaps it would have been better had
the Congress been brought into it at an earlier stage, before we
have reached this sort of confrontational situation.

But let me ask you this. What would be the effect on automation
if the Patent and Trademark Office were to be precluded from
using exchange agreements to obtain automated services?

Mr. Quica. I think that we have to approach that from several
sides. As I previously said, if we had to strike the exchange agree-
ments, it would mean that we would have to take out of our system
the data bases which we have presently developed and the way
searching is being used by the examiners at this time, and they are
finding that it is more beneficial than paper search. So, we would
lose that, which would result in a loss not only of the $2 to $3 mil-
lion, but also a couple of years’ time in order to go forward.

I think that our position with respect to exchange agreements is
that, as far as we are concerned, we can get along without ex-
change agreements in the future, and simply go the procurement
route. We thought that Public Law 97-247 had given us the prerog-
ative, or strengthened the prerogative, of entering into exchange
agreements; but if this is not what Congress wants us to do, we are
certainly more than willing to abide by that decision.

Senator MATH1AS. Are there any agreements that would have to
be terminated if H.R. 2434 became law?

Mr. Quice. I think, without any doubt, the agreements I men-
tioned—I should point out that TCR and Thomson & Thomson
have been merged since Thomson & Thomson took over TCR—
those agreements would have to be terminated; at what cost, we do
not know. There would be some settlement cost.
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As far as Pergamon and Mead Data are concerned, these are
commercial data bases which are of considerable value to the
patent examiners, particularly until such time as we have fully de-
veloped our own data bases, and it would hurt the quality of the
product coming out of the Office if we were to do that.

Senator MaTHiAS. Everywhere I turn these days, I seem to run
into the question of user fees. When I look at the great harbor of
Baltimore, the natural gateway to the east coast of the United
States, I am confronted with the subject of user fees.

What about this controversy over the user fees in the Patent and
Trademark Office? What is the administration’s attitude toward
user fees at the PTO?

Mr. Quigc. Well, the PTO has simply followed a policy which
was established by an administration back in September 1959, in
which they stated that if a particular group of people were obtain-
ing services from the government at a cost, that the agencies
should attempt to recover those costs from that particular group.
This particular administration has favored that policy that was es-
tablished many years ago, and it was on that basis that the Patent
and Trademark Office went forward with its proposals.

Now, a lot of the controversy is coming somewhat prematurely,
and I think we probably precipitated that by publishing a notice of
our proposed intention to charge user fees for the public use of the
automated search room. From an operational standpoint it would
not matter where the money comes from, whether it comes from
budget authority or whether it comes from user fees. The policy of
the administration is to use user fees for that particular point.

I think our position would simply have to be that we will not be
opening a public search room for automated searching in trade-
marks for approximately a year and, during that time, I would
hope that the Congress would give us some direction as to what
they would propose. '

Senator MaTHIAS. Is it appropriate to apply user fees to auto-
mate the office?

Mr. Quica. I think it is. I think historically, the fees have been
considered as being a basis for total support of the trademark pro-
gram. The report for Public Law 97-247 says:

It is expected that the Commissioner will set the fees in a way that the filing fee
will be kept as low as possible to foster use of the Federal registration system. This
may require that other fees for services or materials related to trademarks recover

more than their actual estimated cost in order that the Commissioner achieve in the
aggregate adequate cost recovery for the entire trademark operation.

We have in our budget proposals spelled out specifically what we
understood that policy to be, and if I might, I would like to refer to
the budget proposal that went up for the year 1984. It says: “The
1984 increases will reduce pendency and backlog and provide for
automation including workstation and user services, text and
image capture, and management services subsystems.” That budget
was approved by Congress, and we have acted accordingly.

Senator MaTHIAS. Is that conclusion supported by a study of the
automation project?

Mr. Quica. I am not exactly certain that I understand your ques-
tion.
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Senator MATHIAS. Has the Commerce Department had a study
made of automation?

Mr. HuTtHER. Mr. Chairman, yes. The results of the Department
of Commerce study, I suppose, makes three basic points. The first
is that the automated search system is currently in place and being
used by those examiners, trademark attorneys, on our staff who
have been trained to use it, that there is no doubt in their minds
that the automated search system represents a quality improve-
ment over what existed before.

No. 2, as GAO concluded, there were methods used in automat-
ing the PTO’s operation—most notably, those containing the fac-
tors involved in exchange agreements—which they believe would
have resulted in a better system had we followed Federal procure-
ment regulations.

The third issue is, however, that there are fine-tuning provisions
that are appropriate to make the system more effective than it now
is, building on the base that is in place today.

So that, to answer your question, in connection with the appro-
priations that have been enacted for the last 3 years, we believe
those user fees have been used effectively to finance the automated
system that is in place. We recognize that it is not a perfect system
at this stage, but we do not believe it requires major corrective
action to meet the needs that the public has identified and that we
are striving to provide.

Senator MaTHIAS. Do you have a copy of that Department of
Commerce study of automation?

Mr. HutHER. Yes; and we will be happy to supply it for the
record, Mr. Chairman.

Senator MaTHias. We would like to have it included as a part of
the record.

Thank you very much.

[Document referred to above follows:]
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Patent and Trademark Automation:
Technical and Management Reviews

Recognizing legitimate private sector criticism of the delays and
growing backlogs in both patent and trademark processing,
Secretary of Commerce Malcolm Baldrige leunched a multi-faceted
program to reverse that trend in 1981. A key element of the
program was the Automation Master Plan. It described the
automation of the patent and trademark process which was to be
completed by 1990. The Patent and Trademark Office Automation
Project is a major priority of the Department and an important
step toward reaching our goal of reducing patent pendency time to
18 months by 1987.

The April 19, 1985 GAO report, "Patent and Trademark Office Needs
to Better Manage Automation of its Trademark Operation®”, coupled
with Congressional criticism, raised serious concerns in the
Department over the progress of the automation effort. Two
special studies were launched to examine shortcomings and
identify potential improvements. Both were conducted with the
full cooperation of PTO management.

First, . a task force of management experts was assembled from
throughout the Department to examine management practices being
used by PTO and the adequacy of Departmental oversight in all
aspects of the automation project. A report of that effort is
included as Chapter [ of this paper. The report covers project
organization and management, project planning, procurement
planning and management, and financial management and budget
processes.

Second, the highly-respected Institute for Computer Sciences and
Technology (ICST) of the National Bureau of Standards was asked
to conduct an overall technical evaluation of the automation
project, beginning with trademark automation. The initial ICST
report on trademark autzmation has been completed and is included
as Chapter Il of this paper. The ICST report evaluates whether
trademark automation efforts are meeting established

objectives. 1t specifically covers status of the Trademark
Report and Monitoring System and the Trademark Search System,
performance of the two systems, requirements analysis, and data
quality.

Steps are already underway to correct the deficiencies identified
in these studies, many of which are described in the study
reports themselves. The Office of the Secretary is preparing a
comprehensive implementation plan which will be completed by

July 26, 1985.

TEAM MEMBERS

James Blubaugh, Assistant Inspector General for Administration,
Office of the Inspector General

Ernie Bruemmer, Management Analyst, Office of Management
and Organization, Office of the Secretary

Dan Haigler, Internal Control Analyst, Office of Manngement
and Organization, Office of the Secretary -

Paul Kaufman, Program Analyst, Office of Planning, Evaluation
and lnspeclions, Office of the Inspector General

Jim McNamee, Chief, Information Policy and Planning Division,
Office of Information Resources Management,
Office of the Secretary

Frances Michalkewicz, Program Analyst, Office of the Assistant
Commissioner for Finance and Planning, Patent
and Trademark Office

Dennis Polivka, Chief Accounting Division, Economic Development
Administration

Gary Rice, Chief, Procurement Division, Eastern Administrative
Support Center, NOAA
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MANAGEMENT REVIEW OF PATENT AND
TRADEMARK OFFICE AUTOMATION PROJECT

July 198S

EXECUTIVE SUMMARY

The Patent and Trademark Office (PTO) Automation Project is a direct
result of Congressional, Executive Branch and private sector concerns
over the exponential growth of PTO workloads. Based on a mandate
contained in P.L. 96-517, in 1981 the PTO undertook the development
of an Automation Master Plan that was to lay out a program for
automating the patent and trademark processes. This plan was
published in 1982, The plan describes an approach to develop a
papertess operation in PTO by 1990, at an estimated cost over 20
years of over $700 million,

On April 19, 1985, the General Accounting Office (GAO) published a
report entitled, "Patent and Trademark Office Needs To Better Manage
Automation of Its Trademark Operation." Because of the findings in
that report, the senior management at ‘the Department of Commerce, in
collaboration with the Conmissioner for Patents and Trademarks, i
established a task force consisting of experts from the Department in
severa) disciplines. The purpose of the task force was to examine
management practices being used by PTO and the adequacy of
Departmetital..oversight in all aspects of the Automation Project, and
to submit necessary recommendations to the Assistant Secretary for
Administration.

It is the nature of a management review of this type to focus on
issues or problems associated with the subject of the study. Our
report follows that principle. It is equally important to place such
findings in their proper context to allow valid judgements to be made
of the efficiency and effectiveness of the entire process being
reviewed.

We did identify problem areas that need to be addressed, especially
in the formal planning process and in the procurement area. But we
also concluded that PTO is doing a number of things right and that
the Bureau has taken steps to correct previously-identified
deficiencies. This will need to continue to insure that all the
issues raised in this report and earlier studies are resolved. We
were also impressed that PTO's basic management system is sound. In
this regard:

o PTO has an effective management structure in place to oversee
the Automation Project. This consists of a system of internal
committees, a matrix scheme on the operational side, and the
development of a strong control and monitoring mechanism.

o The budget and financial management operations in the
Agency are well organized and responsive to Agency and
Department management.

o PTO has taken steps to strengthen its procurement management
activities.

o The fees charged to the public are consistent with standing law
and are allocated in the manner approved by OMB and the
Congress.

Major Findings and Recommendations

We have included 21 recommendations in our report, a summary of which
appear in Section VI, We consider nine areas to warrant special
mention:

o The Office of the Secretary should establish an oversight
committee for the Automation Project similar in responsibility
to the 1990 Census Automation Committee. GSA should be given
the opportunity to serve on the Committee. In addition,
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Congressional oversight committees should be periodically
briefed. This will significantly improve the flow of
communications and the decisionmaking process.

. 0 PTO should complete its update of the Automation Master Plan
(AMP) before making further automation decisions. The plan
update should state current program objectives, performance
reqiitements, and projected costs and benefits. The plan
should be updated annually and be specifically tonsidered by
the Automation Coordinating Committee, the various boards, and
the automation staff to guide the automation effort. Based on
the revised AMP, PTO should prepare a document integrating all
technical issues, schedules and costs related to the entire
automation effort. . .

o Systems requirements should be properly documented and
communicated in the future.

o The Office of the Secretary should review the PTO planning
process and provide assistance to PTO in developing an improved
procurement planning system that will integrate all the
procurements related to the automation effort.

o The Team recommended that one procurement manager be designated
‘to oversee support for the PTO Automation Project. The
Assistant Secretary for Administration has decided to complete
the delegation of procurement authority to PTO. Departmental
oversight should be strengthened.

o The Office of the Secretary needs to provide PTO with advice on
the use of and GAO concerns about the Exchange Agreements --
especially guidance on the implications of H.R. 2434 on the
pending contracts designed to "buy out™ the data bases prepared
under the Exchange Agreements. At present, actions on "buy
outs™ are on hold.

o The Office of the Secretary and PTO need to establish a joint
working group to resolve all the outstanding issues under the
PRC contract for the Automated Patent System. PTO hus been
making progress on improving the cost and schedule controls and
expects to have these aspects of the contract fully functioning
by September 198S5.

o Even though half of the finencial resources came from services
related to the private sector, the PTO financial system does
not provide business-type reports on the agency's operation.
In recognition of this, and in order to meet the needs of
evtoernol ncorc as well as those of its own managers, PTO -has
agreed to provide business-type reports.

o PTO should develop formal written policies addressing the
administration of fees. These policies should be reviewed by
the Office of the Secretary. Because a significant part of the
PTO's programs are funded by fees paid by private users, it is
important to know the purposes for which these fees are being
used. PTO personne! should clearly understand the purposes for
which fees can be used.

The main:recommendations of this Management Review coincide with
those made by GAO in its April 1985 report. While problems have been
identified in this report and in the GAO study, it is important to
note that PTO has taken numerous corrective actions to date.
Moreover, the PTC shows a willingness to continue to address
deficiencies in order to meet the goals initially set for this
significant automation effort. The Office of the Secretary also is
committed to correcting the problems discovered and to insuring that
they do not reoccur.

An Implementation Plan to carry out the team's recommendations will
be prepared by the Office of the Secretary by July 26 and will
stipulate due dates and specific staff responsibilities. That plan
will be incorporated into and tracked under the Department's
Management Planning System.
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SECTION 1
INTRODUCTION

The Patent and Trademark Office (PTO) Automation Program is a
direct result of Congressional, Executive Branch and private
sector concerns over the growth of PTO workloads. The major
goals of the automation program are to improve the quality of
patents and trademark registration through improved file
integrity and the provision of automated search techniques to
examiners, to increase overall cost-effectiveness, and to
decrease pendency times.

Based on a mandate contained in P.L. 96-517, in 1981, the PTO
undertook the development of an Automation Master Plan that was
to lay out a program for automating the patent and trademark
process. This plan was published in 1982 after extensive
coordination and accommodation of interested parties. For
example, over 600 copies of the draft plan were provided publiec
and private sector organizations, and public hearings were held
on the plan's proposals before it was published. The plan
describes an approach to develop a paperless operation in PTO by
1990, at.a&n . estimated cost over 20 years of over $700 million.

On April 19, 1985, the General Accounting Office {(GAO) published
a report entitled, "Patent and Trademark Office Needs To Better
Manage Automation of Its Trademark Operation.” Because of the
findings in that report, the senior management at the Department
of Commerce, in collaboration with the Commissioner for Patents
and Trademarks, established a task force consisting of multi-
disciplinary experts from the Department.

The purpose of the task force was to examine management practices
being used by PTO in all aspects of the Automation Project, and
to submit necessary recommendations to the Assistant Secretary’
for Administration. The task force used the GAO report {(and the
NAVELEX report issued in April 1985) as "roadmaps" to guide its
inquiry. We looked into other areas as well as those covered by
those two reports to determine the extent to which PTO is
applying sound management practices in the Automation Project. A
copy of the study outline developed by the task force ic at

. Appendix A.

The task force used a combination of interviews and examinations

of files in conducting the study. Over 30 officials in both PTO

and the Office of the Secretary were interviewed; a list of those
officials is at Appendix B.

We noted that on June 3 the Deputy Secretary requested that NBS'
Institute for Computer Sciences and Technology (JCST) conduct &
review of the technical aspects of PTO's patent and trademark
automation projects, with initial focus on the trademark
automation operation. This technical review is proceeding and is
scheduled for completion by September 30, 1985, We coordinated
with the 1CST team to avoid any unnecessary overlap, to share
views on areas of mutual concern, and to reduce the burden of our
review on PTO.

The cooperation and openness on the part of PTO officials
impressed us. Their attitudes indicated a willingness to "open
their books"™ to us during our review, and we believe this
reflects PTO's confidence in the way they are managing the
Automation Project. We think that confidence is well-placed.
Even though our report contains numerous recommendations, the
sheer scope and complexity of the Project relegates many of our
reconmendations to a fine tuning of the management processes
involved. It is our judgment that PTO has taken numerous
corrective actions during the last nine months to respond to
criticisms leveled at them and the Automation Project. However,
we are concerned that several areas which are central to the .
success of the nroject, mainly procurement and ADP planning and
management, .still require substantial effort on the part of both
PTO and the Department to better support the Automation Project.
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SECTION 11
AUTOMATIOR PBOJECT OBGANIZATION AND GENERAL MANAGEMENT

Responsibility for planning and executing the Automation Project
is ultimately vested in the Automation Administrator who reports
to the Assistant Commissioner for Finance and Planning. An
organization chart showing the automation activities is at
Appendix C.

The sutomation Program management structure can be defined as a
matrix scheme. Discrete project activities are identified and
supported by dedicated staff resources in formal organizations,
with project direction being provided by a system of
oversight/management boards. This results in tasks being
performed at the lowest level in a relatively structured
environment, while planning, coordination and program direction
is performed by an ad hoc activity consisting of planners,
developers and users.

Our interviews with PTO officials, from the hands-on level up
through .the Commissioner, reveal virtually total commitment to
the Automation Profect and, perhaps more important, an
understanding by everyone concerned of their own role in the
Project's development and implementation. The system of ad hoe
committees and boards and the organizational matrix in the
Automation Office are major contributors to this widespread
involvement in and acceptance of the Project's goals.

A description of several key activities shown at Appendix C
follows:

o The ADP Coordinating Committee is chaired by the
Commissioner. The membership is essentially the senior PTO
management team. This Committee acts as the steering group
for the Automation Project. Its composition allows an
understanding of problems and progress at the top
management level as they relate to program interests,
enables a uniform application of principles to the project
across PTO, and provides a forum for informed decision
making on key policies or issues concerning the project.

o Three Configuration Management Boards (Patent, Trademark,
and Current Systems) meet frequently to address progress,
problems aad status of the Profect. These Boards are
structured to include the Assistant Commissioners and key
staff from both the program/user sides and the finance,
planning and automation staffs on the "planner/developer™
side. :

o Several groups of external users of PTO services provide
varying degrees of input to PTO regarding the Automation
Project:

oo The Public Advisory Committee for Trademark Affairs is
formally established as an advisory group. It consists of
15 members. It has met once since October 1984,

oo The National Coordinating Conmittee is an ad hoe
association of bar groups, patent and trademark law
associations, and research groups. Individual members of
this Committee communicate their concerns and requirements
to PTO on subjects affecting their interests.

0o The Ad Hoc Automation Committee meets informally with the
PTO to discuss automation of patent operations.

RECOMMENDATION: Considering the tension which has
developed between PTO and its clients, particularly on the
trademarks side, the Trademark Advisory Committee should be
meeting more frequently to address user concerns.



48

We also recommend that PTO consider establishing other
. farmal advisory committees to address asutomation and other
areas of concern to user groups.

The Automation organization-consists of five activities under
the Office of Automation as shown at Appendix C. This
structure differs from the official one described in DOO 30-3;
this difference is discussed later.

oo The Program Management Support Staff{ provides the focal
point for life eycle planning, budget and expenditure
control, and project review., Some of these mechanisms are
discussed below.

oo The Systems Engineering and Technical Support Group
consists of in-house computer engineers and contractor
personnel from MITRE. The group provides engineering and
technical support to all aspects of PTO's automated
programs.

oo The Data Base Automation Group administers patent and
trademark databases.

oo The Operational Systems Group provides operations and
maintenance support services for PTO's existing systems.

oo The Automated Patent System (APS) Group exemplifies PTO's
approach to project management in the Automation Project.
The Group consists of Automation Staff,
permanent detailees from the Patents organization, and
contractors working on the project. The structure is
designed to integrate working staffs and to focus their
efforts on the APS part of the project. A similar group
existed for the trademark systems development effort;
that group has been disbanded as the trademark system is
now considered to be in an operational status,

A major aspect of the Automation Project management is the role
of the Configuration Boards vis-a-vis the Automation Office.

o

The Configuration Boards are heavily involved in project
management activities. The frequency of their meetings
{weekly in most cases) and their composition ensures active
oversight and direction to the project activities. A
review of the Boards' minutes reflects a wide-ranging scope
of topies. 1In effect, the Boards operate as extensions of
the formal Automation structure because their deliberations
are such an integral part of the management process.

Because the Assistant Commissioners and the Automation
Administrator or their representatives sit as members of
the three Boards, the systems users' entree into the
working levels and processes of the Automation staff is
greatly simplified. Taskings and plans are communicated
directly among the users and developers and problems are
quickly recognized and addressed. The structure is designed
for fast reaction and universal understanding.

These observations were generally reinforced from our
interviews with senior PTO staff. Almost without
exception, these officials expressed their support for and
satisfaction in the current Board process.

Problems with the Automation planning activities in the
past were identified by officials and employees in the
Trademarks area. According to these officials, there was
an inadequate understanding of trademark program needs by
the Automation staff, even though Trademark examiner
attorneys were part of the planning team. As a consequence
(or as a contributor to this perception), Trademark
officials have felt they were not privy to all the planning
and decisions that went into the Trademark Automation
effort.
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On the other hand, officials outside the Trademark
organization indicated that external pressures from public
trademark groups have resulted in uncertainty over the
requirements for various aspects of the automated trademark
system. These pressures and the concomitant problems they
generate are acknowledged by Trademark officials as well.

However, they are perceived differently -- Trademarks
believes some of their concerns are valid, &although perhaps
not expressed in useful terms, while officials outside
Trademarks view them as obstructionists to the planning and
design work. This has caused conflict between the planners
and users.

Though it is not yet implemented, the trademark system is
in place and being used. Certain system enhancements are
being proposed to further improve the system. PTO expects
that, if efforts to clean up the trademark date base
proceed as planned, all trademark examiners will begin
nwein~ tho cvetem by September. The system will be
available to the publlc sometime thereafter. It is being
used now by some examiners on a voluntary basis with the
paper files as backup for accuracy checks.

RECOMMENDATION: We reconmend that all parties recoghize the
erence In professional expertise and outlooks among
trademark attorneys and computer systems staffs, and
accommodate those differences in planning and
communicating. Even though the trademark systems
..development work is essentially completed, operations and
maintenance efforts will require continued close worklng
relationships.

Another recommendation is that PTO respond to the problems
and suggestions of the trademark users so as to mitigate
any Congressional concerns. The problem of communications
is complicated by the fact that disarray within the
trademark community makes it difficult to receive a
consensus of opinion from this important group of users.
PTO should continue to soliecit input from the trademark
associastions and attempt to crystalize their concerns.

Overall project monitoring, reporting and control is accomplished
by the Program Management Support Staff. These activities are
primarily directed at the APS because the trademark system has
been shifted to an operational mode. The APS project work is
being performed by a contrector (Planning Research Corporation -
PRC). The mechanisms discussed below apply only to the APS.

The staff uses the Harvard Program Management System (HPMS) as a
primary tool for project monitoring. This system provides PERT-
like charts for all activities associated with APS. The system
does not include financial data. PTO and PRC have agreed that
this system will be replaced by ARTEMIS, a similar system
developed by PRC which will include financial data as well.
ARTEMIS is scheduled to come on line in September 1985,

The APS Project has approximately 350 discrete tasks which are defined
in 8 newly developed Work Breskdown Structure. This WBS is being
integrated with ARTEMIS to give PRC and PTO a common reference system.
The WBS will enable detailed tracking of individual tasks in the PRC
contract.

We think that these project monitoring and control activities
represent & significant attempt on the part of PTO to apply sound
practices to the Project, Our quick review indicates that they will
prove to be useful and valuable tools in managing the Project. They
go a long way toward rectifying eriticisms of PTO's project management
operation.

As indicated earlier, the Automation Office organization differs from
the approved structure. Because of the complexity of the Automation
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Project and the need to organize the staff resources sround those
requirements in the most effective manner possible, PTO implemented
internal personnel shifts to result in the existing organization.
However, documentation was not submitted to the Department for
incorporation into the Organizational Directive because of the
possibility that further organizational refinements would be necessary
as the Project progressed (in faet, this has occurred with the
abolishment of the Trademark Automation Group, counterpart to the APS
Group}.

This internal shifting of staff into an unofficial configuration has
not harmed the Project's management. However, as time passes and
vacancies ocecur in the office, PTO will find that recruiting,
promotions and other personnel actions will be difficult because of
the lack of formal organizational and functional documentation to back
up such actions.

RECOMMENDATION: We recommend that PTO submit a formal organizational
proposal to the Office of the Secretary to preclude future adverse
effect on personnel! matters.

Our findings throughout this report reflect varying degrees of
interaction between the Depertment and PTO in the Automation

Project. These include, for example, the MBO process, the budget,
information technology and planning program, and the procurement
planning program. Normally, these are sufficient to coordinate
routine Department requirements and Bureau operations. However, they
do not pul] specialized activities such as the Automation Project
together under a single Department oversight/monitoring umbrella.

RECOMMENDATION: We recommend that a committee be established for the
Automation Project with responsibilities similar to those of the 1990
Census Automation Committee. Because of the significant procurement
issues involved in the automation project, the General Services
Administration should be asked to serve on this Committee. In
addition, PTO's Congressional oversight committees should be briefed
regularly on the status of the autometion project.

SECTION 111
AUTOMATION PRODJECT PLANNING

In response to Section 9 of Public Law 96-517, PTO developed and
submitted to Congress its long-range Automation Master Plan (AMP).
This plan was drafted in 1981 under the leadership of the Assistant
Commissioner for Finance and Planning in coordination with the
internal PTO user community. Several hundred copies of the draft
plan were disseminated for review and comment by industry and the
public user conmmunity. Subsequently, the final plan was approved by
both the Department and the Office of Management and Budget, and
Accented hy Congress in December 1982,

The stated purpose of the plan was to "guide the effort to develop
and implement the new automated system needed to support future PTO
operations.™ We believe that the plan provided a good foundation
for doing just that. Update documents have been prepared at least
annually. Those reviewed were the (1) AMP update of June 26, 1984,
(2) automation status reports of August 27, 1984 and March 1985, and
(3) PTO's FY 84 Information Technology Plan submitted to the
Department on June 29, 1984,

These documents have been accepted for the purposes for which they
were prepared. Generally they have served to provide progress
reports on the automation effort and to support PTO's budget
requests. However, they do not focus on objectives in terms of
programmatic needs, but rather in terms of specific resource
acquisitions and milestones to be achieved. Nor do they provide an
updated cost benefit analysis. In some cases, they do not discuss
management issues or problems encountered. Overall, they do not
seem to be useful in terms of guiding the automation effort.
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A comprehensive update is needed. PTO recognized this and agreed in
April to update its Automation Master Plan by July 1985. The.plan
will be reviewed by the Office of the Secretary and OMB and will
affect future PTO budget requests. We believe that the update
should address the above issues. More importantly, we believe that
development of this update should include a re-examination of the
originally stated program goals and objectives and system
requirements. Without this, planning may become driven more by
automation alternatives rather than by progranmatic needs. The
following examples were noted:

o A May 29, 1985 preliminary enalysis of enhancement o?tions for
the trademark system indicated that PTO was considering to
acquire a second )JBM system and convert TRAM to that
environment in conjunction with T-Search. However, we heard
during our review that another proposal is to acquire a.larger
Burroughs system and convert T-Search to it in conjunction
with TRAM.

o Some of the system requirements stated in the Automation
Master Plan are no longer being pursued. These include the
statements .that examiner workstations require the capability
to display both text and images simultaneously and that the
system must provide a means for encryption of classified
documents.

We do not believe that the automation decisions being contemplated .
can be made without validation and agreement on the program
objectives and performance requirements.

RECOMMENDATION: We recommend that PTO complete its update to the
AMP belore making automation selections. The plan update should
state the current program objectives, performance requirements, and
projected costs and benefits. We further recommend that the plan be
formally updated annually and be specifically considered by the
Coordinating Conmittee, the various boards, and the sutomation group
in guiding the automation effort,

The Cormerce Information Technology Planning System ensures that
Commerce operating units address the requirements of Public Law 89-
306 (Brooks bill), OMB, GSA, and GAO policies, directives and
recormendations for the management and acquisition of information
technology resources.

PTO has annually submitted its plan for Departmental retiew and
endorsement through this System. The 1984 plan, which was endorsed
by the Department, treated the automation program as a single
concept with multiple automation projects, consistent with the AMP
approach,

RECOMMENDATION: To obtain the full benefits of this planning
process, we recommend that future plen submissions

under this system be disaggregated to provide a fuller discussion of
the costs, benefits, alternatives and schedule objectives of the
project. Whether this disaggregation should take the form of
discrete concepts for Trademarks, Patents, and Management
Information Systems or some other structure should be determined in
consultation with the Departmental Office of Management and
Information Systems.

The type of plans discussed above are intended to guide the
automation efforts. The Department's planning process specifies
that the overal]l plans should then be translated into requirements
documents which define the functions to be performed and
capabilities to be provided, These requirements documents then form
the basis for the development and issuance of specifications to
industry.

Federal regulations, Department policy and good management practice
dictate that requirements documents for sutomated systems be
developed. We noted that PTO has been developing such documents
except with regard to Trademarks. These documents are normally
prepared under the direction of the automation group working with
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designated program area personnel. We also noted that public user
requirements have been solicited to support the preparation of these
functional requirements documents.

With regard to Trademarks, we were informed that a functional
requirements document was not developed for the automated trademark
search system. Instead, for expediency, a functional system
specification was released to industry based on the AMP and an
information requirements analysis. Although we were not able to
ascertain that the absence of such a document led to any system
deficiencies, we believe that PTO (1) did not fully comply with
Federal and Department policy and good management practice, (2)
introduced an otherwise unnecessary risk, and (3) did not establish
a document essential to good communications between the users and
the automation support staff,

With regard to the Automated Patent System (APS), which is the major
component of the automation effort, we noted that the request for
proposals contained appendices identifying both PTO User
requirements and APS functional requirements. The APS contractor,
PRC, is currently working with PTO to develop detailed functional
requirements for each subsystem and task oriented, time phased
reporting requirements.

RECOMMENDATION: We recommend that PTO ensure that all future
requirements are properly documented and communicated.

We also noted that requirements documents have not been submitted to
the Department nor has the requirements approval process established
by DAO 212-1 been adhered to. We believe that the Department and
PTO share the responsibility for this condition.

RECOMMENDATION: We recommend that the Department's Office of
Information Resources Management work closely with PTO to ensure
that all future requirements documents are submitted and responded
to.

SECTION 1V
A PROCUREMENT REVIEW OF PTO'S AUTOMATION EFFORTS

Our review of PTO and Department procurement activities of PTO's
automation efforts concluded more effective management was
needed. PTO personnel were acting to strengthen the procurement
management process by the time our independent review began.
However, there are actions the Department and PTO should take to
improve the management of these procurements. Specifically:

o Enhance PTO's procurement planning.

o Centralize procurement management for the PTO automated
systems procurements.

o Resolve the issues of the Exchange Agreements with Thomson
& Thomson and Compu-Mark.

o Take the actions necessary to gain complete control over
the PRC contract for the Automated Patent System.

Scope of Review

We used the GAO report on PTO's Trademark Automation efforts and
the NAVELEX audit report on the PRC contract. We also revieweq
the Exchange Agreements and the pending solicitations for "buying
out" the data base prepared under the sgreements with Thomson &
Thomson and Compu-Mark. To gain an understanding of the overall
automation activity within PTO, we reviewed nineteen centracts
and five solicitations (including two for the "buy outs") under
the administrative control of the PTO contracts staff. We also
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reviewed the contract with PRC being administered by the
Depar tment.

Our review of the procurement activities related to the PTO
automation efforts was limited because of the time constraint on
the task force,

We reviewed numerous PTO documents related to PTO's automation
programs fncluding automation plans, configuration board meeting
minutes, and the like. We interviewed personnel at the
Department and the PTO.

Findings and Recommendations

Procurement Planning

PTO submitted a procurement plan for fiscal year 1885 in
accordance with Department guidelines contained in Department
Administrative Order 208-15. We did not review the information
PTO submitted in any great detail. We did note that PTO's
Procurement Director indicated that the plan was not complete for
FY 85. The plan may address the guidance provided by the
Department but it may not be adequate for this complex

under taking.

PTO has not developed an overall plan that would integrate all
the procurements for automation. There are contracts, exchange
agreements, and purchase orders that are being issued by the
Depar tment and the PTO procurement staffs that may be
interrelated or stand alone. There is no single tool that
enables procurement personnel to identify potential procurement
issues.

An integrated procurement plan would be useful to the program and
procurement staffs because it would show in a clear manner the
contracts,..purchase orders, etc., that need to be placed to
support the program's goals. This type of plan should improve
comnunijcation between the program staff and the procurement
staff.

Even in the best of environments, unforeseen contract problems
can arise. The complexity of PTO automation efforts has been
exacerbated by the split procurement support discussed later, We
believe improved planning is an essential element of improved
procurement support. We concluded that the present PTO
procurement planning must be insufficient since: (a) contract
ratifications are used to accomplish program goals; {(b) contract
extensions are needed to allow time to place either new or
follow-on contract swards; and (c¢) justifications are based on
citing a problem in one contract as the basis for extending
services under another contract.

RECOMMENDATION: We recommend the Office of the Secretary review
the PTO planning process and provide assistance to PTO in
developing & procurement plan that provides an integrated
approach for all the procurements related to PTO's automation
efforts.

Central Procurement Management

We reviewed the contracts and solicitations now being handled by
both Department and PTO contracts personnel for PTO's automation
efforts. The numerous procurements related to PTO's automation
efforts are not handled by a single procurement manager. The
procurements are divided between the PTO and Department
procurement staffs. PTO's procurement staff began handling PTO
procurements above the small purchasing threshoids in Qctober
1984. At that time, PTO began exercising delegated contract
authority from the Department through its own Procurement
Director and his staff of contract specialists.

Presently, the largest single contract is for the Automated
Patents System with PRC under the administrative control of the



. o4

Department's procurement staff, Solicitations and pending awards
are also in process at the Department's procurement office. On
the other hand, PTO's procurement staff is handling a number of
active contracts and solicitations related to automation efforts,

We concluded that this is not the most effective way to manage
these procurements.

We found procurement personnel were generally unaware of the
contracts they were not handling. For instance, PTO procurement
personnel are not aware of the specific issues in the PRC
contract; however, there is the potential that the PRC contract
will be transferred to PTO for administration like many others
initially awarded by the Department's procurement staff. The two
Exchange Agreements were not treated as procurements based on
PTO's policies regarding these types of agreements. The
solicitations for the "buy outs™ are being handled by PTO
procurement personnel under the direction of the PTO steff{ that
placed the initial eagreements. The issues surrounding the "buy
outs" are numerous and require some study before procurement
personnel could be expected to have the necessary level of
familiarity to effectively handle these procurements.

The requirements contracted for by both the Department and PTO
procurement staffs in support of the automation efforts are
complex, long-term, and high-dollar in nature. There is a need
for procurement personnel to remain involved on a day-to-day
basis in order to provide the most effective procurement support
to the PTO program staff. The same is true of the management of
the procurement support. Without a comprehensive knowiedge of
the automation effort, the procurement manager is unable to do
the best possible job. Constantly changing requirements in these
procurements require an intimate knowledge of the contracts so
that sound and timely decisions may be made by the Government.

RECOMMENDATIONS: The team recommended that one procurement
manager be designated to oversee support for the PTO automation
project, The Assistant Secretary has decided to complete the
delegation of procurement authority to PTO, thereby designating
one procurement manager to oversee the procurement support for
the PTO automation project. We also recommend that Departmental
oversight of PTO's procurement processes be strengthened -through
integrated assessments conducted by budget, ADP, procurement, and
management analysis staffs.

Effective management of the numerous contracts now in process
goes beyond the procurement organization itself. The support
provided by PTO program personnel to monitor cost and progress
must be sufficient to avoid contract problems. For example, the
present PRC contract is just now establishing schedules and cost
monitoring systems to ensure adequate control over PRC
performance.

RECOMMENDATIONS: We recommend the Office of the Secretary and
PTO review all contracts for the automation effort to ensure that
adequate cost and schedule controls are in place. Moreover, we
recomnend this review address the adequacy of the procurement and
pragrem eunnnrt resources needed to manage these aspects of the
‘contracts.

In a related area, sound contract administration procedures are
essentiel to control the work of the Government's contractors.
One part of those procedures is the specific delegation of
authority to contracting and program personnel. The program
personnel at PTO have exceeded their authority under the PTO
contracts & number of times. Their actions have resulted in
obligating the Government to pay for actions taken by the
contractors at their direction.

The PTO Contracting Officer addressed this matter early in his
tenure at PTO. Nonetheless, there are actions under PTO's
contracts which are signed by the PTO Contracting Officer on an
after-the-fact basis to "ratify" the actions of PTO program
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personnel. While there are procedures available to give the
after-the-fact approval of a contracting official through the
process of ratification, these types of approvals require
substantial justification; including plans to eliminate the
actions in the future, proposed disciplinary actions against
those involved, if appropriate, etc. In other words, the
ratification process is not designed to allow persons without
authority to contractually bind the Government without
consequences.

RECOMMENDATIONS: We recommend that the Office of the Secretary

and PTO take the actions needed to eliminate the PTO practices

that have led to unauthorized actions by PTO program persohnel
under the PTO contracts. We also recommend that the Office of
the Secretary review PTO's procedures on contract administration
to ensure they are adequate. Examination of ratification actions
should be a part of procurement management reviews conducted in
the Department to insure that similar problems do not exist
elsewhere.

PTO Exchange Agreements

PTO has two exchange agreements to develop computer tapes from
PTO's trademark date for a machine-readable data base. The
agreements are with Thomson & Thomson and Compu-Mark.

These agreements provided that the companies would receive from
PTO: (&) copies of registered trademarks and application
documents {(from which tapes were developed); (b) an agreement to
provide future trademark data tapes with unlimited restrictions
on their use; and {c) assurance that PTO would restrict the
public's access to the trademark automated data base using all
the capabilities of T-Search.

PTO was in the process of procuring the trademark data from
Thomson & Thomson and Compu-Mark through sole source
solicitations when we began our review.

Our review of the solicitations issued by PTO's contracts office
to Thomson & Thomson and Compu-Mark found that the actions to
award contracts to these two companies are on hold awaiting
instructions from the Department.

We noted that Thomson & Thomson had not submitted a proposal
based on"verbal instructions from PTO's management,

Compu-Mark did propose to "sell™ PTO the data base developed on
data through December 1984. Also, Compu-Mark proposed to
continue work for post December 1984 data on the basis of the
Exchange Agreement. As structured, Compu-Mark's proposal would
not replace the current Exchange Agreement.

We considered all the various legal opinions about the Exchange
Agreements and discussed the issues with PTO's Solicitor during
our interview. We concluded that the issue of whether or not PTO
could use Exchange Agreements as they had was not something we
could resolve during our review. If the question is to be
addressed, we believe it is a matter for consideration by
appropriate Department and PTO personnel.

PTO published written policies on the use of Exchange Agreements
in the Federal Register on Msy 5, 1983. These policies were not
reviewed by the Department. We did not review these policies
during our review. .

Future agreements aside, problems still remain under the two
Exchange Agreements that exist. PTO is awaiting guidance from
the Department to resolve the issues raised by the GAO report.

Furthermore, the true nature of the contract solicitations for
the "buy outs®™ is unclear to us. If all the contracts do is "buy
out" data bases through December 1984, how does that resolve
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concerns over data beyond that date? Also, how do the "buy outs"®
address the issue of PTO's restricting the public's access to the
trademark automated data base?

RECOMMENDATIONS: We recommend that the Office of the Secretary
immediately provide PTO with the edvice necessary to remedy the
concerns GAO has with the Exchange Agreements -- particularly on
the implications of H.R. 2434 over the pending contracts designed
to "buy out" the data bases prepared under the exchange
agreements. Moreover, we recommend that the Office of the
Secretary thoroughly review the actions PTO proposes to take to
address those issues., We also recommend the Office of the
Secretary review the PTO policies on the use of Exchange
Agreements against the criteria in the Grants and Cooperative
Agreement Act of 1978,

Contract 50-SAPT-4-00319 with PRC

The PRC contract for the Automated Patent System (APS) was placed
in April 1984 on a cost-plus-fixed-fee basis in an estimated
amount of $289 million. This contract was awarded by the
Department's procurement office which continues to administer the
contract for PTO. This is the single largest contract dealing
with PTO's automation efforts. PTO expenditures to date are
$11.6 million.

A number of actions relating to the technical deliverables and
other contract matters were under review by PTO and the
Department when we started our review. For example, PTO intends
to complete the actions needed to establish definitive cost and
schedule controls by September 1985. While there is some
progress being made, we believe there is a need to escalate the
efforts to complete the actions on all open issues under the PRC
contract.

RECOWMENDATION: We recommend that the Office of the Secretary
and PTO give their immediate attention to the PRC contract. A
joint Office of the Secretary and PTO working group should be
formed to completely review all the open issues with PRC
management. The issues that require complete resolution include:

o Defining the work PRC is to do under the contract. This
should include establishing the contract cost baseline and
technical benchmarks on a time phased and task oriented
basis.

o Establishing a technical progress/cost incurred reporting
system to manage the contract effort.

o Concluding negotiations on the existing PRC change
proposals now under review,

PTO should then proceed to bring each issue to conclusion,
reporting periodically to the Office of the Secretary.

SECTION V
BUDGET AND FINANCE

The Patent and Trademark Office is a quasi-corporate entity
supported by 3,438 employees and financed at over 822? m!llion
annually. The funding is provided through an appropriation and
by user fees, both of which may be carried over into fyture years
and are available until expended. The fees are authorized by
section 1113 of title 15, United States Code, end by sectiqns 41
and 376 of title 35, United States Code. At the present time,
fees cover 100 percent of trademark operations and approximately
54 percent of patent operations.
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Resources are administered and managed by the Office of the
Assistant Commissioner for Finance and Planning, primarily
through the Office of Finance, which provides accounting
services, and the Office of Budget, Planning and Evaluation,
which develops budgets, fees, and management reports.
Qur examination of PTO's financial management concentrated on
these organizations. Areas of particuler interest were as
follows:

o Development of budgets and funding requests.’

o Financial controls over fee collection.

o Allocation and administration of fees,.

o Validation of overhead charges.

o Financial reporting.

o Utilization of accounting data.

6 User problems with fee administration.

o Department of Commerce oversight of budget process.

o Actual automation costs versus estimate.

o Financial monitoring of major automation contracts.

o Buyout of exchange agreements.

Overall Findings

As & general statement, we found both the‘budgel and accounting
shops of PTO to be responsive, well managed, and operating in
accordance with all applicable regulations and policy.

Budget development is tightly controllied, well formulated,
justified in great detail, and consistent with Departmental, OMB
and Congressional policy and procedures. The budget is prepared
and justified on the basis of total funding authority so that
review can properly be made of the entire PTO process.

Interviews with Departmental representatives and a reading of the
House appropriation hearings indicate that Commerce, OMB and the
Congress give full scrutiny to the fee amount and distribution
just as they would for appropriated funds.

Internal Controls

In reviewing the internal controls used in the accounting and
financial operations of PTO, we built upon recent reports
conducted by external authorities as well as those performed
during the internal self-certification process. Our
investigation was also based on the following:

o A sampling of the Comptroller General's principles and
standards that should be utilized in accounting
operaticns. .

o A selection of questions from the Department of Commerce
Cash Management Review.

o A verification of all recommendations made during the 1984
internal control review of billings and collections.

We found no significant weaknesses in the internal controls as
they relate to the accounting and financial operations of PTO.

Some minor observations were brought to the attention of the
Director of the Office of Finance and are recorded in our work
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papers for future reference. One deserves mention here because
of the intense scrutiny being placed on the fee system by clients
and review authorities. PTO is not currently able to reconcile
its cash account with Treasury due to inadequate financial data
received from the Department's Management Service Center. This
is apparently not a problem unique to PTO, but is of concern to
several other agencies within Commerce as well,

RECOMMENDAT]ON: The Department should take inmediate steps to
provide adequate data, through its Management Service Center, for
PTO and other agencies within Commerce to reconcile their cash
accounts.

Utilization of Accounting Data

During our review, we examined the extent to which accounting and
financial data svailable in the Office of Finance was utilized in
the decisionmaking process, especially as it related to the
observations raised by GAO and by Congressman Brooks' staff.

When the cost and benefits study was prepared, the only input
from the Office of Finance was the regular monthly financial
reports., There were no special requests for additional
information either in terms of detail or special configurations,
even though raw data was available. Furthermore, if the Office
of Finance had conducted monthly reviews of the income and cost
trends and compared them with interim milestones from the
cost/benefit study, indications of variance could have been
provided to PTO managers throughout the development of the
Automation Project.

This leads us to believe that the PTO accounting data are not
being used effectively. We recommend that PTO develop a series
of business-style reports that adequately address income. In
response to our concerns, and because of their willingness to
provide whatever date is needed for management or oversight of
the ageney, both the Office of Finance and the Office of Budget
have agreed to do so.

Fees

The fees charged to the public for patent and trademark
examination and for information services are consistent with
standing law and are allocated in the manner approved by OMB and
the Congressional Appropriation Committees.

We did note that legislation is pending (HR 2434, passed by the
House on June 25, 1985) which could substantially impact upon PTO
operations. 1t provides that "fees collected... may not be used
during fiscal years 1986, 1987, and 1988 to procure ... automatic
data processing resources (including hardware, software and
related services, and machine readable data) for the Patent and
Trademark Office.” We believe that the question of fee
epplication, especially as it relates to ADP, is an issue of
primary importance to PTO and its users and one that must be
firmly and finally resolved if PTO is to continue its progress
towards automation. We also are aware that the Department,
through the Assistant Secretary for Administration and the
Assistant Secretary for Congressional and Intergovernmental
Affairs, is working with the Congress to clarify this matter.

Once fees are collected, they are merged with appropriated funds
to form the actual budgets apportioned to each area and office.
Based on the financial data provided to them by the budget shop,
PTO office directors do not have the ability to distinguish which
of their expenses are financed by fees and which are financed by
subsidy (appropriation). It is the opinion of the PTO Budget
Office that this information is not needed for the sound internal
management of the PTO programs.

We do not agree on this point. PTO is a long-standing Government
agency at the crossroads in its conversion to an entity more
corporate-like in its operations. It expects to be substantially
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fee supnorted at some time in the future. As a result of this,
clients, who correctly perceive of themselves as paying the bill,
are demanding a greater role in the financing and operations of
the organization. The lack of business data on fee
dissemination, in a format easily understood by business, is a
necessary service for them that should not be denied by PTO.

External users, primarily the trademark associations, have
complained about the adequacy of PTO financial reports, We feel
that their concerns are somewhat justified, since the reports
currently being provided are difficult to understand for those
not schooled in Government accounting and budget terminology and
familiar with PTO operations and policies. No reports exist in
the formats standard to the business community.

Furthermore, the perception that PTO executives do not need the
data for their management of the agency does not give proper
weight or sensitivity to their business clients' concerns or to
the changing nature of PTO. The estimated fee income for FY 1985
is $102 million, which represents just under 46 percent of the
operating budget. Yet the financial statements issued monthly do
not include a comparison of income and expenses. Managers are
not able to determine whether services provided are contributing
their cost of operation, whcther users of one service are in fact
paying more than their fair share and thereby subsidizing other
services, or whether fees collected cover the entire cost of
doing business, including a share of overhead. As in private
industry, PTO managers, unlike most Government agencies, must
concern themselves with the bottom line.

Fortunately, PTO would not have to conduct any significant
additional data gathering efforts in order to address this

issue. The agency has the capacity to convert current in-house
data into standard business formats. (To their credit the PTO
Budget office has requested that trade associations propose
alternative financial reports, but to date there has been no
response to this request.) 1In fact, there is considerable
information available through the PTO accounting system which
could be utilized as desired throughout the entire PTO management
system as well as for their outside clients.

We have developed a report format (see Appendix D) which provides
basic fee data in a business-style format and which can be
prepared monthly using information currently available in the
accounting system.

RECOAMMENDATION: In recognition of its quasi-corporate role and
the increasing demands placed on organizational accountability by
patent and trademark clients, PTO should begin preparation of
monthly statements on income and expenses in standard business
formats. These reports should be disseminated to PTO managers
and made available on request to external users. PTO should also
develop annual profit and loss statements and any other business-
type reports which are appropriate to its operations.

A second area of concern to corporate clients is the perception
of co-mingling of funds, i.e., fee receipts and appropriations
merged into a larger entity, with no clear accounting of their
use. P.L. 97-247 recognized this in the trademark area and
prohibited use of trademark fees for any but trademark uses.
Because of this concern, we examined accounting records and work
papers to determine whether co-mingling had occurred. We are
satisfied that it has not occurred. Nevertheless, it is possible
to do so within the existing system. The law protects the
integrity of the trademark fees; there is no such protection for
patent or service fees. It is only the integrity of the Budget
and Finance shops which act as safeguard. To their credit, these
offices have diligently prepared reprogramming notices to the
Congress whenever changes in financing were made necessary, and
trademark fees have not been used for any purposes outside of the
trademark area. But no internal PTO policies exist on the
application of excess fees collected. More importantly, there is
no policy stating what cannot be done with them.
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RECOMMENDATION: PTO should develop formal internal policies on
Tees which address shortages, surpluses, permissable uses,
prohibited uses, and asccountability., In addition, plans should
be developed whenever surpluses occur detailing how and to what
purpose they are to be applied. Because of the sensitivity of
this issue, the policies and plans should be developed with
client and Congressional input.

A third area of concern to trademark clients is the overhead rate
charged them for indirect automation costs -- 25.2%, compared to
their share of the total PTO costs of only 8.2%. Despite this
concern, PTO did not revalidate the charge after its original
development several years ago. The PTO did provide detailed
information to trademark associations on the distribution of the
fees, but not on the derivation of the formula itself. The
assumptions upon which it was based came from estimates at the
time of development. In preparing the new fee schedules for FY
1986 through FY 1988, PTO determined that the Trademark share for
these costs should be dropped to 15.7 percent in 1986 and to 7.8
percent in 1987.

RECOMMENDATION: PTO should provide for annual validation of the
overhead rate beginning in FY 1986.

Automation Costs

Actual costs of automation for the period FY 1983 through 1985
are higher than the original estimates stated in the Automation
Master Plan and subsequent budget documents, as follows:

-------------- (dollaers in millions)-====---r-mouv
FY 1983 FY 1984 FY 1985 3 Year Total

Automation Plan *... $ 14.1 $ 14.9 $ 30.8 T 0§ 59.8
Actual /Projected ... 12,6 21.8 30.8 65.2
Difference ......... $ 1.5 $ -6.9 $ ——-- $ -5.4
Financed by:
(01 3'-177-1 SRR 1.0 -——- ~—-- 1.0
Reprogranming..... ——-- 4.4 - 4.4

* As revised and reflected in the FY 1986 budget submission to the Congress.

The T-Search trademark automation system is in place and being
used, but it cannot be fully relied upon and is difficult to
evaluate in the absence of an adequate data base. PTO hopes that
the data base can be cleaned up enough to use by September

1985. With implementation behind schedule, total costs of
‘automation will probably be over estimate. However, the exact
amount of overage, if any, cannot be determined, since there is
no clear linkage of cost baselines with progress baselines,

It is our understanding that the revised master automation plan,
due to be completed in July 1985, will begin to address and
correct the lack of a cost baseline integrated with progress
schedules. PTO is currently developing a technical progress/cost
incurred reporting system for its management of the PRC contract,
which we consider to be appropriate since it is the largest
contract related to the automation.

RECOMMENDATION: Once the revised Automation Master Plan is
developed by PTO and approved by the Office of the Secretary and
the PRC progress/cost system is developed, we reconmend that PTO
pull together a detailed document integrating all technical
issues, schedules and costs related to the entire automation
effort.
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SECTION V1
SUMMARY OF RECOMMENDATIONS

1. The Trademark Advisory Committee should be meeting more
frequently to address user concerns. (page 4)

2. PTO should consider establishing other formal advisory
committees to address automation and other areas of concern to
user groups. {page 4)

3. We recommend that all parties recognize the difference in
professional expertise and outlooks among trademark attorneys and
computer systems staffs, and accommodate those differences in
planning and comnunicating. {(page §)

4. PTO should take action to deal with the problems and
suggestions of the trademark users and attempt to erystalize the
concerns of the trademark associations. (page 6)

5. We recommend that PTO submit a formal organizational
propossl _for the Automation Staff to the Office of the Secretary
to preclude future adverse effect on personnel matters. {page 7)

'

6. We recommend that a committee be established for the
Automation Project with responsibilities similar to those of the
1990 Census Automation Committee. (page 7)

7. PTO should complete its update to the Automation Jaster Plan
before making automation selections. The plan should state the
current program objectives, performance requirements, and
projected costs and benefits., We further recommend that the plan
be updated annually and be specifically considered by the
Coordinating Committee, the various boards, and the automation
group to guide the automation effort. (page 9)

8. Future plan submissions under the AMP should be
disaggregated to provide a fuller discussion of the costs,
benefits, alternatives and scheduled objectives of the project.
(pege 9)

9. PTO should ensure that all future systems requifements are
properly documented and communicated. (page 10)

10. We recommend that the Department's Office of Information
Resources Management work closely with PTO to ensure that all
future requirements documents are submitted and responded to.
(page 10) .

11. We recommend that the Office of the Secretary review the PTO
procurement planning process and provide assistance to PTO in
developing a procurement plan that provides an integrated approach
for all the procurements related to PTO's automation effort. (page
12)

12. The Office of the Secretary should designate one procurement
manager to oversee the procurement support for the PTO automation
effort. Departmental oversight should be strengthened. (page 13)

13. The Office of the Secretary and PTO should review ail PTO
contracts for the automation effort to ensure that adequate cost and
schedule rantralc are in place. We also recommend that this review
address the adequacy of the procurement and program support
resources needed to manage these aspects of the contracts. (page 14)

14. The Office of the Secretary and PTO should take the actions
needed to eliminate the PTO practices that have led to unauthorized
actions by PTO program personnel under the PTO contracts. We also
recommend that the Office of the Secretary review PTO's procedures
on contract administration to ensure they are adequate. (page 14)

51-688 0—85—3
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15. The Office of the Secretary should immediately provide PTO with
the advice necessary to remedy the concerns GAO has with the
Exchange Agreements and the implications of H.R. 2434. We also
recommend that the Department thoroughly review the actions PTO
proposes to take to address those issues. The Office of the
Secretary should review PTO policies on the use of Exchange
Agreements against the criteria in the Grants and Cooperative
Agreements Act of 1978. (page 16) .

16. We recommend that the Office of the Secretary and PTO give
their immediate attention to the PRC contract. A joint Office of
the Secretary/PTO working group should be formed to completely
review all the open issues with PRC management. These include:
(page 16) :

o Defining the work PRC is to do under contract. This should
include establishing the contract cost baseline and technical
benchmarks on a time phased and task oriented basis.

o Establishing a technical progress/cost incurred reporting
system to manage the contract effort.

o Concluding negotiations on the existing PRC change proposals
now under review.

PTO should then proceed to bring each issue to conclusion, reporting
periodically to the Office of the Secretary. (page 16)

17. The Department should take immediate steps to provide
adequate data, through the Management Service Center, to allow
PTO and other agencies within Commerce to reconcile their cash
accounts. (page 18)

18.  PTO should begin preparation of monthly statements on income
and expénses in standard business formats, These reports should
be disseminated to PTO managers and made available on request to
external users. PTO should also develop annual profit and loss
statements and any other business-type reports which are
appropriate to its operations. (page 21)

19. PTO should develop formal internal policies on fees and
develop plans, whenever surpluses occur, detailing how and to
what purpose they are to be applied. These policies and plans
should be developed with client and Congressional input. (page
21)

20. PTO shoul)d provide for annual validation of the overhead
rate beginning in FY 1986. (page 22)

21. Once the revised Automation Master Plan is developed by PTO
and approved by the Office of the Secretary and the PRC
progress/cost control system is developed, PTO should pull
togeher a detailed document integrating all technical issues,
schedules and costs related to the entire automation effort.
(page 22)
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APPENDIX A
MANAGEMENT REVIEW OF PATENT AND TRADEMARK OFFICE
STUDY OUTLINE

Organization and Management:
o Planning (review planning process that resulted in Master
Plan and process of maintaining current plans. This will be
a crosscutting topic involving budget, procurement and
ADP).
o Organizational relationships among ADP managers, Automation
Project managers, top PTO management and program
managers. Will include review of communications,
coordination and decision processes.
o -Staffing (adequacy of numbers and skills, recruiting/hiring
process, grade structure).
Budget:
o Review cost benefit analysis methodology.
o Examine adequacy of budget process to plan and control
Automation Project.
Aceounting and Pinance:
o Review internal controls used in PTO.
o Examine the process for collection and administration of
fees.
Technology Requirements Development:

o Review planning, requirments and specifications processes.

o Determine baseline for user needs.

Systems Specifications:
o Examine question of competitiveness.

o Review testing processes.

Procurement:
o Review procurement management structure (will include
activities of the Department Office of Procurement
Operations).

o Perform compliance review of procurement activities.

Barter Arrangements:

o Review basis for agreements, determination of their not
being treated as procurements.

o Review management process.
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APPENDIX B
LIST OF INTERVIEWEES

Patent and Trademark Office

Donald J. Quigg, Commissioner

Jon Baake, Deputy Administrator for Automation

Marc Bergman, Director, Office of Trademark Program Analysis
Willy Bowman, Chief, Correspondence and Mail Division

Theresa Brelsford, Assistant Commissioner for Administration
Barry Brown, Director, Office of Procurement

Howard Bryant, Administrator for Automation

Carle Buczinski, Contract Specialist

Frank Ceasar, Director, Office of Patent and Trademark Services
William Eldridge, Contract Specialist

Jack Ell, Deputy Director of Finance

Tom Gass, Supervisory Operating Accountant

Wesley Gewehr, Deputy Assistant Commissioner for Administration
John Hassett, Director, Office of General Services

Bradford Huther, Assistant Commissioner for Finance and Planning
Frank Lane, Supervisory Financial Assistant

Margaret Laurence, Assistant Commissioner for Trademarks

James Lynch, Director, Office of Budget, Planning and Evaluation
William Maykrantz, Director, Office of ADP

Frances Michalkewicz, Special Asistant to A/C for Fin. & Plng.
Leonard Nahme, Director, Office of Finance

Joseph Nakamura, Solicitor

Anice Ogden, Contract Specialist

Jerome Punderson, Program Analyst

Joseph Shehade, Chief, Program Management Support Staff

Rene Tegtmeyer, Assistant Commissioner for Patents

Other

Hugh Brennan, Director for Procurement and Administrative
Services

Mary Casey, Auditor, Office of the Inspector General

Michael Kean, Chief, Information Resources Procurement Division

David Larkin, Directior, Office of Procurement Operations

Elaine McNamara, Budget Analyst, Office of Budget

John Newell, Assistant Inspector General for Automated
Information Systems

Tom Pyke, Head, ICST Review Team

Rick Skinner, Director, External Audit Division, OIG

Gloria Sochon, Contract Specialist, Office of Procurement
Operations

Robert Welch, Director, Office of Procurement Management
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PATENT AND TRADEMARK AUTOMATION REVIEW
REPORT ON TRADEMARK AUTOMATION

JuLy 9, 1985

INSTITUTE FOR COMPUTER SCIENCES AND TECHNOLOGY
NATIONAL BUREAU OF STANDARDS
U. S. DEPARTMENT OF COMMERCE

Summary of Findings and Recommendations
on

Trademark Automation

TRAM STATUS

FINDING:

0 The TRAM system is in operational use.
T-SEARCH STATUS

FINDING:

0 The- T-Search Trademark Search System is in place and being used
voluntarily by more than half of the Trademark examiners.
The examiners interviewed believe that this automated system
already provides better quality searching for word marks than
previously used manual search techniques.

SYSTEM PERFORMANCE

FINDINGS:

0 Questions have been raised concerning the level of performance of
the T-Search system in response to a realistic workload that
includes both examiners and public searchers as users, and
especially about the system's performance for design mark
searches.

0 The TRAM trademark automation system suffers from poor response
time and somewhat limited availability.

RECOMMENDATIONS :

0 An external performance audit of the T-Search system should be
conducted by an organization such as FEDSIM. The audit should
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include performance measurement under realistic controlled load
conditions. Software and hardware system bottlenecks should be
identified and documented. The audit should result  in
specific recommendations for improving system performance and
provide a baseline for evaluating possible system upgrades.

The results of recent TRAM/PALM system performance testing by the
hardware vendor should be evaluated in detail. More extensive,
independent testing and evaluation should be performed if
necessary. This testing should provide a basis to improve the
present system through elimination of hardware and software
bottlenecks, and should also provide a baseline for consideration
of possible major system upgrade.

REQUIREMENTS ANALYSIS

FINDINGS:

0 A single integrated functional requirements documentation was not

developed for trademark automation.

0 Continuing development of revised trademark automation
requirements is proceeding on an ad hoc basis.

0 The risks associated with various system failure modes and the
risks associated with assuring the integrity of data in the
trademark automated systems have not been analyzed in a

~structured manner.

RECOMMENDAT IONS : -

0 An integrated trademark automation requirements analysis should be

performed and documented. The resulting document should then be
used, along with a detailed summary of the functionality and
performance of currently installed systems, as input to a thorough
identification and analysis of system alternatives. This analysis
should be completed prior to development of specifications for any
major improvements or upgrades to current trademark automation
systems.

A continuing process, perhaps involving the existing Trademark
Configuration Management Board, should be established for
developing and documenting evolving requirements for trademark
automation and for incorporating these changing requirements into
the systems development and support process on a controlled basis.

A risk assessment should be performed that addresses requirements
and threats relative to data integrity and system availability.
This assessment should consider possible risks through public
access to the system as well as use by examiners, and should cover .
both accidental as well as intentional data 1loss or system
failure. It should lead to identification of failure modes and
contingency plans for recovery from system failures or loss of
data. This assessment will be a key input to the analysis of
system 21ternatives for improving trademark automation systems.

A plan should be developed and implemented for measuring the
effect of automation on the quality of the trademark
search/registration process.
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DATA QUALITY
FINDING:

0 Word mark data still has a number of errors, but a plan is in
place and is being carried out to correct them. However, the word
mark data is said by some examiners to be generally better than
that available to support manual searches.

0 Design mark data has many errors. Initial sampling and analyses
have been performed. A plan to correct the errors 1{s being
developed.

0 Image data to support design mark searches is not of acceptable
quality. Complete rescanning of original images may be necessary
to produce an acceptable database.

" RECOMMENDATION:
0 The corrective actions already being taken should be continued.

0 A plan for continuing assurance of adequate data quality for
trademark automation should be developed and followed.

REPORT ON TRADEMARK AUTOMATION
July 9, 1985

BACKGROUND

The Institute for Computer Sciences and Technology (ICST) of the National
Bureau of Standards has reviewed the technical aspects of trademark
automation within the Patent and Trademark Office (PTO). This review is a
part of an overall technical evaluation by ICST of PTO's Trademark and
Patent Automation Project which is being conducted at the request of the
Deputy Secretary of Commerce as a positive step toward reaching the
ggcretary of Commerce's goal of a fully automated Patent and Trademark
fice.

The goal of the trademark automation review is to assess objectively and
independently whether trademark automation efforts are meeting established
objectives. Within the constraints of the tight time schedule established
by the Department for the review, a number of findings and recommendations
concerning trademark automation have been developed and are summarized in
this report.

APPROACH "

The ICST review team received an overview presentation on patent and
trademark automation and a tour of PTO. A large number of PTO documents
concerning automation planning and implementation have been reviewed (see
Appendix), along with the April 1985 GAO report on trademark automation,
pertinent legislation and committee reports, and minutes of PTO MBO
reviews for the Department. The ICST team members met with the Acting
Commissioner, the Assistant Commissioner for Trademarks, and the Assistant
Commissioner for Finance and Planning. Several meetings were held with



70

the Administrator for Automation and members of his staff. Selected
trademark examiners and trademark staff knowledgeable about trademark
automation were interviewed. Meetings were also held with the staff of
the MITRE Corporation, which provided systems engineering support, and
with GAQ staff responsible for their trademark automation audit.

TRADEMARK AUTOMATION

The objectives of trademark automation, summarized in the Automation
Master Plan, are:

1. to improve the quality of the issuing registrations,
2. to assist in reduction of average pendency of applications, and
3. to reduce the total cost of the Trademark operation.

The Automation Master Plan states that the improvement in the quality of
the issuing registrations is to be achieved by ensuring that correct and
complete information is entered initially into the system. Although the
trademark automation effort is directed toward all three of these
objectives, the ICST team was told that the emphasis in the automation
process is on improving search quality, and thus improving the quality of
the issuing registrations.

Various aspects of trademark operations are supported by two major
automated systems:

1. Trademark Report and Monitoring System (TRAM)
2. Trademark Search.System (T-Search)

The next section of this report summarizes the current status and function
of thes. ., tcnz.  The final three sections of this report summarize
findings and recommendations in three problem areas identified during the
review: system performance, requirements analysis, and data quality.

TRAM STATUS
FINDING:
0 The TRAM system is in operational use.

TRAM is wused to track the movement and status of trademark application
folders from pre-examination, through publication in the Official Gazette,
to registration or abandonment. Bar code readers are used at workstations
to assist in the entry, modification, and retrieval of application data.

Some of the functions performed by TRAM are Keyboard entry of textual
application data, document control and tracking, status information,
accumulation of performance statistics of examining attorneys, and
management reporting for performance and quality assurance. TRAM provides
a weekly tape of textual data to be published in the Official Gazette.
TRAM also provides a weekly tape of updates for the separate search
database in the T-Search system.

The TRAM software was written in-house, and runs on a Burroughs 87700
computer that is shared with a similar application system (PALM) that
supports the patent examinatfion process. TRAM is written in COBOL, using
the DMS 11 database management system and the GEMCOS
transaction processor.
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Trademark examining attorneys who were interviewed give credit to TRAM for
their abflity to locate appiication folders quickly and easily. They also
view TRAM as a potential tool for managing a quality assurance program.

T-SEARCH STATUS
FINDING:

0 The T-Search Trademark Search System is in place and being used
voluntarily by more than half of the Trademark examiners.
The examiners interviewed believe that this automated system
already provides better quality searching for word marks than
previously used manual search techniques.

T-Search 1s an automated search system that permits examiners and public
searchers to compare a pending word mark or design mark application
against a database of existing registered trademarks. It runs on an IBM
4341 mainframe, and was provided to PTO under contract by the Systems
Development Corporation (SDC). T-Search provides the capability for an
examiner at a terminal to search for word marks and design marks using
combinations of almost all of the fields in a trademark registration.
Design facsimilies are displayed on the same terminal.

Design searches are based on queries against a hierarchical classification
scheme with codes for design components or features. A video display
screen of textual description of an application can be alternated with a
screen containing the corresponding design facsimile; however, there is no
split screen or simultaneous display capability. The textual part of the
T-Search database largely duplicates TRAM data (from which it is
extracted); however, it does not contain all the status information from
TRAM which is needed by searchers. A separate terminal, often in a
different location, must be used to access TRAM for that {nformation. The
public search room is equipped with terminals for searching, but these
terminals have not been used, except by PTO staff during T-Search
acceptance testing.

T-Search-is.based on SDC's proprietary ORBIT inverted-file search system.
The T-Search system includes interface software on the B-22 microcomputer-
based terminal/workstations, as well as an integrated subsystem on the
mainframe to retrieve compressed digitized images for transmission to the
workstations. Continued software development and maintenance are provided
under contract by SDC.

The ICST team interviewed several examining attorneys who used T-Search on
a regular basis. The consensus of these attorneys was that the automated
system is better than a manual search for word marks. Advantages cited
were:

0 Data integrity is better (or potentially better) since records
are not missing or misfiled, as in the public search room.

0 Only one search is necessary, as compared to a manual search
through the separate files for pending applications and
registered marks.

0 Quality review is facilitated by the automatic printout of the
search strategy, along with the search results.

0 It is possible to search on any of the different fields. This has
the effect of creating numerous indices into the database.
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0 The use of Boolean operators can be used to restrict the search to
fewer documents of greater interest.

0 The working conditions at a terminal near the examiner's office
are better than those in the public search room.

SYSTEM PERFORMANCE
FINDINGS:

0 Questions have been raised concerning the level of performance of
the T-Search system in response to a realistic workload that
includes both examiners and public searchers as users, and
especially about the system's performance for design mark
searches. :

0 The TRAM trademark automation system suffers from poor response
time and somewhat limited availability.

RECOMMENDATIONS :

0 An external performance audit of the T-Search system should be
conducted by an organization such as FEDSIM. The audit should
include performance measurement under realistic controlled 1load
conditions. Software and hardware system bottlenecks should be
identified and documented. The audit should resylt in
specific recommendations for improving system performance and
provide a baseline for evaluating possible system upgrades. .

0 The results of recent TRAM/PALM system performance testing by the
hardware vendor should be evaluated in detail. More extensive,
independent testing and evaltuation should be performed if
necessary. This testing should provide a basis to improve the
present system through elimination of hardware and software
bottlenecks, and should also provide a baseline for consideration
of possible major system upgrade.

The T-Search system has undergone several rounds of performance testing.
There have been questions raised about the level of performance of the
system in response to a realistic workload. One such statement of concern
is contained in the Interim Report of Functional Acceptance Test of
Automated Trademark Search System, dated December 1984, which states that
the "average completion time of a trademark search exceeded the
contractual requirement." Although performance has been improved, the
problem has been especially acute when performing design searches.
Trademark operations staff have told the ICST team that response time
degrades to totally wunacceptable with only six design searches being
performed concurrently.

Both PTO and SDC have expended considerable resources in testing various
versions of the T-Search system. One major performance related problem
that result in terminals being "hung up" until a new log-on is performed
has has been partially resoived, but at the expense of reducing overall
system performance. Most recently, additional main memory has been added
to the IBM 4341 mainframe, and performance is reported to have improved
significantly.

These performance problems have been so persistent over a period of
several months, and their resolution is so essential to the successful
use of the system, that ICST recommends that an external performance
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audit be conducted as soon as possible by an organization such as FEDSIM.
During this audit, controlled load should be applied to T-Search that is
representative of the projected workload from examiners and public
searchers. Software and hardware bottlenecks should be identified and
documerted. The performance audit process should result in specific
recommendations for improving T-Search system performance and provide a
baseline for 1long term capacity planning for T-Search on the current
hardware configuration and for evaluating possible system upgrades.

The TRAM system has performance problems in terms of both response time
and availability. The Administrator for Automation told the ICST team the
TRAM system s typically up about 95 percent of its scheduled time as
contrasted to about 98 percent for the T-Search system. He said that the
TRAM system experiences some periods of sustained outage. The reliability
of disk drives on the Burroughs B7700 system was among the problems cited
that contribute to the problems. Members of the team observed response
times as long as a minute or more to simply acknowledge input from a wand
type bar code reader.

The performance problems for the Burroughs B7700 system that supports both
TRAM and the comparable PALM functions for patent examination have existed
for some time. Improvements in hardware have been made, and PTO has
recently had Burroughs conduct additional system performance tests. PTO

Since the vendor that has performed these tests stands to benefit
potentially from the results of these tests, the results of the tests
should be reviewed carefully by PTO staff and compared to other,
collaborative records of system performance. If indicated, more extensive
independent testing and evalvation should be performed.

The results of this TRAM performance evaluation should provide a basis to
improve the performance of the present system through possible elimination
of hardware or software system performance bottlenecks, and also provide a
baseline for consideration of a possible major system upgrade.

REQUIREMENTS ANALYSIS
FINDINGS:

0 A single integrated functional requirements documentation was not
developed for trademark automation.

0 Continuing development of revised trademark automation
requirements is proceeding on an ad hoc basis.

0 The risks associated with various system failure modes and the
risks associated with assuring the integrity of data in the
trademark automated systems have not been analyzed -in a
structured manner.

RECOMMENDATIONS:

0 An integrated trademark automation requirements analysis should be
performed and documented. The resulting document should then be
used, along with a detailed summary of the functionality and
performance of currently installed systems, as input to a thorough
identification and analysis of system alternatives. This analysis
should be completed prior to development of specifications for any
major improvements or upgrades to current trademark automation
systems.
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0 A continuing process, perhaps involving the existing Trademark
Configuration Management Board, should be established for
developing and documenting evolving requirements for trademark
automation and for incorporating these changing requirements into
the systems development and support process on a controlled basis.

0 A risk assessment should be performed that addresses requirements
and threats relative to data integrity and system availability.
This assessment should consider possible risks through public
access to the system as well as use by examiners, and should cover
both accidental as well as intentional data loss or system
failure. It should lead to identification of failure modes and
contingency plans for recovery from system failures or loss of
data. This assessment will be a key input to the analysis of
system alternatives for improving trademark automation systems.

0 A" plan should be developed and implemented for measuring the
effect of automation on the quality of the trademark
search/registration process.

As the review team began its examination of trademark automation, it had
difficulty identifying the functional requirements that led to trademark
automation. It was quickly determined that planning for trademark
automation was accomplished in piecemeal fashion, without benefit of an
overall functional requirements document or a data requirements document.
A functional requirements document was not prepared for the T-Search
system. Although  taking the “shortcut” of not preparing such
documentation may lead to systems that satisfy the majority of unstated
user requirements for which these systems were designed, it is difficult
to evaluate automation implementation without a coherent set of
documentation which ties current automation efforts to trademark functions
and goals.

The team was referred to the PTO Automation Master Plan and to the RFP for
the T-Search system. That RFP contains functional technical
specifications. The team was also referred to the test plan for the T-
Search iysi‘.em. For the TRAM system, some user requirements documentation
is available. '

One purpose of an orderly, disciplined approach in systems engineering is
to serve as a basis for agreement with users upon completion of an
automation activity. Functional and data requirements documentation can
minimize and control problems, such as the need for numerous change
proposals, redundant/inconsistent data, poor data quality, lack of
integration of functions, and inadequate performance. These problems have
been encountered during trademark automation.

During the course of the review, various needed improvements to trademark
automation were identified by PTO staff. The USTA Trademark Talk/Systems
Options paper dated May 29, 1985, identifies requirements for improved
response time and availability, implementation of a trademark assignment
system, and improved word processing techniques. A Trademark
Configuration Management Board (TCMB) was established in 1984 to review
trademark automation plans and {mplementation, {ncluding “identifying
areas where modifications or enhancements to the system will benefit the
users," and reviewing "proposed hardware/software changes." However,
based on memoranda provided to the team and interviews with PTO officials,
requirements development and analysis for improved trademark automation
has been continuing on an ad hoc basis.

There is no doubt that progress is being made in improving the operation
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of existing automated trademark systems through the TCMB and continuing
interactions among PTO officials. However, especially since major
enhancements and potential major systems changes necessary to accomplish
integration of functions are being discussed, it is recommended that time
now be taken to perform an integrated trademark automation reguirements
analysis and to document the results of that analysis. Since much work
has already been done that would contribute toward such a document, this
analysis should be able to be completed with less effort and in a shorter
period “'of time than if PTO were starting from scratch. PTO now has the
advantage of trademark examiners and officials having a good feel of what
automated searching as well as automated management and reporting can
actually do. This should make it easier to develop and document the
overall requirements for trademark automation.

Closely related to this requirements analysis, and as a part of the
subsequent evaluation of system alternatives, a formal risk 3ssessment
should be performed that addresses requirements and threats relative to
data  integrity and system availability. ATthough there has been
consideration of data integrity and system availability in the planning
and implementation of existing trademark automated systems, there has not
yet been a structured analysis of the risks associated with accidental or
intentional data loss or systems faflure, including the risks inherent in
public access to the system. This risk assessment should lead to an
identificatfon of failure modes and contingency plans for recovery from
system failures or loss of data. The assessment will provide a basis for
evaluating the cost of providing various degrees of protection against
loss of data and the cost of achieving alternative levels of system
availability.

With the results of the performance analyses of T-Search and the TRAM/PALM
system in hand, coupled with a current overall requirements.analysis, it
will then be possible to identify and analyze system alterratives for
upgrading and/or integrating systems to meet current requirements. The
results of this alternatives analysis should be completed prior to
development of specifications for any major improvements or upgrades to
current trademark automation systems.

Once the overall trademark automation requirements have been documented,
then a continuing process, perhaps involving the existing Trademark
Configuration Management Board, should be established for developing and
documenting evolving requirements for trademark automation and for
incorporating these changing requirements into the systems development and
support process on a controlled basis. This will allow system improvement
to proceed on a more orderly basis, with engineering changes or other
system modifications made and packaged in such a way as to minimize cost
and disruption of service from the automated systems.

So as to guide the requirements development and analysis process and
future improvements to trademark automation systems, it is important to
relate the effect of introducing automation to the originally stated
objectives. A specific example which should be readily amenable to
measurement of {mprovement due to automation is to develop a plan to
evaluate the improvement in quality of trademark searching using automated
methods as compared to manual methods. A statistically valid sample of
applications can be processed using both methods, with knowledgeable
individuals evaluating the results without knowing in each case whether
the result was from an automated or manual search. ldeally, this process
should be extended to measuring the improvement in quality of the overall
trademark registration process, since that ties most closely with the
stated objective. However, since it has been stated that improving search
qua‘th will result in improving the registration quality, a plan to
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measure the 1improvement in the quality of the trademark search process
should go a long way toward measuring accomplishment of this objective.

DATA QUALITY
FINDING:

0, ¥Word wmark data still has a number of errors, but a plan 1is in
place and is being carried out to correct them. However, the word
mark data s said by some examiners to be generally better than
that available to support manual searches.

0 ODesign mark data has miny errors. Initial sampling and analyses
have been performed. A plan to correct the errors is being
developed.

0 Image data to support design mark searches is not of acceptable
quality. Complete rescanning of original images may be necessary
to produce an acceptable database.

RECOMMENDATION:
0 The corrective actions already being taken should be continued.

0 A plan for continuing assurance of adequate data quality for
trademark automation should be developed and followed.

Although the T-Search system is operational and is used voluntarily by
more than half of the examining attorneys, problems with data quality
reduce its effectiveness. For a variety of reasons, traceable mostly to
the initial entry of data keyed from error-prone and -ncomplete paper
records, a number of data errors and inconsistencies exist.

The date quality problem is, to some extent, self-correcting over time.
The ‘“registration page" from the Official Gazette is one accepted
authority. TRAM is the authority for record status. For new
registrations, text to be printed in the Official Gazette is derived
directly from TRAM, from which data is extracted as input to the T-Search
system. The current errors in the T-Search textual data do not permit the
printing of this data for unqualified distribution to the public at the
present time.

A plan is in place and is being carried out to correct the word mark data.
Even with the word mark data in its present condition, the examiners who
were interviewed felt that the word mark database is generally better than
that available to support manual searches.

The design mark data has many errors. A plan to correct the errors is
being developed based on 1initial sampling and analyses. Although
technically not considered as errors, queries on design codes frequently
yield too many hits, due in part to the "over coding" of design marks,
i.e., even trivial features were assigned codes. Improvements in this
aspect of the design mark data are underway that could result in
significant performance improvement for the overall system.

The image ‘data that is used to support design mark searches is not of
acceptable quality for publication support. The team was told that
complete rescanning of original images may be necessary to produce an
acceptable database. Attention clearly needs to be given toward
determining the quality requirements for this portion of the database and
for bringing the data to that level.
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The corrective actions already being taken to improve data quality should
be - continued. A plan for continuing assurance of adequate data quality
should be developed and followed to ensure that all of the trademark
automation data is brought to and remains at an acceptable quality level.
The plan should serve as a basis for verifying that the quality of data in
the electronic files is at least as good as the quality of the data in the
files used to support manual searches.

Appendix to Trademark Automation Report
Partial List of Documents Reviewed by ICST Team

PTO Automation Master Plan, Volumes 1 and 2, 1982

Article by Glasgow, “"The U.S. Patent & Trademark Office: Progress Toward
Automation"

FY85 and FY36 PTO Budget Submissions
" USTA Trademark Talk/Options Paper, May 29, 1985
RFP for T-Search System, May 20, 1983, and amendments

SDC Proposal 83-5359 for T-Search, Multiple Volumes, August 1, 1983, and
subsequent changes, enhancements, and final modifications

MITRE Technical Specifications for the Trademark Examining Process
Life Cycle Management Handbook, March 8, 1983

ADP Life -Cycle Management System Product Guideline, March 8, 1983
Automation Master Plan Status Report, August 27, 1984

PTO Annual Report for FY84

PTO Memo to Executive Staff re Trademark Search System Monthly Status
Report, June 6, 1985

MITRE Report, “Functional Acceptance Test Plan for the Automated Text
Search System", November 1984

Report: “Technology Survey and Assessment for NASA and the PTQ",
October, 1981

Draft "Functional Acceptance Test Plan for the Automated Trademark Search
System", November 1984

TRAM 2 Post Registration User's Manual
TRAA 2 Data Base: Data Sets and Reference Guide, August 14, 1981
TRAM 2 Trademark Reporting and Honitoring System

Draft "Interim Report of Functional Acceptance Test of Automated Trademark
Search System, December 21, 1984
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ORBIT Trademark Retrieval System TMARK User Guide, June 1985

Memo Laurence to Bryant re Essential Data Elements for T-Search,
October 17, 1984

Memo Laurence to Huther and Bryant re Status of T-Search and Data Base,
October 31, 1984

Memo Laurence to Bryant re T-Search Acceptance Test,
November 20, 1984

Memo Bryant to Laurencé re Status of Trademark Search System,
November 20, 1984

Memo Bergsman to Bryant re T-Search Testing, December 10, 1984

Documents & Correspondence re Deficiencies of T-Search,
December 1984 to April 24, 1985

Memo Laurence to Maykrantz re Acceptance Test for T-Search,
January 20, 1985

PTO Automation Coordinating Committee Materials, 14 documents from
January 1982 to February 1985

Burroughs B7700 Monthly Utilization Surmary, June 1985

Minutes and Notes of the Trademark Configuration Control Board/Trademark
Configuration Management Board, Aprii 1984 - April 16; 1985

Senator MaTHIAS. Just a couple more questions. What will you
do if H.R. 2434 is enacted? That is a hypothetical question, but not
entirely an unlikely one.

Mr. Quiga. First of all, I think that without some budget author-
ity, it is very plain that all of the automation within the trademark
area of the search room would have to be shut down. At the
present time, there is no budget authority for trademarks. In fact,
contrary to the testimony of Congressman Moorhead this morning,
for the last 2 years, the operation of the paper search files has ac-
tually been paid for by user fees.

Now, if budget authority were provided, then the automation of
the trademark facilities could be upgraded.

As far as the patent side is concerned, this would be a crippling
blow, because we are just in the stage of acquiring some of the
hardware for our test efforts that will be installed in one of the ex-
amining groups. And, although we would have the moneys from
the budget authority, the appropriations, that have been going into
automation—and we anticipate that about half of that support will
be by fees, about half by budget authority—you must look at the
fact that if we were to slow down, there would be some contracts
that would have to be renegotiated; and what the renegotiation
costs would be, we simply do not know. So we do not know how
much money would be left to continue our automation of the
patent side.

Senator MaTtHias. In light of the General Accounting Office
Report, have you done any revision of the cost benefit analysis of
automation?

Mr. QuigG. I will let Mr. Huther answer that.

Mr. HuTtHER. One of the recommendations in the GAO report
was to take our experience in the last 3 years and reflect that in
an updated automation management plan—a commitment which



79

we had extended not only to the Department of Commerce, but to
the Office of Management and Budget, as well. A draft of that plan
has been developed. It does take the 1982 costs and updates them
in current dollars and extends them through 1991. The benefits of
that expenditure are also incorporated in that draft report, both
elements of which are being considered by the Secretary of Com-
merce in connection with his review of our 1987 budget request.

So that when the automation master plan is released, which we
would expect to be sometime between September and January, for
public comment, all of the updating costs and all of the revised
stated benefits that we have achieved in those and we continue to
strive to achieve will be reflected in that revised document.

Senator MaTHIAS. What does it cost to maintain the paper trade-
mark search room?

Mr. HutHER. The costs for the paper search room are estimated
at approximately $325,000 per year.

Senator MaTHIAS. In comparison, what would it cost to replace
the search room with an automated system?

Mr. HutHER. In a two-part answer to your question, the direct
comparison, the electronic system would cost approximately
$961,000 to maintain.

Senator MaTHI1AS. To maintain, or to install?

Mr. HuTHER. To install and maintain on an annual basis, compa-
rable to the paper search file. However, that figure does not in-
clude any of the offsets that would result from automation, such as
reduced printing costs and reduced staff costs in other areas.

So, while a direct comparison would tend to indicate a more ex-
pensive automated system than compared to the paper——

Senator MaTtHias. Well, the $900,000 figure must contemplate
more than 1 year of lifetime of the system.

Mr. HutHER. No; that would be the annual operating cost for all
of the necessary terminals that would be provided to the public——

Senator MaTHIAS. That would be amortizing the installation
costs.

Mr. HutHER. That is correct, and the staff that would be provid-
ed to assist the public in conducting their searches on the termi-
nals as well.

Senator MaTHIAS. You have given us a lot to think about. We
will ponder it carefully.

Staff is drawing my attention to one more question that I had
overlooked here. They relate to Joseph Newman. There is a glint of
recognition in your eye.

Mr. Quice. I have heard the name.

Senator MaTHiAs. He has been talking about what he says is a
revolutionary idea that will solve energy problems. We are advised
that the examiner just dismissed the idea as “another perpetual
motion machine, as harebrained as all that have preceded it.’

Perhaps I can submit some questions in writing with respect to
this case.

Mr. QuiGa. Fine. ’

Senator MaTHIAS. But you might just tell me now what you un-
derstand to be the nature of this problem.

Mr. Quicg. Well, I think the nature of the problem is the frus-
tration on the part of the inventor at not obtaining a patent.
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In reviewing the case, I find that there has been a fair and even-
handed treatment all the way through, not only in the Patent and
Trademark Office but also in the courts; and actually, in order to
make sure that the applicant has obtained a thorough review of his
claim, the court—and I have to point out that the applicant did
appeal from a decision by the Patent Office Board of Appeals,
which affirmed the examiner’s rejection and also added additional
reasons why the invention was not patentable. An appeal was
taken under section 145 of 35 U.S.C. to the District Court for the
District of Columbia. That court remanded it back. We had a
second examiner do a review of the case. It went back to the court
with the rejection, and there was a motion for a summary judg-
ment. The judge dismissed that and, at that time, he said there is a
sufficient question as to patentability that it should be decided at
an open trial, and he set the case for trial in February 1986, unless
the case is otherwise disposed of in the meantime.

Now, one of our problems is trying to have the applicant keep
claims which actually would give the court jurisdiction in this case, -
and we thought that a supplemental application had been filed
that would do this, but we found after checking with the attorney
for the inventor that an application which had been filed has now
been abandoned, and there is some question as to whether or not
the court actually does have jurisdiction.

Senator MATHIAS. You referred to Mr. Newman’s attorney. That
is Mr. Flannery.

Mr. Quige. Flannery, yes.

Senator MATHIAS. We have a statement from Mr. Flannery
which it might be appropriate to enter into the record at this point.
It will set forth his understanding of Mr. Newman’s case. We will
have some questions on that subject, also some questions on the
concerns that have been brought to my attention by the officers of
the Patent Office Professional Association, who claim that there
has been a violation of an arbitrator’s initial award as interpreted
by the FLRB. But I will ask you to comment on that in writing, if
you will.

Mr. Quica. Fine.

[The prepared statement of Mr. Flannery follows:]
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PRePARED STATEMENT OF JOHN FLANNERY
ON BEHALF OF INVENTOR JOSEPH W. NEWMAN

Chairman Mathias, Committee Members, Counsel Oman, and
Staff, thank you for this opportunity to address the Patent
Office's misuse of the power you've entrusted it.

The Constitution empowered Congress "to éromote the
progress of science ... by securing for limited times to ...
inventors the exclusive right to their respective ... discoveries."”
You delegated that power to the Patent Office.

But the Patent Office has compromised and misused that
derived power by its proven incompetence, its mismanagement of
documents (losing 1.75 million in 1983), the irreqularity of its
actual (as opposed to its stated) procedures, its easily suffered
conflicts of interest, and the demonstrable "bad faith" of its
legal office.

Yes, these are strong charges.

The evidence, however, is overwhelming they're true.

This past January, Joseph Newman, 48, an inventor from the
backwoods of Lucedale, Mississippi, first told me of his experi-
ences with the Patent Office and it rivals anything Dickens ever wrote.

The Patent Office assigned a proven incémpetent, Donovan
Duggan, to consider Newman's patent application. A federal district
judge in Texas found Duggan was incompetent.

The Patént Office refused to consider Newman's proofs that
his energy-saving device worked as he claimed. The principal
physicist for Sperry Univac, a former Saturn 5 engineer and
almost 30 other scientists attest that Newman's device worked.
Pormer Patent Commissioner Schuyler said the evidence was "over-
whelming™ and without contradiction that the device operated.

But the Patent Office didn't have any curiosity, the hallmark
of the scientific method, to inspect or to test Newman's device.

According to former Patent Commissioner Schuyler the
Patent Office ignored its own rules when it denied Newman's
patent application.

Also, according to former Patent Commissioner Schuyler,

a patent should have issued.
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This Congress may believe it has given an inventor -- "wronged"
as Joe was -- an avenue to protect himself from sharp administrative
practices such as those I've described or from honest mistakes.
After all Congress specifically guaranteed any "dissatisfied”
inventor his "day in court." But this body's statutory protection,
Title 35, United States Code, Section 145, has been ignored.

Newman has been fighting for his day in court for the
last two yearé.

U.S. District Judge Thomas Jackson assigned to handle
this case said in open coért that he was incompetent, technically
incompetent, to decide this case. So he appointed former Commis-—
sioner Schuyler to sort it out for him. Schuyler did just that
and said a patent should issue. But the Judge did not adopt his
findings.

Instead the District Judge asked for a second opinion.

But not from still another impartial arbiter -- from Newman's
adversqiy, the Patent Office.

NéWman protested Congfess said he was entitled to his
"day in cogrt". But Judge Jaékson wouldn't let him have it.

Pefer Rosenberg, Primary Examiner for the U.S. Patent
and Trademark Office, wrote in his treatise PATENT LAW FUNDAMEN-

TALS:
" "Such eminent jurists as Learned Hand, Jerome

Frank, Felix Frankfurter, and Henry Friendly have

on occasion been impelled to allude to the anomaly

of allowing judges untutored in science and techno-

logy to pass upon patent validity. For this reason

alone it should not come as a surprise that an un-

comfortably high proportion of litigated United

States patents are held invalid."

When the Patent Office got the matter in hand again, they
made it clear they expected Newman to exhaust his administrative
remedies again, to prove again what Schuyler said Newman had
proven, and to comply with its novel and extraordinary orders or
they intended to declare his patent abandoned. Thus did the
Patent Office direct Newman to produce his device so that they
could dismantle or destroy it; they also stated they intended to
withhold his device -- Newman's trial evidence -- until after
any trial.

The Court by its refusal to exercise the authority this

Congress gave it put Newman on the horns of a dilemma. Newman
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could either waive his right to his day in court by complying
with the Patent Office's unlawful orders. Or Newman could have

his patent abandoned and thereafter his civil action declared moot.

Newman insisted on his "day in court”. But still to no
avail.

Newman asked Acting P@tent Commissioner Quigg to meet
with him. But he refused.

Congressmen asked Acting Patent Commissioner Quigg to
meet with Newman. But Quigg still refused.

Quigg's official response has been it would be "inappro-
priaté' to comment on the competence of his personnel, the
regularityvof his Office's procedures, or the p;opriety of his
legal office knowingly submitting a false affidavit to District
Judge Jackson.

These are, Quigg says, matters in litigation.

This is dishonest and misleading. Quigg fails to tell
COngfess what he has said to the Court. He has told Judge Jackson
who is yet to "adjudicate” anything in this case that Newman
should never have the "day in court®™ this Congress guaranteed
him. Quigg hés moved to dismiss Newman's case.

What Acting Commissioner Quigg has done here is an arrogant
and abusive assertion of the powers delegated him by this Congress.
Mr. Quigg now serves at the sufferance of the President as .
"acting” Commissioner.

For reasons now manifest, we have respectfully recommended
to the President, through his Counsel Fred Fielding, that Mr.
Quigg not be nominated Commissioner until the President or his
representative has satisfactorily reviewed Mr. Quigg's conduct of
this matter and determined what, if anything, Quigg has done to
remedy this injustice.

We respectfully request that this Committee similarly
scrutinize the matter.

On behalf of my client, Joseph Newman, who is in Mississippi
at work developing a commercial prototype, despite the roadblock
the Patent Office has thrust kn his path, we are grateful for
this opportunity to shed some light on the dark practicé§~o£ the

Patent Office.
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Senator MaTHIAS. As you heard me say to Representative Moor-
head, I am concerned by the $130 billion trade deficit. I am hopeful
that we will attain our objective of leading the world in technology
and innovation, but I am discouraged that the Patent Office, of all
places, has to go to Japan for computers.

Mr. Quica. I guess you are no more discouraged than I am, Mr.
Chairman. In fact, having come from private industry, it bothers
me somewhat. However, our procurement is carried on under some
rather strict guidelines. Those guidelines require that we look at
not only the technology of the proposal, but also the cost. And up
to the present time, the Japanese have been underbidding anything
that the U.S. suppliers have been able to offer.

Now, I think as far as the PTO is concerned, our hands are tied.
We are operating under some guidelines that we simply cannot
change. If it is a sufficient concern to Congress, then I think that
maybe the guidelines have to be looked at.

Senator MaTHias. What is the effect of the exchange rates be-
tween the dollar and the yen?

Mr. HuTtHER. I would suspect that is playing a considerable part
in the pricing that we have been receiving from the Japanese com- .
petitors. Many of the pieces of the architecture that we are install-
ing in the Patent and Trademark Office are highly sophisticated,
state-of-the-art pieces of hardware. The Japanese have a consider-
able benefit now on very low interest rates to finance the initial
development costs of that equipment, just as a normal capital ac-
quisition process, and more importantly, since most -of the compo-
nents that we are installing are being handled under lease ar-
rangements, likewise the interest rates that exist in Japan are con-
siderably lower than those that prevail in the United States and
are giving them at least one edge up on some of their American
competitors.

However, I would like to underscore one point. Not all compo-
nents of the automated patent system will be Japanese. That is
clear. In the trademark area, not one piece of Japanese equipment
was installed to support the automated trademark system, nor has
there been one piece of Japanese equipment to support all of the
management systems which were in operation in the Patent and
Trademark Office for the last almost 10 years.

So the problem, while it is apparent on the mainframes that
have already been selected and installed, is not pervasive in the
rest of our selection process, despite the very rigorous procurement
regulations that Mr. Quigg has described.

Senator MaTtHias. Well, I think this is illustrative of a much
broader national problem that we face, but it is one that is particu-
larly discouraging in, of all places, the Patent Office.

Mr. QuicG. I agree with that.

Senator MaTHIAS. Is there any analogy that you can think of to
the fee that is proposed for access to the trademark search rooms—
anywhere in American society? We let people walk into the Li-
brary of Congress and look at the index and the books. In every
courthouse in America, you can walk in and look at the index of
land records, and then you can go to the deed books. In any pro-
bate court in America, you can go and look at the index of the
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States, and then you can go and look at the wills or the administra-
tor’s account.

There may be an analogy, but I wonder, will this be the first
time in American history that we charge the public for access to
public records? Can you think of any other analogy?

Mr. HuTtHER. Mr. Chairman, we can think of no direct analogy
for public access to Federal records. However, the policy which the
Patent and Trademark Office is advocating, quite candidly, is one
which is supported by the administration in other areas. We be-
lieve that we happen to be testing the issue early in comparison
with others. However, I would remind myself that in terms of an
analogy, the trademark users have in fact been paying for the pub-
lic’s access to the trademark records since October 1, 1982, not in a
direct charge to walk in and physically conduct the search, as we
would propose to do with the automated system, but nevertheless,
a charge for users who are paying for the search room and, as I
said, have been for almost 3 years now.

That is the only analogy that we have identified.

Senator MaTHIAS. It seems to me there is a big difference—if you
go into a county clerk’s office and you pick up a deed and you say,
“T'd like a copy,”’ clearly, it is appropriate to pay for the copy.
Maybe not for reading the original record, but for the copy. I think
you can stretch that to cover the fee that the FBI wants to charge
you now for identifying a fingerprint, because that requires some
professional service and expertise. That is not simply going and
looking at a record, it is a little bit different. But the fact that nei-
ther of us can think of any analogy, I think, requires some second
thought as to what its broad effect on American society can be as a
precedent.

Mr. Quice. I guess I would have to say that the Bureau of
Budget Memorandum A-25, which I referred to before as having
been issued in September of 1959, is a primary reason for the ap-
proach that we are taking. That document has existed through sev-
eral administrations of both parties, and it is simply in line with
the thinking of the present administration.

Senator MaTHiAs. Well, Mr. Quigg, I would have to say it would
not be the first time I have disagreed with the Bureau of the
Budget.

Thank you very much for your testimony.

Mr. QuiGG. Thank you.

[Material submitted for the record follows:]
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PTO RespoNsES ‘
10 ADDITIONAL QUESTIONS OF SENATOR MATHIAS

It has been stated that it will cost the Government $700
million to automate the Patent and Trademark Office.
Further, it has been stated that the cost of ‘the trade-
mark portion of the automation effort was initially
estimated to be $6.5 million, which then rose to $15
million, and that now it is estimated to be approximately
$40 million. Are these accurate reflections of the cost
for automating the Office?

The original Automation Master Plan, that was submitted
to the Congress on December 12, 1982, provided a “high
cost™ or worst case estimate of all new systems costs

of about $700 million (See Table V, page 8-8 of Volume II
of the Automation Master Plan that shows automation
total costs of $810.9 million less current systems

and staff costs of $107.6 million equals $703.3
million). That estimate included the full life cycle
costs of implementing, operating, and maintaining the
patent, trademark, and data base initiatives through the
year 2002. Now that we are nearly three yeara into the
implementation of the plan, we have actual bid prices,
which show that, in constant dollars, we are only 8%
above the original 1982 estimates for the 1983-1991

time frame.

We are not sure of the basis for the cited $6.5 million,
$15 million, and $40 million trademark automation cost
estimates. The total costs for trademark automation for
the nine-year period from FY 1983 through FY 1991 will
range from a low of $31.7 million if no enhancements are
made, to a maximum of $38.3 million if revisions to the
current system are implemented.

The $6.5 million citation appears to have been
taken from a July 14, 1983, letter to the Chairman
of the Public Advisory Committee for Trademark
Affairs (See table on page 12 of the letter - copy
attached) which identified two years of planned
trademark automation costs (FY 1983 and PY 1984).

The $15 million citation for trademark automation
may have been taken from a table furnished during

a budget briefing given to the Public Advisory
Committee for Trademark Affairs in October 1984
(copy attached). This table shows total planned
trademark automation expenditures of $15.048
million (now estimated to be $15.268 million) for
three years (FY 1983, FY 1984, and FY 1985) -- com-
pared to the three-year budget for trademark
automation supported by trademark fees of $12.104
million. Most of the $3 million, or the 248% variance,
arose from higher up-front contract costs; however,
these higher up-front costs are compensated by lower

future year costs. Accordingly, total trademark systems

costs are very close to the estimated costs in the
original Automation Master Plan.

° We do not know the origin of the $40 million citation.
It may be the FY 1986 automation budget estimate of
$41.154 million, but that figure covers trademark
plus patent, data base, and ADP support systems.
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Q. In addition, could you please provide the following cost
estimates for each of the automated gystems (e.g. TRAM,
T-Search, etc.):

a. Developmental/design costs (in-house and outside
contracts)

b. The cost of acquiring hardware, software and the
data base

c. Maintenance costs

A. FPY 1983-85 cost estimates for each of the trademark
systems are:

Trademark Automation Costs

$ in 000's
Developmental/ Hardware/Software Maintenance
Design Costs & Base Costs Costs
TRAM 2,281 1,764 3,104
T-Search 801 3,759 3,285
T-Car - 274 -
Total $3,082 $5,797 $6,389

As stated, the total costs for trademark automation for
the period from PY 1983 to FY 1991 will range from a
low of $31.7 million to a maximum of $38.3 million.

TABLE V

Cost Estimatas By Major Categories - (High Cost Basis)
(In Millions, 1982 Dollars)

Not— Systems
Wk Text/ Data Kanage- Wxk/ Enginser Qurrent
Station/  Image Base ment Process  Technical Systea/ :
n Services  Capture Processing  Service  Control Support — Staff Total
a3 1.5 .. .5 1.7 7 2.0 7.2 14.0
84 1.0 1.3 1.6 11 .4 1.9 7.8 4.8
85 3.0 2.6 3.5 6.0 L4 2.0 2.0 2.5
86 12.2 7.6 7.0 6.4 1.6 2.0 6.5 4.3
87 214 ° 7.7 9.7 [X ] 1.6 2.0 | 5.9 55.1
-] 30.8 1.0 12.9 7.2 1.7 1.5 4.9 €0.0
a9 2.0 1.0 13.0 R X 2.1 - R} 60.6
%0 33.3 1.1 13.3 8.1 2.5 - 49 6.2
9l .6 1.1 13.6 8.6 3.0 - 4.9 65.8
92 2.7 1.0 - 1.7 - 8.6 2.8 - 4.9, 58.7
93 4.8 .9 9.8 8.6 2.6 - 4.9 51.6
94 2.0 3 7.9 8.6 2.4 - 4.9 4“.s
95 15.2 K 6.0 8.6 2.2 - 4.9 37.4
96 10.4 .3 a1 8.6 1.9 - 4.9 30.2
97 10.4 ] 41 8.6 1.9 - 4.9 2.2
-] 10.4 ] 4.1 8.6 1.9 - 4.9 30.2
] 10.4 K] 41 8.6 1.9 - 4“9 2.2
00 10.4 ° 3 (8} 8.6 1.9 - 4.9 30.2
[} 10.4 .3 1 8.6 1.9 - 4.9 2.2
(1]

10.4 <3 4.1 8.6 1.9 - 4.9 30.2
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Patent and Trademark Office

ASSISTANT SECRETARY AND COMMISSIONER
OF PATENTS AND £o
Washington, D.C. 20231

f ’ UNITED STATES DEPARTMENT OF COMMERCE
&

JUL 14 1983

John T. Lanahan, Esquire

Chairman, Public Advisory Committee
for Trademark Affajirs

c/o UOP, Inc.

. Ten UOP Plaza

Algonquin & Mt. Prospect Roads

Des Plaines, IL 60016

Dear John:

" This letter responds to the issues and concerns which you
expressed in your letter of May 24, 1983.

I believe everyone connected with the Qebate on P.L. 87-247
recognizes that the USTA and the Public Advisory Committee Aid
not agree with the Administration's position that there should
be no appropriations for trademark operations for the three-year
" period of fiscal years 1983 through 1985. Nevertheless, the fee
schedule recommended by the House Committee in its Report No.
97~-542 was clearly based on that premise; that is, to provide
sufficient funding to the PTO for trademark operations during
fiscal years 1983 through 1985 without the need for any
appropriations. Given the Administration’s agreement to adopt
tEut ;ee schedule -- which we have now done -- it was my under-
standing that the USTA dropped its opposition to the bill that
became P.L. 97-247. So that Chairman Mathias is aware of the
positior of the Public Advisory Committee, however, I am
forwarding to him a copy of your letter and my response.

Let me now address how the automation of the PTO is to be
funded.

The first stage of our Automation Master Plan is intended to
demonstrate the feasibility of a fully automated operation. My
testimony pointed out that it made more sense to lease rather
than buy the various components during the critically important
1983-84 test-bed phase. Among the factors that will influence
the ultimate decision to buy or lease are projected systems
life, expected improvements in price and performance and the
modular compatibility our system will require.

While we have not made any major capital investments in the
development of the automated trademark system, appropriated
funds have been used principally in the following two ways:

(1) The TRAM 2 application tracking and control system was
developed and is being maintained entirely by the
PTO's automation staff at an estimated cost of $1,100,000
from funds appropriated during FY 1982 and FY 1983.

(2) The $933,000 available from the FY 1982 budget has
been used or targeted to pay for a portion of the site
renovation costs to house the new Burroughs mainframe;
to operate a wide range of peripherals; to procure
maintenance terminals, scanners and related supplies
and services used in capturing the trademark data
base; and for a variety of contractor support services.

As you can see, many of the developmental costs are being funded-
by appropriated budget authority. FPurthermore, actual and
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planned obligations for automation activities are in line with
the Automation Master Plan and our FY 1983 and FY 1984 budgets.
Of the $28,800,000 in total planned obligations for those years,
$14,700,000 represent base system costs which would be incurred
even if there were no improvements to the system. The trademark
share of the $28,800,000 is distributed as follows:

1983 1984 Total
New initiatives $ 933,000 $ 580,000 $1,513,000
Base system costs 2,370,000 2,563,000 4,933,000
d FY 1983 revenues -- not the same monies mentioned in
the subparagraph (2) above which were appropriated in

FY 1982.

The $580,000 in PY 1984 is the amount in the trademark budget
for the final developmental phase of the trademark automation
project. The $6,446,000 represent the Office of Automation's
expenses, of which the base system costs are reflected in the
Executive Direction and Administration portion of the PTO
budget, to be funded by user fees in 1983 and 1984 for develop-
ing, operating and maintaining the trademark system. Thus, we
intend to have the trademark operation fully automated before
the end of FY 1984, having developed the base system with a
reasonable sharing of the costs by the public and the direct
users of the system.

I am at a loss to explain the misunderstanding on the financing
for the trademark search room. At the time of the January 12,
1982, Advisory Committee meeting, Brad Huther and I knew and I
hope candidly and accurately reported that the Administration
d4id not intend to seek appropriations for the trademark Bide of
the Office for fiscal years 1983, 1984 and 1985. The fees that
1 discussed the preceding November at the American Patent Law
Association were based on that policy decision. I can only
speculate that my remarks, which covered the overall financing
of the PTO, somehow confused the public patent search room
(wvhich plays no role in our processing of patent applications)
with the trademark search room (which of course is indispensable
to our processing of trademark applications). The detailed
presentations of the specific budget line items should have left
no doubt that the Administration was intending that the trade-
mark operations be self-supporting for the three-year period,
1983-1985.

We are committed to working closely with the Public Advisory
Committee on trademark fees and their use in managing the
trademark operation. Discussions of budgetary matters and
financial oversight can be a permanent agenda item at your
Advisory Committee meetings. I also would be pleased to send a
copy to you directly of the quarterly financial and statistical
information regarding budget execution that I now provide to the
President of USTA. Finally, we will respond to any specific
questions you or the Public Advisory Committee may have. I
believe that these formal mechanisms will be preferable to the
establishment of the informal subcommittee that you propose.

We continue to value the help we get from you and the other
dedicated members of the Public Advisory Commjittee and look
forward to working with you closely in the years ahead. 1 hope
you will agree that we are turning things around in our trade-
mark operations and that we are bringing about the improvements
on which ‘the new user fees were premised.

Sincerely,

AsBistant Secretary and Commissioner
of Patents and Trademarks
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Jor UOP Paza— uin & Mi_Prospect Roads
Des Pames Bnoes 50016 - Telephone 312-391-2000
Telex 253-285/253-174 - TWX 910-233-3501

May 24, 1983

The Honorable Gerald J. Mossinghoff
Acting Deputy Secretary of Commerce
U.S. Department of Commerce

14th and Constitutional Avenue, N.W.
Washington, DC 20230 :

RE: Senate Judiciary Hearinas on
the Patent and Trademark Office

Dear Jerrf:

As I mentioned in our telephone conversation of May 3, 1 was quite
concerned after reading the transcript of the April 7 Senate Judiciary
hearings on the PT0, and we, of course, discussed this on May 8 after dinner.
As 1 indicated, 1 felt the testimony implied the Public Advisory Committee's
approval of the present fee schedule with the understanding there would be no
appropriations for three years.

The actual schedule of fees that the Advisory Committee approved and
stood behind was based on the proposition that there would be a small
appropriation ($4 mil1ion). What actually happened was that we were given
the option to accept the PTO's proposed fee schedule, or to present 2 new
schedule that would not significantly affect the bottom 1ine. When {1t became
totally clear to the Committee that there would not be an appropriation for
FY 1983, it submitted a realignment of these fees, not on the basis that it
approved these fees, but on the propositfon that 1t was imperative to bring
down the filing fee ($200 to $175) as much as possible, since this was a very
critical element in the Public Advisory Committee's opinion, because it would
affect the future use of the Trademark Office by the public. This proposition
fs reflected in the House Report on Public Law $7-247 on page 3, where it
states:

*The [House) Committee is aware of the concerns
of users of the Trademark registration system ...
and intends to exercise vigorous oversight with
respect to the Commissioner to ensure that fees
remain at a reasonable level ...."

We appreciate that the PTO budgets are set up for three year periods,
and the schedule of fees was structured to meet current operational expen-
ditures for this period. It recognized that there would be no appropriations
for FY 1983, and that the fncoming funds would be used for processing the
backlog during FY 1983. However, it was the Committee's understanding that
each year a new budget {s submitted for which there 1s a projectfon for an
additional two years, and each year the PTO seeks appropriations for its
operations, meaning that there would be future opportunities for appropriation
of funds to cover expenses that clearly should not be the responsibility of
the current users.

I am stressing the above points to make it absolutely clear that the
Pub¥ic Advisory Committee has never “"approved” of any 100% recovery, and
certainly not to the extent suggested by the testimony reported in the tran-
script at the hearings of April 7. The law as amended left the door clearly
open for future appropriations, including FY 1984-85 and beyond. This was
made possible when the reference to "100% recovery” was deleted.

There is substantial documentary evidence that clearly shows that
the Publfc Advisory Committee and I feel very strongly about the necessity of
appropriations being made fn respect to certain portions of the operation of
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the Trademark Office, and in particular, that there should be funds to handle
the backlog, meet the cost of the computerization program, and to share the
cost of operating the public search room, as well as the TTAB. Many of these
points were rafised in the testimony that I gave in behalf of the Advisory
Committee at the Senate Hearings before Senator Weicker in April of last year.
For your convenience, a copy of that testimony fs attached.

It was our dbelief that you were in agreement with us on many of these
points, and in support of this position, 1 want to direct your attention to
pages 20-24 of the Official Minutes of the Public Advisory Committee meeting
of January 12, 1982, which you attended (copy attached), and our letter to
Senator Thurmond of May 4, 1982, where we again reemphasized the importance
of an appropriation for trademarks.

Incidentally, in the initial draft of the above-mentioned minutes of
the January 12, 1982 meeting, which was taken from a taping of the proceedings,
it 1s clearly pointed out on page 49, and particularly on page 62 (copfes
attached), that you did not consider the “search room" related to the
“processing of an application." Therefore, its costs should not be consideres
recoverable under the 100% provision in the original law. At that point,
Assistant Commissioner Huther likewise stated:

"... that it was the Office's interpretation of
the legislative history of the law that those
things not directly related to trademark processing
are simply not to be considered recoverable.
Capital expenses and some salarfes, such as the
Commissioners', are also not recoverable for efther
patents or trademarks.” .

The elimination of the 100% recovery by Public Law 97-247 now places
the level of cost recovery for trademarks fully within the discretion of the
Commissioner. Therefore, it 1s in his power to seek appropriations for those
areas which were ear'lier recognized as not the responsibflity of the current
user.

On_another issue, relating to the computerization program, it
seemed clear that 1t was Congress' intent to appropriate funds for the
computerization of the PTO, once cost was determined. At no point in time
were there any presentations in the earlier summaries or reports that there
would be no capital expenditures for cotrputerization of the trademark side of
the Office, and that the Trademark Office's computerization would be paid for
solely by 1ts users under the proposition that all software, harmare. ete.,
would be.leased rather than purchased.

1t s difficult to concefve that a1l expenditures made 1n connection
with this computerization program can be cTassified as leasing charges,
particularly the cost of developing the necessary software, and the necessary
special training of personnel. It is the Conmittee's opinion, based on the
minutes of 1ts February 4, 1983 meeting, that single, one-time charges for
software and other related charges should be treated as capital expenditures,
and adequate appropriations be requested to meet these additional costs.

We are aware that the Trademark Operations ran a deficit of about
$900,000 in the first quarter of FY 1983, that it was stil) running a deficit
at the end of the second quarter, and although projectfons suggest they may
break even for FY 1983, a great deal will depend on the assessment that the
PTO will place on the Trademark Operations for the computerization program.
The current deficits are traceable to the substantial current charges (over
$1.67 million for the first half of FY 1983) for computerization, which 1
assume is partly attributable to the leasing costs, and the failure to draw
the $933,000 that was not used in FY 1982, and was sti1] available for the
Trademark Office's use.

There is a question of how much of a charge will be made for
computerization during the year 1984, considering what is occurring during
the current fiscal year. The reference in the FY 1984 budget that there would
only be $600,000 charged to trademarks raises some questions, since it was
earlier reported that there would be a total charge of between $6 million and
$7 million (out of the $28.2 mi11ion) for the automating of the Trademark
Office, which is supposed to occur before the end of 1984. Assuming that there
are going to be some one-time expenses involved, why shouldn't there be an
appropriation to cover this cost?
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We are aware that last month TRAM 2 finally came into being, but
some serfous questions have been raised about whether the Office will truly
be fully computerized by the end of 1984 under the present program. We are
also aware that steps are being taken to computerize the search room in the
sense that all records will be entered into the computer by the end of 1984,
and that the PTO is currently requesting bids (RFP's) from partfes who provide
hardware and software plus personnel support to maintain equipment for a
system that will search trademark words stored and retrieve trademark designs,
and also provide hardware and software to integrate both of the above systems.

The Committee believes there needs to be a clarification as to what
extent the Office will be computerized by the end of 1984, and that it be
advised as to what expenditures are anticipated for it to reach the ultimate
goa1 referred to in the three volume report distributed earlier this year.

1 believe there 1s 3 possible misunderstanding of the Public Advisory
Committee's position, but the Committee feels it is critical that ft be under-
stood by the Senate Subcommittee that at no time did 1t agree to or accept the
proposition that there would never be an appropriation for the trademark
operation. As Chairman of the Public Advisory Committee, ] am requesting you
to clarify this with the Senate Subcommittee. Although this might be
accomplished at the next Senate Subcommittee Hearing scheduled for June 15,
1983, it might be more convenient to provide a copy of this letter to the
Senate Subcommittee or to Senator Mathfas, since he is the Chafrman, or at
least to the Senate Subcommittee's Chief Counsel, Ralph Oman.

As a further point, T would also 1ike to suggest that you consider the
proposal, or recommend to your successor, of having a three member subcommittee
made up of members of the Public Advisory Committee to serve as a 1faison with
your budget people so that there is a better understanding of how the trademark
funds that are being generated by these new fees are being used.

As you are aware, Secretary Baldrige, in an earlier letter to me,
fully agreed that the budgetary process of the Trademark Office should be
opened to the Public Advisory Committee, and we believe that such an oversight
committee would tend to avoid and prevent any future misunderstandings, It is
felt that with your cooperation, we have developed a strong working relationship
with the Office, and we are anxfous to maintain these 1ines of communicatfon.

In your new position, the PTO budget will undoubtedly come under your
scrutiny, and 1 am sure from your past knowledge of the situation you will agree
that in a1l fafrness to the current users, both debts of the past and future
modernization costs should not be 100% the responsibility of the new users of
the system. This is clearly not what Congress had in mind in Public Law 96-517
when they limited the 100% recovery to trademark processing, nor in Public
Law 97-247 when they removed the 100% recovery and gave the Commissioner the
discretfon to set the fees, but cautioned him in their House Report that they
intend "to exercise vigorous oversight ... to insure that fees remain at a
reasonable level ...."

In behalf of our Committee, 1 want to thank you for your considerable
interest and participation in its activities during these past two years you
have served as Commissioner. We offer our congratulations on your new appoint-
ment, ard wish you every success in the future.

Best personal regards,

74 -
./ Al
ohn T. Lanahan, Chairman
U.S. Commerce Department’s Public
Advisory Committee for Trademark Affairs

JTL/jg

Enclosures

cc: Members U.S. Commerce Department
Public Advisory Committee for
Trademark Affairs



Financial Overview of
Trademark Automation ($000°'s)

Add'l PTO Total Expenditures

Fiscal Appro-~ Repro- Resources on Trademark
Year Trademark Fees priations Sub-Total gramming Provided Automation
Direct Indirect
(25.2%)

1982
Avail. 933 933
EXxp. - - - - -
Bal. 933 933
1983
Avail, 933 2,370 933 4,236
Exp. =517 -2,183 -933 -3,633 403 4,036
Bal. 416 187 0 603
1984
Avail. 416 187 603

580 2,547 3,127

996 2,734 3,730
Exp. -996 -2,596 -3,592 1,161 481 5,234 est.
Bal. 0 138 138
1985
Avail. 136 136

305 4,058 4,363

305 4,194 4,499
Exp. -305 -4,194 =4,499 -~ 1,279 5,778 est.
Bal. 0 0
Total h
Exp.

1,818 8,975 933 11,724 1,161 2,163 15,048

€6
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In your testimony before the subcommittee you indicate
that the yearly cost of maintaining the existing files
is about $325,000 per year, and that the yearly cost to
maintain the new electronic system once it is installed
is $961,000. Does this accurately reflect the cost;
will it cost more on a yearly basis to maintain the new
automated system than the old paper search files, and,
if so, why?

The cited costs for the Trademark Search Library are
correct. The $961,000 covers both the cost of main-
taining the paper search file and the cost of making the
automated search system available to the public. Of
this amount, approximately $325,000 is necessary to keep
the paper file including staff and spacde. The rest, to
make the automated system available, is composed basi-
cally of three major cost components:

(1) approximately $80,000 to cover the costs of three
higher-grade employees who will assist the public
in performing on-line searching;

(2) approximately $190,000 to cover the costs of pro-
viding electronic contractor services (terminals,
computers, etc.) rather than lower cost contractor
services for filing of paper references; and

(3) approximately $370,000 of indirect costs that were
separated from the cost base of the paper search
file but, because the costs of the electronic
search facility would be paid for by user fees,
those indirect costs were included in the cost base
for the electronic system in accordance with OMB
Circular A-25 cost recovery quidelines.

Regardless of which computational method is used, the
annual costs of providing an electronic search facility
exceed that of maintaining the existing search file.
However, significant benefits will accrue to the users
of the new automated system. For example, the new
system will provide:

° a more complete, more reliable, and higher quality’
searching database;

better search tools to retrieve relevant documents;

° faster, higher resolution prints of search references;
and

° the future possibility of remote searching
throughout the PTO's Patent Depository Library net-
work rather than the single search file that exists
only in the Washington area.

In 1982 PTO estimated that there would be $77 million in
savings over 20 years as a result of automating trade-
marks. Where are the savings from automation going to
come from if automation costs more to maintain on a
yearly basis than the paper search files?

The PTO continues to believe that savings will be
achieved in the following areas:

° printing -- there will be savings from the ter-
mination of the trademark data base printing contract

° clerical support -- many routine manual tasks can
be automated:;

° space -~ this assumes eventual elimination of space
primarily for storage of hundreds of thousands of
pending, registered, and abandoned files; and
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efficiency -- using electronic storage and data
transfer, we will eventually save time and re-
sources in moving and processing applications
throughtout the Office and in providing copies of
registrations and trademark application papers,
for example.

While the GAO report pointed ocut that the Assistant
Commissioner for Trademarks disagreed with the assump-
tions which were relied upon in estimating the $77
million in savings over the next 20 years (thereby indi-
cating less potential savings), the Assistant
Commissioner for Trademarks does agree that there will
be cost savings. 1In response to the GAO report and the
DOC review, we are conducting a new cost-benefit
analysis. This analysis will be included in the

revised Automation Master Plan.

I understand that PTO's PY 86 budget submission does not
include funding for maintaining the paper search room.

It that true? If the restrictions on user fees in

H.R. 2434 are enacted would you provide funding for main-
taining the paper search room, and, if so, at what

level?

Does the PTO's failure to request funds for the paper

search room conflict with its statements that no deci-
sion about dismantling the paper system would be made

without a public hearing?

Yes, it is true that the PTO's 1986 budget request (page
PTO-41) does not include funding for maintaining the
trademark paper search file. It proposes an initiative
to establish a new Automated Trademark Public Search
Room.

While there may be an appearance of a conflict between
the 1986 budget request and the policy of maintaining
the paper search room in 1986, it must be remembered
that the 1986 budget request was actually formulated in
the spring of 1984. At that time the PTO assumed that
the Automated Trademark Public Search Room would be
operational by FY 1986. Pollowing the submission of the
1986 budget, we determined that the Automated Trademark
Public Search Room would not become operational as early
as expected. The United States Trademark Association,
the National Coordinating Committee, the American
Intellectual Property Law Association, and the
Intellectual Property Owners, Inc., were informed
repeatedly that the paper system will not be dismantled
until the PTO and its users are satisfied that the
automated search system is at least as good as the
existing search file and not before a public hearing is
held.

If the restrictions on user fees in H.R. 2434 are
enacted, the PTO will seek Congressional approval to
reprogram patent appropriations to operate and fund the
trademark paper file search room in 1986 at essentially
the current level. The Administration does not plan to
submit a budget amendment for fiscal year 1986 to fund
the paper trademark search room in view of the need to
reduce the Pederal budget.



Changes for Fiscal Year 1986

1986
Revised Base 1986 Estimate Inc. (+) or Dec., (-)
Perm. Perm. Perm.
Pos, Amount Pos. Amount Pos. Amount
CUBLOMET BETVICEB...cvrvenccnaseracssasacee (1] 59.987 121 $10,626 +6 +56319
(123) ©(125) (+2)

Customer Services

The PTO requests an increase of 11 positions and $961,000 to create a new Automated Trademark Public Search Room to be
offset by a reduction of 5 positions and $322,000 to eliminate the trademark paper file search room. The net increase is
6 positions and $639,000. The Automated Trademark Public Search Room will be totally supported by special user fees.

Constant use of deterlorating paper files has resulted in poor integrity and declining services to the public. The
requested increase will enable the PTO to replace the trademark paper files by establishing sn sutomated trademark search
center. The request includes funde to (1) assure security of the electronic files, (2) monitor the condition of the
files, (3) amaist public users in automated searching, and (4) monitor the use (including automated billing) of the
search eystem.

Automated files will allow the Office to maintain 100X file integrity. The public will be able to access an accurate
dats base simultaneously through automated terminals resulting in more comprehensive searches in a shorter time period.
Under the current systemw, access to paper files is limited to one person per file, causing delaye in searching. The
searcher also has the option of printing a copy faater and at higher resolution directly from the automated terminals
instead of waiting to gain access to a copying machine.

The position and object clsss detail for the change follows:

GS Grade Number Annual Salary

SuperviBory clerk.....coecvevesnsnacsansane 9 +1 +$ 21,B04
Search advisor.. .o 7 +2 +35,648
File supervisor. SR 6 +1 +16,040
Data technician. cveas 5 +4 +57,560
File clerk..... . 5 +2 +28,780
Clerk typint.... . 3 _* +11,458

Subtotal.... . +11 +171,290
Flle BUPerviBOT....vvvveerencnccteconccanns 6 -1 -19,250
ClerK.uuuneesiaunuesennussesssnnssassanaaes 5 . -2 -32,620
Clerk.ueeeoessns 4 =2 -28,298

SubtotAl..iecvncscccercaconcocnsans -5 - -80,168

PTO-4
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There is a fairly wide-spread sentiment in the private
sector that throughout the decision making process on
trademark automation, the flow of information from the
PTO to the public has been inadequate, and that as a
result users have not been able to contribute their
ideas at a time when they would be valuable. How are
you coordinating with the user community to ensure that
the automation system meets their needs, particularly
since the user community would, under your plan, pay for

the trademark automation?

How are you coordinating with

the patent users to ensure that the automation meets
their needs?

The following is a chronology of some of our efforts to
keep the trademark community informed on the status of
the trademark automation over the past four years:

4/81

7/81

11/81

1/82

5/82

lo/82

12/82

1/83

1/83

2/83

2/83

5/83

5/83

Plans outlined for Public Advisory Committee
for Trademark Affairs

Public Hearing on long-range Automation Master
Plan mandated by section 9, Public Law 96-517

Over 700 copies of draft Automation Master
Plan distributed to industry and bar groups,
including United States Trademark Association,
Section of Patent, Trademark and Copyright Law
of the American Bar Association, Intellectual
Property Owners, Inc., National Council of
Patent Law Associations, Public Advisory
Committee for Trademark Affairs

Commissioner Mossinghoff briefed the Public
Advisory Committee for Trademark Affairs and
U.S. Chamber of Commerce and solicited their
comments on the first draft of the Automation
Master Plan

PTO cosponsors with the Bureau of Rational
Affairs a seminar on and demonstration of
some elements of automated searching

PTO staff gave reports to the American Patent
Law Association including the Committee on
Trademark and Tradename on the final draft

of the Automation Master Plan

Automation Magster Plan submitted to Congress
and to major patent and trademark bar :
organizations

PTO publicly announces signing of exchange
agreement with Compu-Mark to build retrospec-
tive trademark data base

Briefing given to Trademark Public Advisory
Committee for Trademark Affairs

Automation status report provided to National
Council of Patent Law Associations

Briefing given to Public Advisory Committee
for Trademark Affairs

Guidelines for entering into exchange
agreements were published in Pederal Register

PTO provides in-depth briefing at annual
United States Trademark Association meeting,
explaining the “comparable and equivalent®
gsearch restriction contained in Compu-Mark
exchange agreement and announces signing of
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exchange agreements with Thomson and Thomson,
Inc., and TCR Services, Inc.

8/83 -- Asgistant Commissioner for Trademarks provides
a 17-page response to 28 questions posed by
American Patent Law Association regarding trade-
mark automation

9/83 ~-- Working relationship established with National
Coordinating Committee (NCC) for trademark
automation

10/83 ~-- American Patent Law Association committees up-
dated on status of project

10/83 -- Commissioner Mossinghoff provides written
responses to questions posed by the Chairman
of the National Coordinating Committee

10/83 =-- Briefing for Public Advisory Committee for
Trademark Affairs

10/83 -- Trademark Automation discussed with National
Coordinating Committee :

11/83 -- Briefing given to Public Advisory Committee for
Trademark Affairs

11/83 -- Meeting with National Coordinating Committee
11/83 -- Meeting with Intellectual Property Owners, Inc.

12/83 -- In-depth briefing for National Coordinating
Committee regarding contract award to Systems
Development Corporation

1/84 -- Cleveland and Maryland Patent Law Associations
briefed on trademark automation

1/84 -- Meeting with National Coordinating Committee

2/84 -~ Commisgioner writes to President, United
States Trademark Association, regarding data
base exchange agreements

3/84 -- PTO provides automation schedule to Chairman,
National Coordinating Committee

3/84 -- United States Trademark Association distributes
to its membership the Commissioner' February 1984
letter to President, United States Trademark
Association explaining trademark automation
strategy and implementation

3/84 -- Meeting with National Coordinating Committee
representatives to solicit their suggestions
for renegotiation of exchange agreements, in-
cluding the possibility of a separate user
fee to eliminate the “"comparable and equi-
valent" restriction

5/84 -- Briefing for attendees of PTO Annual Patent
Depository Library Conference

8/84 -- PTO publishes proposal on user fees for public
access to the automated trademark search
system

9/84 -- PTO holds public hearing on the proposal on
user fees for the automated trademark search
system

10/84 -- PTO provides in-depth financial overview of
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trademark automation project to Public
Advisory Committee for Trademark Affairs

10/84 -- Briefing given to Public Advisory Committee
for Trademark Affairs

2/85 -- PTO provides in-depth briefing to National
Coordinating Committee on exchange agreement
buyout options

4/85 -- Acting Commissioner briefs United States
Trademark Association representatives on three
options for enhancing trademark automated
systems

5/85 -- Briefing and demonstration of T-Search and
enhancements option given to an ad hoc group
of experienced trademark practitioners

There are two basic requirements for trademark automa-
tion, i.e., to service the needs of trademark examiners
and to service different needs of the trademark bar.
During the first three years of the program, we informed
the bar of what we were doing, -- primarily examiner ori-
ented. Needs of the bar were anticipated predominately
to track needs of the examiner. At the annual USTA
meeting in April, I told two representative groups that
we would no longer tell them what we think their needs
may be. To the extent possible, we will suggest to them
a range of options, we will evaluate their requests from
a compatability standpoint, and will strive to implement
‘their choice to the extent they are financially
feasible.

The PTO has conducted numerous meetings with and briefing
for patent groups. A letter from the Chairman of a pri-
vate sector Advisory Committee to United States Patent
and Trademark Office on Patent Automation commenting on
our relations is attached.

Thus, the PTO believes it has made comprehensive and
genuine attempts to obtain bar input and keep interested
parties informed of its plans, policies, and objectives
in automating both its patent and trademark operations.
We intend to continue to make every effort to ensure that
the information about our automation effort reaches all
interested groups and to take full account of their
views and needs. Among other new initiatives in this
regard, we tentatively expect to re-establish the Patent
and Trademark Office Advisory Committee with broad-based
membership to obtain the widest possible input to our
automation efforts.

Hon. D.J. Quigg May B8, 1985.

The Committee wishes to express its appreciation for the
communication and liaison which has been established by
the PTO with the Comnittee. The PTO officials have met
with the Committee several times over the past two years.
At these meetings, presentations and demonstrations were
made by the PTO, and advisory reports and recomnendations
were made by the Advisory Committee on such matters as:

[ The evolving concepts and architecture of
the PTO's planned Autosated Patent and
Trademark aystems;
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[ The status of the PTO's brogress towvard the
{mplesentation of these planned automated
systems;

-] The results and automation impact of the
recently undertaken "Trilateral )
Cooperation® between the USPTO, the EPO,
and the JPO in the fileld of industrial
property;

[ The interface between the applicant and the
PT0 in connection with the PTO's Patent
Automation Plans;

-] The PTO's "Electronic Patent Data
Dissemination Guidelines®;

[} The patent information needs of the patent
bar and the public, and how these needs may
best be met by the planned Automated Patent
System; and

(-] The costs and funding of the PTO's
:utomntion System and its impact on patent
ees,

The Committee wishes to express its continued support for
the general objectives of the automation of the
patent-related functions of the PTD, as expressed and
embodied in the overall Automation Master Plan of the

PT0. The Committee also wishes to express its support for
initistives taken by the PTO in promoting "Trilateral
Cooperation® between the USPTO, the EPO and the JPD in the
field of industriasl property, and particularly with
respect to the automation of patent searching and
examination.

Q. Mr. Banner in his testimony indicates that there are
three aspects to maintaining and improving the quality of
patent examination: an accessible library, capable exam-
iners, and adequate time to do the examination. While
automating should bring about a more accessible library,
what are you doing about the other two aspects of patent
examination quality? In general how do you measure and
keep track of the quality of patent examination? What
are your standards and methods in this area? Do you
think that the cuts made by the Office in its 1985
programs will affect quality (i.e. reducing the use of
commercially available data bases by patent examiners for
searching purposes, eliminating training for examiners,
reducing programs for reclassifying the patent file, and
checking file integrity)?

A. The PTO has taken steps to assure a capable examining
corps with adequate time to conduct the examination of
patent applications. These steps have resulted in the
PTO having a better educated and trained patent examiner
work force now than at any time in the last several
decades and in each examiner now having more time to
examine each application than just ten years ago. The
details of these steps are as follows:

° The PTO has been successful in recruiting high-
quality new examiners. The average grade point of
the over 660 new examiners hired between 1982 and the
present is over 3.0 on a 4.0 system. The Patent
Academy training program given to all new examiners
during their first year was totally revised in 1983
with the assistance of a group of patent attorneys to
improve the examiners' capability to do an etficient,
quality examination. 1In addition, new examiners are
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thoroughly trained on-the-job by their supervisor or
a senior examiner.

Examiner training programs are extensive and focus

on technical, patent-related legal, and procedural
training. The PTO encourages and pays for after-
hours, examining-related technical and legal courses
at local universities; provides in-house technical
training courses including use of a video tape
library; provides in-house legal training in certain
law school level courses, some taught by contract

law professors; conducts technical and legal seminar
programs; permits examiners 16 hours of official time
and 40 hours of compensatory time per year for
attendance at job-related professional programs of
their own choice; and provides other training,
including supervisory training for managers. A
general description of the training program for exam-
iners is attached. It is essentially the program
that resulted from a comprehensive zero-based analy-
gis of the PTO conducted in 1979-1980. In addition,
an Examiner Education Program comprising periodic
examiner visits to research and manufacturing facili-
ties to see the technology they examine firsthand was
instituted in 1982 and has been very successful in
better acquainting examiners with the practical con-
giderations involved in developing new technology.
More than 650 examiners have participated in the
program over the last 3 years visiting over 300
technical facilities

In 1975, an internal PTO committee thoroughly
reviewed the time allocated for examination and
concluded that more time should be provided. as a
result, all examiner goals were adjusted in 1976 to
permit an additional 1.2 hours (7%) to examine an
application on the average. Purther, since the 1976
"quality hour" adjustment in all examiner goals, a
number of individual examiner goals have been

ad justed under special procedures where significant
changes in technology have occurred. As a result of
these individual adjustments, the average examiner
has more than a half hour of additional time (3%) for
a total of almost 2 hours or 10% more time since 1976
to examine an application. Presently, the average
GS-12 examiner goal provides for over 20 hours to
process an application. 1In addition, other steps
were taken at the time and since then to help provide
the examiner with relevant prior art. FPor instance,
the applicant's duty to disclose material prior art
technology to the examiner was clarified and rules
were adopted providing for the submission of prior
art in the form of information disclosure statements.
Access to commercial data base searching in the
Scientific Library and more recently throughout the
Examining Corps for hands-on use by examiners was
also provided. Beginning in FY 1986, access to com—
mercial data bases is a specific budget item for the
Patent Examining Corps. In addition, reclassifica-
tion efforts offset much of the additional search
time resulting from the increasing complexity of
technology and the size of the search file. ’

Quality is difficult to measure and track. The principal
monitors of quality are the supervisors, through the per-
formance appraisal system for examiners, and the Quality
Review Program. The work of junior examiners is reviewed
by their supervisor or a senior examiner. The work of

gsenior examiners with the authority to sign their own

actions or letters, and to allow patents is reviewed by a
supervisor on a sampling basis. The critical element in
the examiners' performance appraisal plan contains three
performance criteria: the quality of their actions or
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letters, the quality of their determinations on patenta-
bility, and their productivity.

Under the Quality Review Program, a separate group of
quality review examiners sample and thoroughly review the
examiners' handling of a 4% random sample of all applica-
tions allowed for patenting (15% in the case of reissue
applications and reexamination proceedings). Cases in
which a problem exists are sent back to the Examining
Group for appropriate corrective action. Quality
Reviewers also meet periodically with the Examining
Groups to discuss problem areas and issue quarterly
reports on their findings.

Other quality monitors include statistics on appeals from
examiner decisions, the percent of applications for which
a patent is granted, and informal subjective feedback
from users. Statistics on the percent of patents invali-
dated by the courts is not a good measure. The patents
-litigated represent a biased sample and, as one would
expect, the percent of patents held valid or invalid is
close to 50%, the odds one would expect if opposing par-
ties decide to pursue expensive litigation.

We do not believe that the cuts made in 1985 will have
any significant effects on quality. The reduction in the
use of commercial data bases is temporary. Funds were
not specifically budgeted for hands-on commercial data
base searching in the Patent Examining Corps in 1985 and
in earlier years. PFunds will be fully restored in this
area in FY 1986 at the budgeted levels, $1,745,000 in the
Patent Examining Corps and about $400,000 in the Scientific
Library for specialized searches on behalf of the Corps.
The most valuable areas for commercial data base
searching were retained to minimize the effect of the
cut. Examiner training was not eliminated in 1985 but
only reduced a relatively small amount. The cut amounts
to less than 2% of the total examiner training funding
and involved supervisory and management training that
could be deferred with minimal consequences.

Reclassification output was cut by about 11% by reduc-
tions in overtime funding in PFY 1985. This cut is also
intended to be short-lived. The existing file integrity
program covering the integrity of the U.S. patents part
of the search file was cut in anticipation of automation
which will eliminate the need for such a program. If

the integrity program was fully funded, 3.3% of the
search file would be reviewed and corrected during

FY '86. Thus, the effects of this cut will be very small
over the relatively short period of time until automation
comes on stream.

PROFESSIONAL EXAMINER TRAINING PROGRAM

PATENT EXAMINING CORPS

FISCAL YEAR 1985

THE PATENT ACADEMY

The Patent Academy comprises a 1B0-hour program of training for
all new patent examiners and has been recently revised to reflect
current PTO practices and procedures. Phases I-1V of the Acuqemy are
scheduled throughout the new examiner's first year in the Office and
are keyed to the new examiner's on-the-job training and current job
experiences. Phase V of the Patent Academy constitutes part of the
continuing education program for examiners.
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Phase 1 - Patent Examiner Initial Training

A formal 10-day Patent Examiner Initial Training program
consitutes Phase 1 of the Academy. This is offered to new
examiners immediately upon their arrival to the Patent and
Tradenark Office and provides an orientation to the Office
and patent examining procedures. The course is taught by
Supervisory Primary Examiners with class size ranging from
8-12 students.

Phases 11, 111, and 1V

Phases 11, 111, and 1V of the Patent Acadeny are offered L
to the new exaniner after 3, 6, and 12 months in the Office.
In these phases of the Academy, sudbject matter experts .
deliver formal lectures on specific topics. These lectures
are followed by classroom exercises administered by primary
examiners who are on career developnent detail to the Acadeny
as instructors. The instructors administer all exercises

and .examinations in the Academy and evaluate the trainees.

For classroom instruction, the class is divided into three
disciplines. The class size does not exceed S0. . .

Patent Academy Refresher Seminars

These seminars are conducted by the Patent Academy lecturers
to comnmunicate current procedural aspects of Patent law to
experienced patent examiners. Content of these seminars
reflects changes that are continually being made in PTO
practices, revisions of MPEP, and the Patent Law.

PATENT EXAMINER CONTINUING EDUCATION PROGRAM

legsal

A. JIn-House legal Courses - These courses provide legal
education to those professional non-attorney emloyees not
presently enrolled in a formal law school program. Three
courses consisting of Patent Lawv, Legal Method and Evidence
are provided for the Examining Corps. The Patent lLaw and
Legal Method courses are conducted by a Professor of Law

from one of the local law schools. These courses include
20 hours of instruction embracing subject matter of general
legal interest related to the patent examining process.
The Legal Method course includes hands-on training and
practical exercises in the LEX1S system. The Evidence
course is presented by an in-house instructor. Examiners
must have completed the Patent Acadeny to be eligidble to
attend these courses.

B. law School Program - This program consists of tuition
assistance for those employees enrolled in law school during
non-duty hours. The program pays for approximately 608 of
the courses taken in earning a law degree and are job-related.
Information on this tuition assistance progrsm is availabdle
from the training manager.

C. legal Lectures ~ A series of lectures on legal topics
pertinent and useful to the Examining Corps are offered
periodically throughout the year. Examiners can attend

with supervisory approval.

Technical

A. In-Bouse Technical Training - This activity includes a
wide variety of video~tape courses supplemented by in-
house instructors designed for the continuing education
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of engineers and scientists. Current instructor led
courses are: basic computers, basic electricity and
electronics, digital circuits, chenical abstracts,
chemical engineering, and hydraulics. These courses
average in length from 15-20 hours and the class site
is normally about 15. There are 2130 numperous single
concept video-tape available in specific technical
areas, i.e. fiber optics, microprocessors. These
tapes can be viewed in the training office.

B. Technical Course Program - This training activity
includes but is not limited to formal university
courses, technical institute courses, home study
courses, and advanced degree non-legal university
courses and all other technical courses related to
specific arts offered in other government agencies
or non-government facilities, normally during non-
duty hours.

C. Non-Industry Examiner Visits = This activity provides
the examiner with first-hend exposure to actual
devices, methods and industry problems in assigned
arts. Additional benefits derived from field trips
are face-to-face meetings with inventors, reviewing
the state of the art, watching experiments for proper
perspective in the assigned art. Local trips are defined
as any trip that does not exceed one day in duration, e.gq.
tours ©of such neighboring facilities as NBS, NRL, NASA.
Also included in this category are trade shows and
technical conferences.

DOther Training

A. 16/40 Program - This category of trsining is set forth in
a Personnel Officer memorandum of September 26, 1975:

*Professional employees may be granted annuvally,
subject to appropriate supervisory approval, up

to 16 hours of excused absence to attend meetings
of their own choice ©f legal and technical groups
and professional societies. 1In addition, profes-
sional employees may earn in advance . . . a maxi~-
num of forty hours of compensatory leave . . . for
attending similar meetings.®

‘The most common uses ©f the 16/40 leave provision are:
BNA Conferences, POS Lectures ani Films, Patent Law
Association Meetings and Technical Societies Eeminars.
Attendance of these functions is subject to appropriate
supervisory approval. .

B. Other Seminars - The seminars included in the program
are those whach do not fall into the 16/40 progran and
can be technical or procedural in nature.

C. Speciality Treining - This activity is for those pro-
fessional employees lacking suffijcient skill in such
areas as English, technical writing, and speech. It is.
contemplated that one course each in English, technical
writing and speed reading be of fered to approximately
fifteen students a year. L

Exariner Education Program

The purpose of this program is to increase exaniner
awareness ©f industrial technology particularly in
rapidly advancing industrial fields. Contributions
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are made by commercial business concerns, foundations,
and private individuals.

Under this program, examiner’'s with more than one
year experience are given the opportunity to visit
commerical or industrial installations every three
years as funds are available. For detailed informa-
tion on this program, contact your group director.

Career Development Details

These are detajl assignments to various areas of the
Office for vp to four month periods. (Most of the details
sre designed for experienced examiners.)

How do you measure and keep track of the quality of
trademark registrations? Will automation facilitate the
quality of trademark registration by improving file
integrity? Have you ever conducted an analysis of the
file integrity of your paper trademark filea? If not,
how do you know that automation will improve file
integrity?

Primarily, the gquality of trademark registrations is
assured through closely monitoring the work of the exam-
ining attorneys in the Trademark Operation using a
comprehensive quality review plan incorporated into the
"Examining Attorney Performance Plan."™ Pirst, this
quality control procedure mandates that every application
containing a trademark approved for publication and
registration be checked by the examining attorney's
supervisor for correctness of form and substance.
Second, the quality review procedure provides for a
detailed review of randomly selected files handled by
each examining attorney. 1In this review, the managing
attorney must check each selected file for quality of
examination on (1) statutory refusals, (2) application
requirements and Office practice and procedure, and (3)
the quality of the written Office action itself as to
organization, legal analysis, and timeliness of disposi-
tion. When problems are identified, action is initiated
by the examining attorney's supervisor to correct the
situation. Purther, overall results of the quality
review procedures are collected and analyzed by the
Office of the Assistant Commissioner for Trademarks.
Where generalized problems in the examination process are
detected, appropriate steps are taken to make changes in

-~ Office practice.

Additionally, all trademarks approved for allowance must
be published in the Trademark Official Gazette (TMOG).

A procedure was established to have senior examining
attorneys carefully review each week's TMOG for
"obvious® errors. If any administrative or printing
errors are found, they are immediately corrected before
the mark is finally registered. 1If it appears that a
clear error in examination has been made, the applica-
tion is returned to the examining attorney for re-
evaluation.

Automation of trademark records and file docketing proce-
dures will improve overall file integrity. Automation of
the docketing and tracking of applications and registered
files in the Trademark Operation has already made a
significant contribution to the integrity of the
registration process. Procedures have been incorporated
into the TRAM system to account for the status and loca-
tion of any particular file at any time; and, as a
result, the incidence of "lost" files and/or lost papers
has been substantially reduced. Additionally, because of
the measures limiting access for editing of data in the



106

TRAM and T-Search data bases, unauthorized parties can-
not alter any application data which has been entered in
those data bases.

Wo formal analysis of the file integrity of paper trade-
mark application and search files has been undertaken.

No inventory indicating where particular registrations
have been filed in the alphabetic file according to pre-
fix, suffix, phonetics, etc., existed. Thus, an accurate
review of search file integrity could not be made without
going through the expensive process of creating an inven-
tory. However, the PTO has always had to respond to
complaints from the public, and to correct internal
problems affecting the examination of applications and
the maintenance of the paper search files. These
complaints were an indicator of problems with trademark
application and search file integrity. As the various
automated systems have become fully operational, or as
enhancements have increased their effectiveness and effi-
ciency, complaints about the integrity of the application
files have decreased. 1In fact, many of the features
which have been incorporated into trademark automated
systems were developed because of the complaints
. concerning the integrity of the paper files. Their suc-
cess is indicated by the lower number of complaints.

We also believe that automation of pending application
and registration records will improve search file
integrity based on anecdotal evidence gained from exam-—
ining attorneys who have been using T-Search. Under
existing examination procedures, when an examiner finds a
relevant registered or pending trademark that will be
cited under section 2(d) of the Lanham Act, the examiner
must obtain a photocopy of the record for mailing to the
applicant from the existing paper records in the
Trademark Search Library.

Over the past months, examining attorneys have found many
registrations on T-Search for which no corresponding

paper record existed in the Search Library. Additionally,
there is a very high incidence of missing or misfiled paper
records of pending applications. Many examiners have
commented that the paper files covering pending applica-
tions are in such poor condition that they seldom find any
record of the application. Additionally, the Office has
had comments from members of the bar which indicate that
examining attorneys are sometimes finding “cites" on
T-Search which have been missed when searches were con-
ducted by private searchers.

I understand that you recently estimated that it will cost
over $600,000 to clear erroneous data out of your auto-
mated data base. 1Is this true? If so is this an indi-
cation of potential automation integrity problems?

Barlier this year, the Office of Automation provided an
estimate of the cost of verifying the electronic data bases
against paper source records at approximately $600,000.
Since that time, the estimated errors in the electronic
data base have been reduced using automated editing tech-
niques which check internal inconsistencies and through the
ongoing review processes that have been incorporated into
the Office's procedures. Further, an enhancement has been
proposed for the system which will give access to facsimile
coples of trademark registrations. Because of the proposed
proposed enhancement and general improvement in the
quality of the data in trademark systems, the stated
estimate is no longer relevant. The data bases will be
sampled later this year to determine the need for addi-
tional measures to improve data base integrity and the
assoclated costs.

'Any integrity problems which exist in the data base
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generally relate to backfile data which was keyed or
digitized at a single point in time and should not be
geen as indicating potential for future problems. All
data now being added to trademark data bases is being
subjected to strict quality control to ensure accuracy of
the records. BEvery indication is that present techniques
for data capture and quality control, and future improve-
ment on those techniques, will ensure that users of
trademark systems will be assured of a high degree of
integrity.

I also understand that PTO has had very few contested
trademark actions upheld by the Trademark Trial and
Appeal Board. 1If this is so, how will automation have
any effect on registration quality? :

FPirst, relative to appeals filed in all contested trade-
mark actions that go to hearing at the Trademark Trial

and Appeal Board, the examiner's action is upheld in
approximately 768 of the cases. (The examiner's action
was affirmed in 141 of 185 cases heard between April 1984
and April 1985.) 1In situations where the contested trade-
mark action involves searches by examining attorneys of
trademark registrations, i.e., appeals of refusals of
regigstration under section 2{(d) of the Lanham Act, the
actions of examining attorneys are affirmed at a higher
rate. During the same period, examining attorneys' refus-
als under section 2(d) were affirmed in 84% of the ex
parte appeals heard by the Board. (Between April 1,

1985, and August 2, 1985, examining attorneys were
affirmed in 26 of 30 cases appealed, approximately 87%.)

Automation will have an effect on registration quality
because it will provide examining attorneys with more
accurate and up-to-date registration and application data
on which to base decisions which must be made during the
examination process. Purther, the logical consistencies
which are inherent in an automated search file system
containing several hundred thousand records, as opposed
to the filing inconsistencies which occur in manual
filing systems, will allow more complete and accurate
searches of Office records for marks which may create the
likelihood of confusion.

The user community has complained that the automated trade-
mark systems are not working to their satisfaction even
though they have been using the monitoring system for 2
years and the retrieval and search systems for about a
year. What are you doing to correct this?

If the "community of users®™ includes non-PTO employees,
the only system which they are presently using is TRAM.
T-Search has not been released for any public use other
than controlled demonstrations conducted by the PTO.
RKnown public complaints relative to the TRAM II system
have been the same complaints registered by PTO users
which are discussed below.

In view of the foregoing, we assume that the “user com—
munity” is the examining attorneys and/or clerical
employees in the Trademark Examining Operation. The PTO
is aware of various system problems which exist in the
monitoring system (TRAM II). It has initiated ongoing
maintenance and enhancement programs to solve those
problems which can be handled without major system modi-
fications and, as set forth in the revised PTO
Automation Master Plan, is proposing major system enhan-
cements to answer other concerns. The significant
complaints which have been brought to the attention of
the PTO concern (1) system availability (downtime), (2)
slow response times, and (3) data base quality.
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The problems with data base quality were discussed in

Question 6. As stated, the PTO does have an ongoing pro-
ject to deal with problems in this area and has initiated
quality control programs which should result in continued

- improvements in the overall quality of information in

both TRAM and T-Search, which ghare the same data. The
other two problems with TRAM are interrelated in that the
central processing unit (CPU) which supports all TRAM
system operations {s nearing capacity and is not state-
of-the-art. The long-term solution to these problems is
to introduce state-of-the-art technology and increase the
capacity of the system to handle the increasing demands
of the PTO on its automated resources. The revised
Automation Master Plan addresses this proposed solution.
In the short-term, the Office of Automation has taken the
following steps: 1) the prime TRAM system contractor has
conducted capacity studies on the present CPU in an
effort to maximize system capabilities, 2) ongoing
software/programming development under the general
control of the Current Systems Configuration Board is
taking place to eliminate bottlenecks and improve system
efficiency, and 3) the PTO is working on supplemental
hardware/software enhancements, such as with the text-
editing system, which will generate efficiencies in the
present TRAM system and which will be able to carry over
to the new Integrated Trademark System (ITS) now being
proposed.

The prime PTO users of the retrieval and search system
(T-Search) are the trademark examining attorneys in the
Trademark Operation. The examiners have had the option

of using T-Search to conduct searches for registered trade~

marks which consist of words only since the Pall of

1984. The portion of T-Search covering designs was not
offered to examining attorneys. Although the Trademark
Operation has encouraged hands-~on use by examining attor-
neys, presently, use is not required. When use began,
many complaints were registered about the quality of

the data base being used for searching, "slowness®™ of the
system, and that some needed "search"™ capabilities were
not included in the system. The data base problems are
being addressed on an ongoing basis as stated in the
answer to Question 6. Again, it should be noted that
current users of the system are more frequently finding
registered trademarks in T-Search that cannot be located
in the paper search files than vice versa. Software
problems have been addressed on an ongoing basis, and as
desirable capabilities are identified, change orders are
proposed. At the present, given present system use,

this problem appears to have been solved.

The new trademark fees that went into effect in October
of 1983 represented a significant increase. Por example,
registration fees jumped from $35 to $175 per class.

Have these higher fees had any effect on the number of
filings?

There is no discernible impact on the number of trademark
applications filed since the advent of the higher appli-
cation fees. Other than the year-end increase in filings
that occurred in FY 1982 prior to the fee increase and
the subsequent lag of filings in FY 1983, the rate of
application filings continues to increase.

Fiscal Year TM Applications
1979 50,672
1980 52,149
1981 55,152
1982 73,621
1983 51,014
1984 61,480

1985 64,400 estimated
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Thus there is no evidence whatsoever to support the state-
ment that increased fees have adversely affected the
decisions of business to file for trademark registrations.

Does the PTO have any way to measure whether small com-
panies or individuals are foregoing registration because
of these fees? What percentage of applications are filed
by small businesses or individuals?

The PTO has no means to measure whether small companies

.or individuals are foregoing Pederal registration because

of the increased trademark fees, nor do we have the means
to determine what percentage of applications are filed by
small businesses or individuals. We have, however,
studied the effects of the higher patent fees on this
group and have found no adverse effects. While this
group receives a 50% reduction in their statutory patent
fees, their total fees for obtaining a patent from
approximately $235 to $400, and with maintenance fees
for maintaining a patent in force for 17 years it would
rise to $1,600. Notwithstanding this significant
increase, they file slightly more applications now than
before the fee increase in FY 1983. Based, on this
experience, we would expect similar effects on trademark
filings.

There is no reason to expect that the increased trademark
fees caused small businesses or individuals to forego
registration of their marks. They have already invested

in commercializing their marks by using them in commerce
before filing a trademark application. The relatively small
amount of fees for registration is not likely to deter

them. Further, any significant drop in filings by small
businesses and individuals would likely cause a decrease

in the total trademark application filings -- such a
decrease is not apparent.

Do you have any suggestions as to how to mitigate the
potential effect of the increased fees on small businesses
both on registration and the possible fees they will have
to pay for automated searches?

Based on our experience with increased filings of trade-
mark applications and with the patent fee subsidy, the
PTO does not believe that a program to mitigate the
possible effects of higher registration fees for small
business and individuals is necessary. However, we are
congsidering a proposal that would mitigate posaible
adverse effects to small businesses and individuals
caused by instituting fees for using the automated trade-
mark search system. Under this proposal, each user would
be allotted up to 6 hours free search time on the auto-
mated search system per year. This should more than ade-
quately allow small businesses and individuals to access
the information they need from the trademark data base.
Also, under this proposal, the public would not subsidize
those who use the data base for commercial purposes.
Thus, we believe that this approach balances the needs of

.small businesses and individuals with the need to hold

down Pederal expenditures for user services.

In your testimony you indicated that user fees are
intended to recoup costs associated with providing serv-
ices for which a gpecific beneficiary can be identified.
As the PTO has interpreted its trademark user fee program
as a means of offsetting all of its trademark costs, does
this mean that the PTO sees no general public benefit
from administering the Lanham Act and creating a public
record of the marks being used in commerce? If you do
believe there is a public benefit to administering the
Lanham Act, how do you calculate the appropriate fee,
separating out public from private benefit?
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The fact that the PTO has established a user fee schedule
to pay for the entire trademark operation does not mean
that the PTO sees no general public benefit from adminis-
tering the Lanham Act. There is a public benefit;
however, on balance, there are more important benefits
that flow directly to the trademark registrant. Thus, a
certificate of registration of a trademark on the prin-
cipal register is prima facie evidence of the validity of
the registration, the registrant's ownership of the trade-
mark, and the registrant's exclusive right to use the
trademark in commerce. In addition, after five years of
continuous use of a mark that is registered on the princi-
pal register, the right to use that mark may become incon-
testable. Finally, a Pederal registration entitles the
registrant to have access to Pederal courts to prevent
others from improperly using his or her trademark.

With respect to the appropriate fees to be established for
the trademark operation, the PTO followed both OMB
Circular No. A-25 concerning user charges and guidance

.in the legislative history of Public Law 97-247.

Circular No. A-25 states as a general policy that, "A
reasonable charge ... should be made to each identifiable
recipient for a measurable unit or amount of Government
services or property from which he derives a special
benefit." It provides further that, "Where a service (or
privilege) provides special benefits to an identifiable
recipient above and beyond those which accrue to the
public at large, a charge should be imposed to recover
the full cost to the FPederal Government of rendering that
service.” On the basis of this policy, the Administration
proposed that fees for trademark examination and pro-
cessing, as well as for products and services provided in
connection with trademarks, recover 100% of the costs of
these products and services. During consideration of the
trademark fee schedule by the House Committee on the
Judiciary, an effort was made by Mr. Prank to reduce the
level of recovery to something less than 100 percentum,
but the Committee did not accept his suggestion. Moreover,
the PTO developed a specific fee structure for the trade-
mark operation consistent with its recommendation for
full cost recovery. A fee schedule very close to oune the
PTO had developed to impose full cost recovery for the
trademark operation, was recommended by the House
Committee on the Judiciary (House Report 97-542, page 3)
and adopted by the PTO in its regulations implementing
Public Law 97-247.

In your testimony, one of the reasons you give for
the increase of fees is to recoup costs of automa-
tion. Why should current users pay for a system
that will be used for generations? Wouldn't it be
fairer to spread out the costs over many years?

While we have attempted to amortize the costs of

the automated systems over their life cycles, it has
been necessary to meet disportionately more of the
costs during the first years of the system life cycles.
In the trademark area, current applicants, most of
whom are long-term users of the registration

system, have paid slightly more than would have

been the case if we could have amortized the costs
evenly over the life cycles of the systems.

You also indicated that another reason for fee impos@-
tion was to keep the PTO from competing with commercial
search firms that provide similar services to the'publxc
for a fee. How will the PTO take into consideration the
fees charged by private search firms? Will the PTO
charge fees for automated searches that do not underbid
the private companies?
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No, the PTO does not and will not consider the fees
charged by the private sector when determining the fees
for our services. 1In setting fees, we follow the guide-
lines of OMB Circular A-25 that does not permit con-
sideration of the level of fees charged by the private
sector or the potential fair market value of our ser-
vices. When proposing fees for use of our automated
trademark search system, we were required by the
Circular to set fees on the basis of marginal costs of
providing the service. Thus, the fees recovered are only
those additional costs which we would not have incurred
in performing our statutory duties.

While the PTO will not set fees by referencing fees
charged by private companies and the opportunity exists
that PTO fees may be lower than those of private com-
panies, we do not believe that the PTO will compete with
private companies on a significant level. Pirst, PTO
services are currently available only in our offige in
Arlington, Virginia. While we contemplate expanding
access to our Patent Depository Libraries, we do not
believe that these limited-access services will compete
with private sector offerings that have convenient, on-
line access from anywhere in the United States. Second,
the private sector offers more extensive services than
the PTO, e.g., access to state registrations, common law
marks, company names, and foreign registrations. Con-
sidering the nature of the private sector services,
these services are not comparable to the lower-priced
PTO services and are not competing with PTO services.

In your testimony you indicated that you could not think
of another direct analogy to the proposed fees for:
access to the public documents in the trademark search
rooms. Yet you also state that it is appropriate to use
fees based on the memorandum A-25 put out by the Bureau
of the Budget. Could you please be specific in relating
this memorandum A-25 to charging fees for access to the
public documents in the search rooms? Based on charging
fees for the search rooms, do you envision a PTO
entirely maintained by user fees? If not, why not?
Where are the limits on imposing feeg?

In September 1959, the then Bureau of the Budget, issued
Circular No. A-25 entitled, "User Charges."™ Circular A-25
set forth the provisions for establishing user fees for
all Pederal activities which convey special benefits to
recipients above and beyond those accruing to the public
at large. According to Circular A-25, a reasonable

charge should be made to each identifiable recipient for

a measurable unit or amount of Government service or
property from which a special benefit is derived.

Circular A-25 states that a special benefit will be con-
gidered to accrue and therefore a charge should be
imposed when the beneficiary obtains more immediate or
substantial gains or values (which may or may not be
measurable in monetary terms) than those which accrue to
the general public. Receiving a patent was cited as an
example in the Circular.

It has been this Administration's policy to apply uni-
form principles of cost recovery for applicable Federal
services. Legislation proposed by the Administration in
1982 and, with some amendments, enacted into law as
Public Law 97-247, provided for increased patent and
trademark user fees. Since that time, trademark

owners, who derive significant benefits from trademark
registration, have borne the full cost of registration.
Fee revenues paid by all trademark applicants have been
used to support the paper search file since FY 1983. 1In
proposing a specific user fee for access to the auto-
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mated search file, the decision was made to charge those
who use the trademark search library for their own benefit,
{i.e., those users who provide search services for

clients throughout the country but who primarily reside

in the Washington, D.C., area. This decision was based

on the premise that it was more appropriate to charge
recipients of special benefits for those benefits rather
than to pass the costs on to taxpayers. .

Although the PTO proposed to charge those users who
derive a very specific benefit from the automated trade-
mark search room for access to the system, we also
recognize that there are users throughout the country
who have a limited and personal need to access the auto-
mated system. To accomodate these users, we plan to pro-
vide up to s8ix hours of free time each year to all
public users. We believe that would more than ade-
quately allow these individual users to access the
information they need but would not subsidize those who
use the system for commercial purposes.

We do not envision that all PTO operations will be
funded by user fees. 1In 1982, Public Law 97-247 amended
the fee provisions of the patent and trademark laws to
create a new fee recovery scheme. Under this scheme,
statutory patent fees were set at levels that were esti-
mated eventually to recover 100% of patent processing
costs with the exception of the small entity subsidy.

In the trademark area, the Commissioner was given the
discretion to set fees. However, the House Committee on
the Judiciary recommended in House Report 97-542, a trade-
mark fee schedule that was estimated to recover 100%

of trademark processing costs. The PTO adopted a trade-
mark fee schedule very similar to the recommendation.
Also, the Commissioner was authorized to set fees for
identifiable services at an 100% recovery level. Thus,
the fees established under this scheme should eventually
recover 100% of processing and service costs. However,
these fees were not predicated on recovering the cost of
other programs in the Office that are not directly
related to processing or services. For the other
programs, appropriations must be requested each fiscal
year.

The fee recovery scheme created by Public Law 97-247 has
restrictions on the amount of fees that can be charged by
the Office. Patent fees are statutory and may be
adjusted only to reflect fluctuations in the Consumer
Price Index. Other patent processing and patent service
fees may be established by the Commissioner to recover
the estimated average cost to the Office. All trade-
mark processing and trademark service fees are set by
the Commissioner to recover estimated average costs in
line with the recommendation in House Report 97-542,
These fees may be adjusted only after three years.-

What is the justification for funding patents out of
general revenues, but not trademarks? Can't it be
argued that both patent and trademark holders get com-
mercial value at a cost to the Government and the tax-
paying public?

With the exception of a 50% subsidy for patent fees
charged to small entities, there is no difference in the
approach for funding the costs of the patent operation
vis-a-vis the trademark operation. The PTO originally
proposed that the costs of the patent operation should
be funded 50% from so-called “front end" fees (that is,
filing, issue, and other fees associated with obtaining
a patent) and 50% through fees charged for maintaining
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a patent in force. 1In a speech before the American
Patent Law Association in November 1981, former
Commissioner Mossinghoff announced this proposal and
provided a list of fees to implement it. These

- included a $300 filing fee, a $500 issue fee, and other
fees which ultimately found their way into the statu-
tory fee schedule approved by the Congress and enacted
as Public Law 97-247. Thus, in 1982, Congress accepted
the essence of our proposal that both the trademark
operation and, after a transitional period for main-
tenance fees to become fully effective, the patent
operation would recover 100% of costs. The only exception,
referred to above, was that when the Congress abandoned
the scheme of administrative fee setting in Public Law
96-517 in favor of statutory fees, it also provided for
a 508 subsidy for independent inventors, small busi-
nesses, and nonprofit organizations.

4. Q. Mr. Banner indicated in his testimony a desire to tie
all trademark and patent fee increases to the consumer
price index. Please comment.

A. In general, we would have no objection to tying all
trademark and patent fee increases to the Consumer
Price Index (CPI), after making certain that most fees
actually cover the cost and so long as there is sufficient
leeway to establish fees to recover full costs for new
services or services which are changed substantially.
The statutory patent fees under sections 4l{a) and 41(b)
were linked to fluctuations occurring in the CPI by
Public Law 97-247. Similarly, to link fees established
under 15 U.S.C. 1113 and 35 U.S.C. 41(d) to fluctuations
in the CPI is, therefore, a logical control to impose.
However, we would urge that the linking of fees under
35 U.S.C. 41(d) to fluctuations in the CPI become
effective on January 1, 1986, to permit the PTO to make
refinements in the schedule of fees established under
that authority. Further, it should be recognized that
actual cost changes may be greater or less than the
fluctuation in the CPI in a given year. We might have
some problems in a given year or 3-year cycle if cost
fluctuations significantly exceed CPI fluctuations.
However, these fluctuations can normally be handled
without significant disruptions in service if there is
available a reasonable level of carry over of excess
fee income from prior years.

In reviewing the costs for the services and products
for which fees are charged under section 41(d), we
found that the fees established in FY 1983 are in some
cases higher than cost and in other cases lower than
cost., Por example, we have found that the present cost
of providing a patent copy is slightly in excess of
$1.30 although the fee is only $1.00. On the other
hand, we have found that the cost of recording a patent
assignment is approximately $6.40 while the fee we
currently charge i{s $20. Accordingly, the fee schedule
that was published and will come into effect on October 5,
1985, i3 based on a refined cost analysis adjusted to
reflect a mid~cycle inflation estimate of 6.21% for the
PY 1986-88 authorization period. Once these adjust-
ments are made, we would have no difficulty if the
revised fee schedule were linked to fluctuations in the
CPI for future years. Overall, the fee increases as
posed under section 41(d) are less than they would be
if all these fees would have been increased across-the-
board by fluctuations in the CPI. :

15. Q. GAO identified some major problems with PTO's trademark
automation. GAO also listed a number of specific recom-
mendations to improve the automation process, do you
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intend to implement all of the recommendations, if no
why not? What is your timetable for implementing the
GAO recommendations? How will you continue to keep
Congress informed of your progress?

A. The PTO expects to implement the four recommendations
contained in the GAO report well before the end of this
year. Attached is a detailed implementation plan to
address the findings and recommendations of the
Department's technical and management review of the
PTO's automation project, which also responds to GAO's
recommendations.

The Acting Commissioner of Patents and Trademarks has
committed to the Secretary of Commerce that every
recommendation stemming from the Department's review
will be implemented.

The PTO will provide periodic status reports to thg
Congress on its progress toward automation, including
implementation of the GAO recommendations.

Plan for Implementing Recommendations of the
Management Review of Patent and Trademark Office
Automation Project

R-1 The Trademark Advisory Committee should be meeting more
-frequently to address user concerns.

Assigned to: Assistant Commissioner for Trademarks, PTO

Action Steps and Completion Date:

1. Review results of past Committee meetings -- Completed.

2. Evaluate alternatives for improved Committee interaction
with the PTO -- 09/16/85

3. Recommend meeting schedules and changes in Committee
composition -- 10/15/85

R-2 PTO should consider establishing other formal advisory

comnittees to address automation and other arecas of
concern to user groups.

Assigned to: _Assistant Commissioner for Finance and Planning,
PTO

Action Steps and Completion Dates:

1. Prepare list of possible candidates representing a broad
cross-section of expertise and interest -- Completed.

2. Prepare charter of a formal autonation advisory committee
and submit to Office of the Secretary for review in
accordance with DAO 201-2 -- 09/16/85

3. Publish appropriate information in the Federal Register,
Official Gazettes, inc. -- 10/30/85

R-3 We recommend that all parties recognize the difference in

prolfessional expertise and outlooks among trademark
attorneys and computer systems staffs, and accommodate
those differences in planning and communicating.

Assigned to: Assistant Commissioner for Trademarks and
Administrator for Automation, PTO

Action Steps and Completion Dates:
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Establish dedicated team of Office of Automation, Office
of Trademarks, Office of Administration and contractor
personnel to work on the Integrated Trademark System --
Completed.

Continue to receive policy-level direction and guidance
from the Trademark Configuration Management Board whose
membership includes: the Assistant Commissioners for
Trademarks, Administration, and Finance and Planning,
Administrator for Automation, and Program Managers from
Administration, Automation and Trademarks -- On-going.

PTO shadld take action to-deal with the problems and
suggestions for the trademark users and attempt to
crystalize the concerns of the trademark assoclations.

‘Assigned to: Assistant Commissioner for Trademarks, PTO

Action Steps and Completion Dates:

1.

Review results of past briefings on the automation program
to the Trademark Advisory Committee and U.S. Trademark
Association -- Completed.

Evaluate alternatives for improved briefings, and
financial reports -- 09/16/85

Solicit recommendations from the Trademark Advisory
Committee -- 10/15/85

We recommend that PTO submit a formal organizational
proposal for the Automation Staff to the Offlce of the

Secretary to preclude future adverse eflects on personnel
matters.

Assigned to: Assistant Conmissfoner for Finance and Planning,

PTO

Action Steps and Completion Dateé:

Draft a request for an organizational order -- 11/15/85

Prepare and circulate draft ocrder for PTO approval --
12/16/85

Submit request to DOC for approval -- 01/15/86
Incorporate DOC comments -- 02/17/86

Receive Departmental organization order -- 03/17/86

We recommend that a committee should be established for
the Automation Project with responsibilities similar to
those of the 1990 Census Automation Committee.

Assigned to: Assistant Secretary for Administration (Office of

Management and Organization)

Action Steps and Completion Dates:

1.

2.

3.

4.

Prepare a list of possible committee members, including
GSA representation -- 09/18/85

Prepare draft charter of responsibilities, circulate to
staf{ and PTO for comment -- 09/20/85

Establish committee - 09/30/85

Conduct overview briefing -- 10/04/85
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R-17 PTO should complete its update to the Automation Master

- Plan before making automation selections. The plan should
state the current program objections, performance
requirements, and projected costs and benefits. We
further recommend that the plan be updated annually and be
specifically considered by the Coordinating Committee, the

various boards, and the automation group to guide the
automation effort.

Assigned to: Automation Administrator, PTO

Action Steps and Completion Dates:

1. Submit draft Automation Plan to Office of Planning, Budget
and Evaluation -- Completed

2. Incorporate DOC comments and prepare final report for
submission to OMB with the PTO's 1987 budget request --
09/15/85

3. Distribute copies of the OMB approved revised Automation

Master Plan to the Congress, the public user community,
and to all PTO staff -- 01/86

4. Prepare &nd submit update to the Automation Master Plan to
DOC in conjunetion with the PTO's 1988 Secretarial budget

request -- 06/86
R-8  Future plan submissions under the AMP should be

disaggregated to provide a fuller discussion of the costs,
benefits, alternatives and scheduled objectives of the

groject.

Assigned to: Automation Administrator, PTO

Action Steps and Completion Dates:

1. Receive Departmental guidance on structure of plan
submission--Completed.

2. Prepare and submit fiscal year 1987 Information Technology
Plan according to the DOC approved concept -- 09/30/8S.

3. Revise 1987 Information Technology Plan -- 10/02/85

R-9 PTO should ensure that all future systems requirements are
properly documented and communicated.

Assigned to: Administrator for Automation, PTO

Action Steps and Completion Dates:

1. Assemble all available documentation -- Completed

2. Complete review and update of PTO Automation Master Plan --
09/16/85

3. Initiate FY 1986 Action Plan -- 10/01/85

R-10 We recommend that the Department's Office of Information
Resources Management should work eclosely with PTO to ensure
that all future requirements documents are submitted and
responded to. -

Assigned to: Office of the Secretary, Office of Management and
Information Systems

Actjon Steps and Completion Dates:

1. Provide PTO with IRM policies, procedures_and regulations --
Completed
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2. PTO to establish process to ensure compliance with policies --
Completed

B-11 We recommend that the Office of the Secretary review the PTO
procurement planning process and provide assistance to PTO in
developing a procurement plan that provides an integrated
approach for all the procurements related to PTO's automation
efforts.

Assigned to: Assistant Commissioner for Administration, PTO, and
Assistant Secretary for Administration (Director
for Procurement and Administrative Services)

Action Steps and Completion Dates:
1. PTO prepare and submit to the Office of the Secretary a

description of present planning process and proposal for
developing an integrated approach for automation procurements

-- 09/16/85

2. Assistant Secretary for Administration review proposal and
provide comments to PTO -- 09/30/85

3. PTO incorporate DOC comments -- 10/15/85

4. PTO implement revised planning process -- 11/01/85

B-12 We recommend that the Department designate one procurement
manager to oversee the procurement support for the PTO
automatlon proJect. Department oversight should be
strengthened.

Assigned to: Assistant Secretary for Administration (Director
for Procurement and Administrative Services)

Action Steps and Completion Dates:

1. Determine placement of procurement authority, prepare
necessary delegations and coordinate as required -- 09/30/85
2. Publish delegations -- 09/30/85

B-13 The Office of the Seeretary and the PTO should review all
. contracts for the automation effort to ensure that adequate
cost and schedule controls are in place. We also recommend
that this review address the adequaey ol the procurement and
program support resources needed to manage these aspects of
the contracts.

Assigned to: Assistant Commissioner for Administration, PTO, and
Assistant Secretary for Administration (Director for
Procurement and Administrative Services)

Action Steps and Completion Dates:
1. In collaboration with the Assistant Secretary for

Administration, PTO prepare detailed plan for reviewing
automation contracts to ensure that adequate cost and schedule

controls are in place -- 10/01/85

2. PTO submit final plan to the Office of the Assistant Secretary
for review and comments -- 10/8/85

3. Jointly implemen: contract review plan -- 10/15/85

4. Assistant Secretary for Administration conduct review of

adequacy of PTO procurement resources in collaboration with
Assistant Commissioner for Administration -- 11/01/85
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R-14 The Office of the Secretary and PTO should take the actions
needed to eliminate the practices that have led to
unauthorized actions by PYO program personnel under the PTO
contracts. We also reconmend that the Offlce of the Beeretary
review PTO's procedures on contraet sdministration to ensure
they are adequate.

Asgigned to: The Assistant Commissioner for Administration, PTO, and
Assistant Secretary for Administration (Director for
Procurement and Administrative Services

Action Steps and Completion Dates:

1. PTO submit copies of PTO policy issuances addressing
ratification actions to the Office of the Assistant Secretary
-- Completed

2. Assistant Secretary for Administration review PTO ratification
policies and procedures and provide necessary guidances -~
09/15/85

3. PTO incorporate Office of the Secretary advice -- 09/30/85

R-15 The Office of the Secretary should immediately provide PTO
with the advice necessary to remedy the conecerns GADO has with
the Exchange Agreements. We alao recoumend that the
Department thoroughly review the actions PTO proposes to take
to address those issues.

Assigned to: Assistant Secretary for Administration (Director
for Procurement and Administrative Services) and
Assistant Commissioner for Finance and Planning, PTO

Action Steps and Completion Dates:

1. Assistant Secretary for Administration provide guidance to PTO
on proceeding with the "buy-outs” of the exchange agreements
-- 09/17/85

2. PTO to proceed with negotiations to "buy-out™ the exchange

agreements or issue competitive RFPs for acquisition of the
Trademark database -- 10/01/85

3. PTO to submit contracts through normal Departmental channels
for review -- 12/01/85

The Office of the Seeretary should review the PTO policies on
the use of Exchange Agreements against the eriteria in the
Grants and Cooperative Agreement Act of 1978.

Assigned to: Assistant Secretary for Administration (Director
for Procurement and Administrative Services) and
Assistant Commissioner for Finance and Planning, PTO

Action Steps and Completion Dates:

1. PTO to submit copy of the policies published in the Federal
Register on May 5, 1983 to the Office of the Secretary for
review -- Completed

2. Assistant Secretary for Administration provide comments on PTO
policies to PTO -- 09/17/85

3. If necessary, PTO to publish a revised policy statement in the
Federal Register coordinating with the Office of the Secretary
-- 09/30/85

R-186 We recommend that the Office of the Secretary and PTO give

- their Iomediate attention to the PRC contract. A Jolat Office
of the Secretary/PTO working group should be formed to
completely review all the open [ssues with PRC management.
These Inelude:
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- Defining the work PRC is to do under the contract. This

shogld incluie establlshing the eontract cost baselline and
technical benchmarks on a time-phased and task-oriented
basis.

- Establishing a teechnical progress/cost incurred reporting
gsystem to manage the contract effort.

- Coneluding negotiatlons on the existing PRC change
proposals now under review.

The PTO should proceed to bring each issue to conelusion,
reporting periodically to the Office of the Secretary.

Assigned to: Assistant Commissioner for Finance and Planning, PTO,
and Assistant Secretary for Administration (Director for
Procurement and Administrative Services)

Action Steps and Completion Dates:

1. PTO prepare list of PTO members for the Working Group --
Completed
2. PTO establish the Working Group with the Director for

Procurement and Administrative Services (and his staff) in
consultative/oversight role -- Completed

3. Working Group prepare detailed plan for resolving all
outstanding issues on the PRC contract -- 09/16/85

4. Working Group compiete plan of esction for resolving all
outstanding issues on the PRC contract -- 09/30/85

5. Working Group issue weekly status reports to the Office of the

Secretary -- On-going

BR-17 The Department should take immediate steps to provide
adequate data, through the Management Service Center, to
allow PTO and other agencies within Commerce to reconclle
thelr cash accounts.

Assigned to: Assistant Secretary for Administration (Office of
Management and Information Systems) and Assistant
Commissioner for Finance and Planning, PTO

Action steps and Completion Dates:

1. Provide PTO with detailed information on disbursement data
reported to Treasury -- Completed
2. PTO to reconcile cash account and notify the Office of the

Secretary and MSC of any discrepancies -- Completed

R-18 PTO should begin gres.rntlon of monthly statements on -income
and expenses in standar usiness formats. These reports
should be disseminated to PTO managers and made available on
request to external users.

Assigned to: Assistant Comnmissioner for Pinance and Planning,
PTO

Action Steps and Completion Dates:
1, Prepare preliminary design format for use in internal monthly

financial statements and provide copies to Department Offlce
of Budget-for review -- Completed

2. Evaluate suggestions for formats desired by external users --
10/15/85
3. Circuiate shggested design format to PTO managers for review

and comment -- 10/30/85
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4. Implement new monthly financial reports -- first gquarter of
FY 1986

PTO should also develop annual profit and loss statements and
any other business-type reports which are appropriate to its

operations.

Assigned to: Assistant Commissioner for Finance and Planning,

PTO
1. Prepare preliminary design format for annual financial
statement -- Completed
2. Circulate suggested design format to PTO managers for review

and comment -- Completed

3. Prepare 1985 end of year financial statement -- 10/30/85

R-19 PTO should develop formal internal policies on fees and
evelop plans whenever surpluses ocecur detalllng how and to
what purpose they are to be applied. hese policies and
Fl.n’ should be developed with client and Congressional
nput.

Assigned to: Assistant Commissioner for Finance and Planning, PTO

Action Steps and Completion Dates:

1. Reduce to writing the policies followed with regard to excess
fees -- 09/23/85

2. Submit the proposed policies to the Office of the Secretary
for review and comment -- 09/30/85

3. Receive and incorporate Office of the-Secretary comments --
10/15/85

4. Implement formal policies -- 10/30/85

R-20 PTO should provide for annual validation of the overhead rate

beginning in fiscal year 1985.

Assigned to: Assistant Commissioner for Finance and Planning, PTO h

Action Steps and Completion Dates:

L. Prepare proposed methodology for verification of overhead
rates -- Completed

2. Identify and collect independent workload measures to verify
proposed methodology-- Completed

3. Receive comments on proposed methodology from PTO managers --
10/02/85

4. Test proposed methodology against 1985 actual data -~
11/15/85

5. Consult with Administration and Congressional Committees on

cyanges to existing approved methodology -~ 01/86

6. lmplement appropriate changes -- On-going

R-21 Once the revised Automation Master Plan is developed by PTO
and approved by the Office of the Secretary and the PRC

>rogress/cost _coniro system is developed, PTO shouid pull

ogether a detailed document integrating all technleal

;;ues, schedules and costs related to the entire automation
effort.

Assigned to: Assistant Commissioner for Finance and Planning, PTO
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Action Steps and Completion Dates:

1.

Complete the revised Automation Master Plan which contains
the integration of all technical issues, schedules and costs
-- 08/17/85

Revise the Master Plan during the Departmental and OMB review
process to address any new issues which emerge -- 01/86

Prepare an annual update to the Master Plan -- 07/86

Plen for Implementing Recommendations of the
Report on Trademark Automation

An external performance audit of the T-Search system should
be conducted by an organlization such as PEDSIM. The audlit
should Include performance measurement under reailstlic
controiled load conditions. Boftware and hardware system
bottlenecks should be identified and documented. The audit
should result in specific recommendations for rov_l;g

l!‘

system performance and provide a baselline for evalua
possible system upgrades.

Assigned to: Administrator for Automation, PTO

Action Steps and Completion Dates:

1.

Meet with FEDSIM to discuss plans to conduct the study --
Completed

Complete the analysis for T-Search performance and capacity
-- 10/14/85

Evaluate the recommendations for cost benefit justificatjon
with A/C Trademarks -- 11/01 85

Obtain approval of ADP Coordinating Committee 11/01/85

The results of recent TRAM/PALM system performance testing by
the hardware vendor should be evaluated In detail. re
extensive, Independent testing and evaluation should be
performed if necessary. This testing should provide a basis
to improve the present system through elimination of hardware-
and software bottienecks, and should also provide a baselline
Tor consideration of possible major system upgrade.

Assigned to: Adrﬁinistrator for Automation, PTO

Action Steps and Completion Dates:

1.

Evaluate the results from the B7700 performance analysis
conducted by the hardware vendor in June and determine if
more extensive, independent testing and evaluation is
necessary -- Completed

Incorporate results from the full analysis in the long-range
decision-making process regarding current systems and the
integration of TRAM and T-Search -- 10/01/8S

An integrated trademark sutomstion requirements anmalysis
should be performed and documented. The resultlng document
should then be used, along with a detalied swmmary of the
funetionallty and performance of ecurren installed systems,
as input to a thorough identilicatlon and anaiysis of system
alternatives, This analysis should be completed prior to
development of upgrades of specifications for any majJor
Improvements or_upgrades to current trademark automation
systems,

Assigned to: Administrator for Automation, PTO
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Action Steps and Completion Dates:

1. Review current documents -- Completed

2. Develop integrated FRD and DRD and submit to Office of the
Secretary for review and approval -- 10/15/85

3. Prepere implementation plan -- 12/31/85

R-4 A continuing process, perhaps involving the existing

Trademark Configuration Management Board, should be
established for developing and documenting evolving
requirements for trademark automation and for incorporating
these changing requirements into the system development and
support process on a controlled basis.

Assigned to: Administrator for Automation, PTO

Action Steps and Completion Dates:

1. Review the charter of responsibilities for the TCMB to ensure
there is sufficient review and control over currently
evolving trademark requirements -- Completed

2. Make modifications to the charter, if necessary -- 09/20/85

3. Begin to present implementation plans for new trademark

requirements to the TCMB -- 09/30/85

R-S A risk assessment should be performed that addresses
requirements and threats relative to data Integrity and
system availability. This assessment should conslder

ossible risks through public aeceas to the system as well as
use by examiners, and should cover both aceldental as weil as
ntentional data loss or system failure. It should lead to

dentilication of failure modes and contingeney plans for
recovery from system fallures or loss of data. This

assessment will be a key input to the analysis of system
alternatives for lmprovlng frademark automation systems.

Assigned to: Administrator for Automation, PTO

Actions Steps and Completion Dates:

1. Conduct a risk analysis in conjunction with the updating,
integration and documentation of trademark requirements --
10/30/85

R-6 A plan should be developed and implemented for measuring the

effect of automation on the quality of the trademark
search/registration process.

Assigned to: Assistant Commissioner for Trademarks

Action Steps and Completion Dates:

1. Prepare draft plan for measuring the effect of automation on
the quality of trademark/search registration process -- 01/86

2. Circulate plan to PTO Executive Staff and incorporate
comments -- 02/86

3. Implement plan -- dependent on full use of T-Search by

examiners

R-17 The corrective actions already taken should be continued.

Assigned to: Administrator for Automation

Action Steps and Completion Dates:
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i1dentify and correct data errors resulting from missing
mandatory data elements in the TRAM and T-Search databases --
Completed

Identify and capture images missing from the T-Search
database -~ Completed

Issue report detailing current condition of database quality
and accuracy; two random samples evaluated -- 09/30/85

Assign missing design search codes -- 09/30/85 -

If necessary, prepare strategy for further actions to be
taken to correct the text database -- 10/15/85

A plan for continuing assurance of adequate data quality for
trademark automation should be developed and followed.

Assigned to: Administrator for Automation

Action Steps and Completion Dates:

1.

Conduct a review of the trademark database quality assurance
plan to determine if changes are needed. Solicit views of
Automation and Trademark personnel -- Completed

If necessary, incorporate changes ~- 09/03/85

Implement revised quality assurance plan -- 10/01/85



GAO Pindings

Commerce Management Team Recommendations

COMPARISON OF PINDINGS —- DOC AND GAO, AND ACTION PLAN

PTO/DOC Bessonse

R-1

The Trademark Advisory Committee should
be meeting more frequently to address
user concerns,

Review and recommendations by
October 18.

PTO should ider establishing other

formal advisory committees to address I
automation and other areas of concern to
user groups.

Charter due by Septemt-er 18.

o We also recommend that the

Secretary direct PTO to maintain
its manual trademark system until
the capabilities of its automated
systems are at least equal to the
manual systema.

We recommend that all parties recognize

the difference in professional expertise

and outlooks among trademark attorneys and
computer systems staffs, and accommodate
those differences in planning and communicating,

On-going.

R-4

PTO should take action to deal with the
problems and suggestions of the trademark |
users and attempt to crystalize the concerns
of the trademark associations.

(While the GAO 1. dation is not explicitly
addressed in these two DOC recommendations,
the report narrative discusses PTO's efforts

to clean up the trademark data bases by
September. In the interim, the manual system

is being maintained.)

Revlew and interaction with wer
groups by October 18.

We recommend that PTO submit a formal
organizational propasal for the Autbmation

Staff to the Office of the Secretary to .

preclude future adverse effects on personnel matters.

Proposal to DOC by January 15, 1986,

We recommend that a committee be established for
the Automation Project with responsibilities
similar to those of the 1990 Census Automation
Committee.

Underway. Committee to be established

by September 30.

R-8

Future plan submissions under the AMP
should be disaggregated to provide a fuller
discussion of the costs, benefits, alternatives
and scheduled objectives of the project.

Complete by October .

val
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COMPARISON OF PINDINGS — DOC AND GAO, ANIJ ACTION PLAN, CONTIRUED

GAO Pindings Commerce Management Team R endations PTO/DOC Response
o Reanalyze thoroughly the cost and R-7 PTO should complete its update to the Automation Complete by September 15.

benefits of PTO's trademark
automation activities and ensure
that any additional expenditures
are justified This analysis

should (1) include updated cost
information estimated according
to standard practices, (2) in-
corporate the views of Trademark
Office officials, and (3) include
support for the key assumptions.

o Review and, if necessary, revise
PTO's systems specifications to
ensure that all key requirements
to support the system’s use by
PTO personnel and by the Public
are met.

Master Plan before making automation selections.
The plan should state the current program ob-
jectives, performance requirements, and pro-
jected costs and benefits. We further
recommend that the plan be updated annually and
be specifically considered by the Coordinatin, i
Committee, the various boards, and the
automation group to guide the automation effort.

R-9

PTO should ensure that all future systems
requirement are properly documented and
communicated

Action plan by October 1.

R-10

T
We recommend that the Department's Office of
Information Resources Management should work
closely with PTO to ensure that all future re-
quirements documents are submitted and responded to.

Completed

R-11

We recommend that the Office of the Secretary

review the PTO procurement planning process and
provide assistance to PTO in developing a pro-

curement plan that provides an integrated approach for
all the procurements related to PTO's automation efforts.

Guidance to PTO by October 15. PTO

process in place by November L.

R-12

We recommend that the Department designate one
procurement manager to oversee the procurement
support for the PTO automation project.
Department oversight should be strengthened

Delegation due by September 30.

R-13

The Office of the Secretary and the PTO
should review all contracts for the
automation effort to ensure that adequate
cost and schedule controls are in place.

We also recommend that this review address
the adequacy of the procurement and
program support resources needed to
manage these aspects of the contracts.

Plan for contract review to be
implementsd by October 15. Review
Procurement resources dus by
November 1.

gel



GAO FPindings

!
COMPARIBOR OF PINDINGS — DOC AND GAO, AND‘A_CTION PLAN, CONTINUED

Commeree Management Team Recommendations

FTO/DOC Respocas

R-14

The Office of the Secretary and PTO
should take the actions needed to
eliminate the PTO practices that

have led to unauthorized actions by
PTO program personnel under the PTO
contracts. We also recommend that
the Office of the Secretary review
PTO's procedures on contract
administration to ensure they are
adequate.

Policy review and corrective
action by September 30.

Make all resonable efforts to
expeditiously and economically
acquire unrestricted ownnership
of the trademark data bases
obtained through the exchange
agreements.

Establish criteria for
determining when future ADP
resource exchange agreements
should be used and develop
procedures to ensure that these
exchanges comply with applicable
federal procurement regulationa.
Such criteria and procedures
should also require that PTO
thoroughly analyze the value of
future agreements and fuily
assess their impacts on PTO

and the public.

If PTO does not take steps to

implement the above recommendations
regarding exchange agreements, the
Congress should consider withdrawing
PTO's exchange agreement authority for
ADP resource acquisitions.

The Office of the Secretary should
Immediately provide PTO with the
advice necessary to remedy the
concerns GAO has with the Exchange
Agreements. We also recommend that
the Department thoroughly review the
actions PTO proposes to take address
those issues.

Guidance to PTO by September 17. PTO
action by October 1.

The Office of the Secretary should
review the PTO policies on the use

of Exchange Agreements against the
eriteria in the Grants and Cooperative
Agreement Act of 1978,

Guidance to PTO by September 17.
Revised policies by September 30.

921
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COMPARISON OF FINDINGS — DOC AND GAO, AND ACTION PLAN, CONTINUED

!

Commerce Management Team R mendations

PTO/DOC Response

R-16

We recommend that the Office of the Secretary
and PTO give their immediate attention to the
PRC contract. A joint Office of the Secretary/
PTO working group should be formed to completely
review all open issues with PRC management.
These include:

- Defining the work PRC is to do under the Iqontract.
This should include establishing the contract cost
baseline and technical benchmarks on a time-phased
and task-oriented basis.

- Establishing a technical progress/cost incurred
reporting system to manage the contract effort.

- Conecluding negotiations on the existing PRC change
proposals now under review.

The PTO should proceed to bring each Issue to conclusion,
reporting periodically to the Office of the Secretary.

Working group established by July 30.
Complete action plan for resolving
PRC issues by September 30.

Issue weekly status reports.

R-17

The Department should take immediate

steps to provide adequate data, through the
Management Service Center, to allow PTO and
other agencies within Commerce to reconcile
thelr cash accounts.

Completed

R-18

PTO should begin preparation of monthly
statements on income and expenses in standard
business formats. These reports should be
disseminated to PTO mangers and made available
on request to external users.

PTO should also develop annual profit and loss
statements and any other business-type reports
which are appropriate to its operations.

Implement 1st quarter PY 1986

Recommended format by Septamber 30.
Implement 1st quarter PY 1986
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COMPARISON OF FINDINGS — DOC AND GAO, AND ACTION PLAN CONTINUED

Commerce Management Team Recommendations {

PTO/DOC Rosponse

R-19

PTO should develop formal internal policies

on fees and develop plans whenever surpluses
occur detailing how and to what purpose they are
to be applied. These policies and plans should

be developed with client and Congressional
input.

Guidance to PTO by October 15.
Implement by October 30.

PTO should provide for annual validation of
the overhead rate beginning in PY 19886. |

Test methodology by November 15,

Once the revised Automation Master Plan (AMP)
Is developed by PTO and approved by the Office
of the Secretary and the PRC progrss/cost
control system is developed, PTO should pull
together a detailed document integrating all
technical issues, schedules and costs related

to the entire automation effort.

Include in AMP for submission
with budget by September 18.

Institute for Computer Sciences
and Technology Recommendations

An external performance audit of the T-Search
system should be conducted by an organization
such as FEDSIM. The audit should include per-
formance measurement under realistic controlled
load conditions. Software and hardware system
bottlenecks should be identified and documented
The audit should result in specific recommenda-
tions for improving system perform.?nce and pro-
vide a baseline for evaluating possible system
upgrades. .

Audit by October 1. Submit
recommendations to DOC for

' approval by November 1.
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COMPARISON OF FINDINGS -- DOC AND GAO, AND ACTION PLAN, CONTINURD

" for Comp Qed

and Technology Recommendations {

PTO/DOC Respoose

The results of recent TRAM/PALM system per-
formance testing by the hardware vendor
should be evaluated in detail. More
extensive, independent testing and evaluation
should be performed if necessary. This
testing should provide a basis to improve

the present system through elimination

of hardware and software bottlenecks, and
should also provide a baseline for consid-
eration of possible major system upgrade. \

Incorporate evaluation results
in long-range decision process
by October 1.

An Integrated trademark automation require-
ments analysis should be performed and
documented. The resuiting document should
then be used, along with a detailed summary
of the functionality and performance of
currently installed systems, as input to
a thorough identification and analysis
of system alternatives. This analyals

leted prior to devel t
of speeillcntiom for any major Improve— 1
ments or upgrades to current trademark
automation systems.

Submit documentation to DOC for
review by October 15. Prepare
implementation plan by Docember
3

A continuing process, perhaps involving the
existing Trademark Configuration Management
Board (TCMB), should be established for
developing and documenting evolving require-
ments for trademark automation and for
incorporating these changing requirements
into the systems development and support
process on a controlled basis.

Modlfy 'I‘CMB ch.tar lr necessary
and impl by Sep 0.
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COMPARISON OF FINDINGS — DOC AND GAO, AND ACTION PLAN, CONTINUED

Institute for Computer Sciencea

and Technology Recommendations

PTO/DOC Response

A risk assessment should be performed that
addresses requirements and threats relative
to data integrity and system availability.
This t should i possibl
risks through public access to the system
as well as use by examiners, and should
cover both accidental as well as inten-
tional data loss of system failure. It
should lead to identificetion of failure
modes and contigency plans for recovery
from system failures or loss of data.

This assessment will be a key input to

the analysis of system alternatives for
improving trademark automation systems.

Risk assessment completed by
October 30.

A plan should be developed for measuring
the effect of automation on the quality
of the trademark search/registration
process.

Prepare and implement plan by
FPebruary 1986.

The corrective actions already being
taken should be continued

Complete by October 15.

R-8

A plan for continuing assurance of
adequate data quality for trademark
automation should be developed and
followed

Prepare and implement plan by
QOctober 1.
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COMPARISON OF FINDINGS — DOC AND GAO, AND ACTION PLAN, CONTINDRD'

t

5 for Ci Py

and Technology Recommendations

PTO/DOC Resporse

Until the Secretary is satisfied

that PTO has appropriately

reanalyzed the costs and benefits

of PTO's trademark automation and

reviewed the systems specifications,

the Secretary should also require that

any significant procurement actions
trademark automation efforts,

including new procurements as well as

modifications to or renewals of existing

procurements, undergo Departmental review

and approval. This should include

hange agr t procur 8

(This GAO recommendation is implicitly addressed
in a number of DOC/ICST recommendations that
that concern strengthened Department oversight
in systems and procurement activities as well
impeovements In the PTO planning, systems
development and procurement operations areas.)

To ensure appropriate oversight, we
recommend that the Secretary of
Commerce review and approve PTO's
response to the above recommendations
to assure that they are properly
implementsd.

(implicit in the acceptance of the report by
DOC and PTO management and the joint
development of an action plan to implement
all recommendations.)

181
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16. Q. You indicated in your testimony that in initial .
exchange agreements equal value was exchanged even
though no value was placed on an agreed-to public access
restriction. Why was no value placed on the public
access restriction? Does including the restricted
public access in the valuation alter the value that PTO
received from the exchange agreement? If PTO buys out
the limited public access part of the exchange
agreement, does this mean that PTO received much less in
the bargain?

If the buy-out costs over $3 million, how will you
obtain the additional funds for the buy-out?

In retrospect, has the use of exchange agreements in
this case been worthwhile and/or justified, considering
the Government time and expense involved and the public
outcry related to the agreement provisions?

A. The procedure used to value the exchange items bagically
involved the recipient placing a value on what was
received. The exchange partners did not place a stated
value on such limitations as were provided, even though
the limitations were an important consideration during
their negotiations. Without such restrictions, the
exchange partners would not have been willing to invest
substantial sums, which the Office estimated in 1984 to
be $3.18 million, to create and provide data which in
turn would be used to compete with them in their primary
business of providing automated trademark data services.
No value was placed on allowing these limitations since
the issue did not arise, as such, during the discussions.

* In retrospect, had the issue arisen, we would not have
been able to offer then, or now, an amount of value for
such restrictions - only the exchange partners could do that.

The PTO would not have a bargain if the buy-out price to
be paid for removing the restrictions objected to by the
public exceeds the commercial cost of developing it
under some other arrangement. Although a precise buy-
out price has not yet been negotiated, based on prelimi-
nary negotiations, we believe it will not exceed $1.2
million, or approximately $2 million less than the $3.2
million cost estimate cited above. OMB has apportioned
$2 million from excess trademark user fees to fund the
buy-out. Should the cost of the buy-out be higher, we
will request additional funds be apportioned.

We believe that the exchange agreements were worthwhile

and justifiable. However, if we had it do over, we

certainly would have approached the exchange agreements

in a totally different way in view of the public outcry

about the restrictions in the agreements and the Con-
gressional expressions that these agreements were procurements.

17. Q. The House Report on P.L. 96-517 indicated that major
capital acquisitions -- for example, computer mainframes
-- should be accomplished with appropriated money. I
understand that you are leasing your computer equipment
rather than acquiring it by purchase. While that might
technically be within the letter of the report, does it
comply with the spirit of congressional intent?

A. The PTO believes it did comply with fee legislation and
the spirit of Congressional intent in acquiring hard-
ware, software, and other computer services with a mix
of appropriated taxpayer funds and user fee revenues.

From a purely technical point of view, we base that
statement on the following:

1. Those sections of Public Law 96-517 dealing with PTO
fees and §upding, i.e., Sections 2, 3, and 5 were
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superseded by new fee legislation enacted on August 27,
1982, as Public Law 97-247.

2. Neither the Public Law 97-247 or its legislative
history imply restrictions on the use 9f fee income
or incorporated restrictions from Public Law 96-517.

3. The institution of statutory (subsections 4l(a)
and 41 (b)) patent fees and the elimination of
specific percentages of cost recovery, were also
taken to indicate that restrictions on the use of
patent fee income no longer apply. Section 41(d)
also removed any reference to a specific percentage
of cost recovery for patent service fees. A simi-
lar reference to trademark fee recovery percentage
in section 31 of the Lanham Act was also deleted by
Public Law 97-247.

From a Congressional intent point of view, the Congress
has enacted three appropriations since FY 1982, each of
which approved our spending both fees and taxpayer
monies as we had requested to procure the automated
system components that have been installed.

From a business point of view, we believe the leaséng
approach is preferable to an outright capital acquisi-
tion for the following two reasonsg:

1. Outright purchase of systems requires large expen-
ditures of up~front funds, for which sufficient
revenues do not exist and which would not be pru-
dent until the pilot test in Group 220 is complete; and

2. Outright purchase would restrict the PTO's ability
to modify and enhance specific hardware components
as technology improvements and cost reductions occur.

Was there any agreement between the Administration and
users that any surplus in fees would be used to:

a. improve PTO services?
b. reduce fees for the next three year cycle?
¢. reduce the level of appropriations?

The PTO believes that there is a direct relationship
between recent user fee legislation, Public Law 97-247,
and our responsibility to the public. After this
legislation was passed, we characterized the law as, "a
bargain between the Administration and those whom we
serve to bring about significant and lasting improve-
ments in the Office." (See, Remarks by Gerald J.
Mossinghoff to the Section on Patent, Trademark and
Copyright Law of the American Bar Association, August 7,
1982.) while the legislative history does not
expressly provide a policy for the use of the so-called
"surplus® fees, it would not be unreasonable to con-
clude that the surplus fees should be used in whole or
in part to fund PTO improvements or reduce fees for the
next 3-year fee cycle. The hAdministration has not
established formal gquidelines on using these fees, but
we are drafting such guidelines.

When you testified before the Committee you said that
"there has been a fair and even-handed treatment all
the way through not only in the Patent and Trademark
Office but also in the courts.® Yet former Patent
Commissioner Schuyler, appointed by the Court as a
Special Master, concluded that the Patent Office had
not examined Newman's application ®"on its merits in
accordance with usual practices?® If Mr. Newman had
received the "fair and even-handed treatment® you
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claim, then why would the court have felt it necessary
to send the claim back to the Patent Office to be reconsidered?

I'm told that a PTO attorney caused a false sworn
declaration to be filed in the U.S. District Court.

The declarant subsequently recanted, saying he was told
by the attorney to make the original false statement,
knowing it to be false. Has any disciplinary pro-
ceeding been instituted?

A. Mr, Newman has received "fair and even~-handed treat-
ment® in our Office and the courts. Initially, an
examiner, who is considered an expert in his area of
technology, rejected Mr. Newman's claims on statutory
grounds. This rejection was affirmed by our in-house
expert tribunal, the Board of Appeals. 1In its opinion,
the Board clearly articulated the statutory basis for
rejection and cited respected scientific sources such
as Scientific American for support. We do not believe
that either the Board or the examiner acted in an unu-
sual or arbitrary manner.

We do not agree with Mr. Schuyler's allegation that we
deviated from normal practices. Nor do we understand
the court's precise rationale for remanding the appli-
cation to the PTO. Whatever the basis for remand,

the PTO complied with the court's requirement to assign
a different examiner and to reconsider Mr. Newman's
application in light of Mr. Schuyler's report. Upon
reconsideration, a new examiner made numerous objec-
tions and rejections. In reviewing the Office's
action, the court stated that the PTO had, "given
proper attention to the patent application, as I
intended them to do following the report of the special
master...."

We have no evidence that a PTO attorney knowingly
"caused a false sworn declaration to be filed."

Therefore, we do not plan to institute disciplinary
proceedings. i

We assume that your question refers to a declaration and
an affidavit (copies attached) signed by Mr. Lawrence E.
Wharton. In the declaration signed on May 24, 1984,

Mr. Wharton concluded that, "I cannot agree with his
(Mr. Zimmerman) conclusion that Newman's motor operates
at greater than 100% efficliency." After receiving
further information about the invention from Mr. 2Zimmerman,
Mr. Wharton signed an affidavit on Augqust 1, 1984, in
which he states, "Assuming the three elements of infor-
mation, supplied by Mr. Zimmerman..., are correct 1
obtain an energy output of approximately 6 watts and
efficiency of greater than 600%." While the affidavit
of August 1 reports a different view, it does not con-
tain any indication that the first declaration was

known to be false when it was made.

EXHIBIT 4
STATUTQRY DECLARATION
Pursuant to 28 U.S.C. §1746, Lawrence E, Wharton of 540
Calvin Lane, Rockville, Md., 20851, declares as follows:

Personal Qualifications:

I received a B.S. in Physics ('69) and a Ph.D in
Physics ('76), both from the University of Maryland. My

graduate research was in the field of statistical physics,
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which is a discipline relevant to evaluation of energy
generation systems.

My pertinent work experience includes research assignments
at the University of Maryland and the University of Michigan,
both for NASA, and my present work since 1980 at the Goddard Space
Flight Center, Greenbelt, Md., as a NASA Space Scientist. This
work hat entailed extensive electrical circuit analysis and

application of electromagnetic theory to space plasma physics.

The Newman Disclosure and Zimmerman tests:

. Jere W. Sears, attorney for defendant in Newman v.
Mossinghoff, Civil Action 83-0001 D.D.C., has supplied me
with copies of application for patent Serial No. 179, 474,
filed by Joseph W. Newman (henceforth "Newman®) on August
18, 1980, and an affidavit of S. Mort Zimmerman, executed on
May 9, 1984, and submitted on Newman's behalf [Newman's )
Exhibit 1, accompanying his motion for summary judgment;
Appendix D accompanying Newman's reply to PTO opposition to
said motion]. I have read these documents. Sears hAs asked
me to comment on the tests of Newman's motor made by .
Zimmerman and the conclusion stated by him regarding
efficiency in excess of 100%.

While Zimmerman relates construction details for a
succession of motor prototypes, generally similar to
Newman's Fig. 5 without a secondary coil, I note that he has
substituted either a manual or electric relay switch for the
shaft operated commutator in Newman's disclosure. This
represents an additional energy input which may be
signficant where the main battery input is small, e.g. 0.9
watt as set forth by 2Z2immerman (p. 9). Therefore, for

(Bny accurate assessment of energy input, I would expect the
energy drawn by the switch relay coil to be included. I do
not find any indication that Zimmerman has done so in his
only specific calculations (p. 9).

Where those calculations of Zimmerman are concerned,
ah inconsistency is apparent. If the 55 volt rectifier
output is impressed across a 10,000 ohm test resistance, the

current through that load could only be 5.5 ma in accordance



136

with Oohm's law, It is not apparent, therefore, how
2immerman could measure 10 ma through that resistance.

Zimmerman only refers in his afficdavit to use of "a
simple fPll wave rectifier circuit" (p.9), not necessarily
the full wave rectifier shown at the bottom of page 24 of
his notebook. However, if that rectifier were employ;d and
connected directly across his motor coil, as shown for the
half wave rectifier on the same page, then a significant
d.c. component from the battery will pass through the
rectifier., 1In these circumstances, it is important that the
battery current be measured when the rectifier circuit is
loaded by the test resistance. Otherwise, the increased
current drain on the battery during loading of the rectified
circuit would not be included in the input, as it should be,
‘Zimmerman does not state that his battery current was
measured while the rectifier was loaded by the test
resistance. In short, for this additional reason, the input
power calculated by 2Zimmerman may be too low.

It is assumed here that the 10,000 ohﬁ test resistance
employed by Zimmerman (p.9) is other than the two 10k 4
resistances that constitute part of his full wave rectifier
(p. 24 of notebook). It is possible, of course, to
effectively short the output terminals of the rectifier by
connecting an ammeter across them and measure current
through the rectifier resistors. Eowever, this modifies the
circuit and makes it necessary to employ a second ammeter to
measure battery current simultaneously. 2immerman does not

mention use of two ammeters.

Conclusion:

For lack of more specific information concerning
Zimmerman's test, and for the foregoing reasons, I cannot
agree'with his conclusion than Newman's motor operates at
greater than 100% efficiency.

I declare under penalty of perjury that the foregoing

1
is true and correct.

Dated: m:za 3'1', 198Y an.w.vm £ Charoa

Lawrence E. Wharton
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* AFFIDAVIT

On May 24, 1984 I made a satutory declaration raising certain questions
concerning an affidavit of S. Mort Zimmerman, executed on May 9, 1984, in
support of litigation brought by Joseph W. Newman concerning patent .
application No. 179,474.

In subsequent telephone consversations with Mr. Zimmerman .1 have received
information which has answered some of my questions. The relevant elements of
this information is given below:

1. The rectifier was loaded by placing a 10K resistor accross the
output.

2. The DC current through this ocutput resistor was measured to be 10
MA.

3. The input power was measured simultaneous with the loading of the
rectifier and was .9 watts.

Assuming this information to be correct, I draw the following conclusion.
It is clear that a substantial portion of the output power is dissipated in
the two 10K resistors in the rectifier circuit. This power must be regarded
as part of the total output power as circuitr elements could be substituted for
the resistors which preform a desired task but had the same electrical effect
as the resistors. For example a light bulb could be substituted for a
resistor. Therefore the efficiency of the device is in substantial excess of
100Z.

1 have derived an expression for the pover dissipated in the resistors
but it involves an integral over the Fourier power spectrum of the voltage
from the coil applied accross the rectifier circuit input and I do not know
this power gpectrum. Therefore I cannot accurately evaluate this power. I do
believe, however, that it is reasonable to approximate this integral by the
zero frequency result. The zero frequency limit is trivially found to be:

P, = 6P,

where P, 15 the total power dissipated in all 3 resistors and P, Ls the power
dissipated in the load resistor. We note the result

a
P =R CIZ> 2R _CID
where R 1s the load resistance, I, is the load current and the brackets
denote the time average. Therefore using the measured average current to
calculate the power provides a lower bound on the power.
I conclude then that:
P 2 6R.CILD> .

Assuming the three elements of information, supplied by Mr. Zimmerman and
listed above, are correct I obtain an energy output of approxima:el.y 6 watts

and an efficiency of greater than 600 X .

I swear that the sbove statements are true and accurate to the best of my

jﬂ«%—« Sl

LAWRENCE E. WHARTON v

knowledge.

Sworn to and 'subscribed befor me on this lst day of August, 1984,
eyt

rﬂotory Public
PR .
12
Y

y Comission Expires: /(//
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Recently several serious concerns were brought to my
attention by the officers of the Patent Office ’
Professional Association. The Association maintains
that you violated not only an arbitrator's initial
award, as interpreted by the Pederal Labor Relations
Authority (PLRA), but also the arbitrator's final
award. Please comment.

The initial award and the final award of the arbitrator
referred to appears to be the awards of April 10, 1984,
and May 20, 1985, respectively, of Jacob Seidenberg.

In 1981, the PTO had indicated to the Patent Office
Professional Association (POPA) that it wished to
renegotiate the collective-bargaining agreement between
them which had been in force since 1972. 1In 1982, the
PTO and POPA began to bargain over the ground rules for
negotiating a new basic agreement. In early 1983, the
PTO requested the services c” the Pederal Service
Impagsses Panel (PSIP). In mid-1983, FSIP directed the
PTO and POPA to mediate/arbitrate the matter. A
mediator/ arbitrator, Jacob Seidenberg, was selected
and hearings were held. On April 10, 1984, Seidenberg
issued a Decision accompanied by a Ground Rules
Agreement. This initial award directed the parties to
bargain for five calendar months under prescribed con-
ditions. Following further negotiations, on May 20,
1985 Seidenberg issued a “Final Decision and Award®.
This final award indicated that the PTO and POPA should
continue bargaining in accordance with the relevant
terms of the April 10, 1984 Ground Rules Agreement and,
under appropriate circumstances, either party could
invoke the use of the PSIP.

On June 7, 1984, I notified POPA that the PTO was no
longer obliged to comply with the provisions of the
April 10, 1984 agreement that were not relevant. POPA
alleged an unfair labor practice under chapter 71 of
title 5, United States Code. The alleged violation was
that the PTO had not continued all the provisions of
the Arbitrator's final award. One provision in dispute
is whether the Office must continue to permit six em-
ployees to act for POPA on a full-time basis indefi-
nitely, whereas, the award, which the PTO accepted
voluntarily, limited such activity to a five-month
period of negotiations.

On August 27, 1985, the Regional Director (Region III)
of the Federal Labor Relations Authority notified.POPA
that his investigation failed to £ind sufficient evi-
dence to establish that the Patent and Trademark Office
had committed an unfair labor practice. This notifica-
tion by the Regional Director supports management's
position. A copy of the notification is attached.

For a fuller understanding of the details of the nego-
tiation between the PTO and POPA, attached are copies

of an exchange of correspondence on this matter between
Senator Mathias and me, dated June 28, 1985, and July 17,
1985, respectively, as well as the detailed response of
the PTO to the unfair labor practice allegation of POPA.

The Association proposes that you suspend the implemen-
tation of your memo of June 7, 1985 until the initial
arbitrator’'s decision is overturned either by the
Regional Director of the FLRA or further along in the
appeals process. How would this proposal affect the
operation of the PTO?

Your question is phrased in terms of the Arbitrator's
initial decision being "overturned® by the FLRA. What
was before the FLRA was whether we had violated the law

~ Y
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by my interpretation of the Arbitrator's final award.
As explained above, it has been determined by the
Regional Director (Region III) of the Federal Labor
Relations Authority that his investigation failed to
find sufficient evidence to establish that the PTO has
committed an unfair labor practice. Had the POPA
proposal been adopted it would have permitted the con-
tinuation of the use of official time at the rate of
more than 12 employees working full-time for POPA at
the cost of over $500,000 a year. It would also pre-
vent the PTO from implementing new Federal regulations.
We did not agree to the POPA proposal because we
believed we would be derelict in our responsibility if
we were to allow POPA to continue to expend public
funds in this fashion and to block new Federal regula-
tions.

The Patent Office Professional Association maintains
that by taking away most of the official time they need
to carry out their representational duties, you are
threatening their continued viability. Would you
pleagse comment.

POPA is a union which has chosen not to affiliate with
any national union and has a treasury of $86,000.. It
has chosen also to have a very low dues structure
(although much of its membership is at a GS-14 level or
higher) and to not use any paid representatives. Our
insigstence on POPA following the official time provi-
sions in the existing agreement until it negotiates a
new arrangement in no way impairs POPA's viability.

All we have done is to reduce the abuse of Government
funds and time and to insist on POPA using the collec-
tive bargaining process to get what it wants. When it
is recognized that POPA's bargaining unit consists of
only 1,350 professionals located in a common site and
performing fairly similar duties, the time which POPA
previously negotiated is generous rather than restric-
tive. Again, as mentioned above, the Regional Director
did not find sufficient evidence to establish that the
PTO had committed an unfair labor practice.

Please be assured that our objective in dealing with
the Patent Office Professional Association is to reach
agreement. To that end, we made a proposal to resolve
the differences in a six-month period. Details of our
proposal are found on the last page of my letter to
Senator Mathias.
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UNITED STATES DEPARTMENT OF COMMERCS
Patant and Tredemark Office

Address : COMMIBSIONER OF PAT TRADEMARKS
vhd*mwmncllmenn‘uo

JUL s 1935

Mr., S. Jesse Reuben

Regional Director

Federal Labor Relations Authority
1111 18th St., N.W. 7th Floor
P.0. Box 33758

Washington, D.C. 20033-0758

Re: Patent Office Professional
Association ULP Charge and
Request for TRO
Case No. 3-CA-50396

Dear Mr. Reuben:

This is in response to an unfair labor practice charge filed
against the Patent and Trademark Office (PTO) by the Patfnt
Office Professional Associlation (POPA) on June 24, 1985, The
charge alleges that the PTO has "declared it would not comply
with the provisions of the arbitrator's Ground Rules award."
POPA claims not only does PTO's interpretation of the award
consitute an unlawful unilateral action but also that POPA
will suffer such irreparable harm that a temporary restraining
order (TRO) is warranted.

« ULP Not Proper FPorum to Resolve Disagreement

The present contentions by POPA stem from a May 20, 1985
decision by Arbdbitrator Jacodb Seildenberg that the parties
should continue to bargain in accordance with the "relevant
terms” of his earlier April 10, 1984 Ground Rules Agreement.
On June 7, 1985, the Acting Commissioner of the PTO 1ssued his
interpretation of the Arbitrator Seidenberg's award,
apecifying his view of which provisions are "relevant." POPA
disagrees with PTO's view of which terms are "relevant"” and,

- therefore, which terms continue.

The above statement by itself should make it clear that 1if
POPA disagrees with PTO over which Ground Rules provisions
continue, it can go back to the Arbitrator or can file a -
grievance and seek a determination by another Arbitrator.
Such contentions do not constitute the basis for an unfair
labor practice charge. In order to understand why POPA does
not want to go back to the Arbitrator and why PTO's actions
are fully justified, 1t 13 necessary to recount the rather

lengthy and frustrating effort by the PTO to negotiate a new
basic agreement.

1POPA's charge 1s dated May 29, 1985, prior to the
alleged unlawful act of June 7, 1985, The charge is certified
to have been served on June 24, 1985 and was received by the
PTO on June 26, 1985. -
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Relevant Background

1. The current basic agreement is a 1972 document which the
parties from time to time have amended or supplemented

on matters which POPA deemed important, such as broadening the
scope of the grievance procedure when the Statute broadened
the scope previously sllowed under Executive Order 11491, The
Commissioner of the PTO, on October 21, 1981, provided notice
to POPA that the Office wished to terminate the old agreement
and to replace it with a successor agreement. He requested
that the parties meet within 30 days to begin bargaining on
ground rules.

Thereafter, POPA began a series of stalling techniques which
peraist to thia very day. On November 20, 1981, POPA's then
President responded that the union could not select its
negotiation team until the Office explained the problems and
concerns that motivated the request to negotlate a succesaor
agreement (Attachment A). Upon the Office's submission of its
explanation, POPA took a month to respond on January 12, 1982,
that "It is premature to negotiate ground rules before either
party.submits a substantive proposal,® adding that such
negotiation would proceed quickly "when both parties have a
substantive proposal on the table®™ (emphasis supplied)
(Attachment B). POPA's letter concluded:

We also request that you reconsider your
notice of a desire to negotiate a new basic
agreement. Major negotiations are usually
confrontational proceedings. The Office's
programs can be launched more effectively
in an atmosphere of cooperation rather than
confrontation.

2. Negotiations, however, appeared imminent when POPA
agreed to fold into the pending bargaining sessions another
matter of great concern to PTO. That matter was the June 10,
1981 halt of use of official time by POPA that was not
specifically granted by the collective bargaining agreement.
POPA convinced PTO 1t not only had to negotiate on impact and
implementation of the enforcement of the PTO's rights, but
alao that it had to first negotiate grounds rule to do so.
The parties met 16 times on ground rules and finally reached
impasse. Mediation by the Pederal Mediation and Conciliation
Service was unsuccessful until the negotiations were merged
with the "imminent” basic agreement negotiations.

3. At the time, PTO had not realized that it had been
through a trial run for the marathon in which it is now
engaged, despite the forewarning in the POPA newsletter, In a
front page editorial, POPA claimed that PTO's proposals posed
many new problems for the union and its constituency. It went
on to warn that "as a result, (of the threat seen by POPA)
these negotations should last for many years" (emphasis
supplied) (Attachment C).

4. It was not until September 23, 1982, that the parties
first met to negotiate ground rules although POPA had yet to
submit 1its basic agreement proposals - even though ground
rules negotiations had been delayed for almost a year because
POPA wiewed 1t as necessary for both parties to preaent their
basié agreement proposals. Such proposals by POPA were
claimed to be "imminent".

5. When POPA showed up with seven members compared to
PTO's six negotiators, PTO refused to grant official time for
more than six. POPA contended that PTO had a nine-person team
and POPA should be entitled to the same numbers. When PTO
explained that 1t had a team of six plus three alternates,
POPA responded that the Statute made no distinction between

Q
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alternates and regular members. Thereupon, as if on cue,
POPA's team left the table as a group,?

6. POPA returned to the bargaining table for ground
rules discussions on October 26, 1982. Thereafter, the
parties met 15 more times, usually for not more than two
hours, through January 11, 1983. PTO requested meetings to be
held more frequently and for a longer duration, but POPA
persistently maintained that 1t could not take away the time
from matters of greater urgency to its membership.

7. This was followed by unsuccessful mediation over

ground rules on January 20, 1983 - the twentieth meeting of
the partles,

8. After PTO requested, on January 21, 1983, the
assistance of the Federal Service Impasses Panel, POPA for the
first time requested that PTO set forth in writing 1its
allegations of non-negotiability. POPA did not tie 1its
request into any specific proposals. Inatead, it asked for
PTO to identify all POPA ground rules proposals believed to be
non-negotiable (Attachment E).

9. On February 14, 1983, POPA filed a petition for
review of negotiability i1ssues (Attachment F). Although PTO
identified the question of overtime paild to POPA negotiators
as the only 1ssue of non-negotiability, POPA attempted to
ensure that some legal 1ssue would endure by raising
negotliability 1ssues on proposals that PTO did not contest.
Since any agency, under normal circumstances, is foreclosed
from claiming non-negotiability at a later time and since POPA
had nothing to gain from presenting to the FLRA for
determination proposals not in contest, POPA clearly had to
have had in mind some other benefit to be derived from
creating additional i1ssues. The attendant circumstances
strongly indicate that the benefit POPA hoped to derive was
that a genuline legal 1issue could be found which could further
delay the inevitable: ground rules for negotiating a basic
agreement. In the alternative, PTO could be cowed into
proceeding into negotiations on the basic agreement without
ground rules. Consequently negotlations, unencumbered by
ground frules, could go on for years as predicted in 1982 by
POPA in 1ts newsletter (Attachment C).

10, Now having set up negotiability3 as an obstacle to
resolution of the impasses by the FSIP, POPA, on February 25,
1983, requested the PSIP to decline jurisdiction. It cited as
the primary reason that "Threshold Issues of Negotiabllity
Have Been Raised."™ POPA appeared to further threaten that 1if
negotiability was not enough to set a bar, POPA would flle a
_ULP charge against the Office, too (Attachment G).

11. On March 23, 1983, the last day of the six-month
period for filing, POPA filed a ULP charge, reciting among
other things that the actions of the Office on September 23,
1982 had intimidated and chilled the union in the exercise of

2PTO filed an unfair labor practice charge, alleging the
walk out was illustrative of a planned approach by POPA to
frustrate the bargaining proceas. The charge was dismissed
without any investigation, by the FLRA Regional Office, of
events leading up to the walk out. Similarly, there was no
consideration of subsequent evidence confirming POPA's pattern
of surface bargaining. The FLRA General Counsel upheld the
dismissal, indicating he had given no consideration to the
evidence which had been ignored by the Regional Director
(Attachment D),

3The case number 1s ONG-806.
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its rights. The dates involved speak for themselves as to
POPA's strategy and the primscy of the issues raised.

12. Since POPA's arguments to the FSIP that it ehould
decline or defer jurisdiction continued to be unsuccessful
(although they did achieve a considerable delay, particularly
when 1t is realized the impasse was over ground rules), POPA
raised another impasse (on a midterm bargaining 13sue) as one
which needed to to be resolved by the FSIP. POPA did not ask
the PSIP to give quick attention to the new impasse in 1ts own
right. Instead, POPA asked the FSIP "to redirect its
consideration of the parties (sic) dispute over a ground rules
issue” and to give the later impasse priority attention over
the earlier case (Attachment H).

13. On May 25, 1983, the PSIP directed the parties to
proceed to mediation/arbitration on the ground rules impasse,
but POPA resisted efforts to select a mediator/arbitrator, as
indicated by the June 20, 1983 letter from PTO to the PSIP
(Attachment I).

F
14, Never short on effort, on June 30, 1983, POPA asked
the PSIP to reconsider 1ts May 25, 1983 order (Attachment J).

15. The parties finally met with Arbitrator Seidenberg on
August 1, 1983. Again POPA appeared with a nine-person team
and the resolution of the matter of team size consumed almost
the entire morning. Just prior to the hearing, POPA on July
20, 1983, amended its ULP charge to add to its March 23, 1983
charge an additional issue which was "inadvertently omitted.”
POPA then asserted that the matters alleged in the ULP charge
and before the PLRA as negotiability issues should bar the
Arbitrator from continuing. At the request of Arbitrator
Seidenberg, the parties were requested to brief the issue of
further deferring the proceedings.

) 16. On August 24, 1983, Arbitrator Seidenberg issued an
interim order to resume proceedings (Attachment K). At this
point in this never ending saga, 1t was obvious that further
proceedings would be protracted, punctuated with legal
disputes, and spread out over a long period of time due to
POPA's "other" obligations. That is what did occur, with
hearings taking place on October 11, 1983, November 17, 1983,
and January 11 and 12, 1984, Pinally, after the Arbitrator's
ceding to POPA's insistence upon prolonged periods for filing
of briefs and reply briefs (which PTO requested need not be
filed), an Arbitration award issued on April 10, 1988, During
this time POPA finally presented its bargaining proposals, |

17. Arbitrator Seldenberg's award set forth ground rules
establishing a five-month period to negotiate. POPA filed
exceptions and sought to stay the decision, The Authority, in
15 FLRA No. 184 (Attachment K), rejected POPA's contentions on
August 31, 1984,

18. After unsuccessfully seeking reconsideration from the
Authority, POPA finally met on October 30, 1984 to discuss the
proposals of both parties, However, POPA presented
"corrected™ proposals and once again insisted upon having
eight members at the bargaining table. Both parties submitted
the issue again to the Arbitrator and he again told POPA it
was not entitled to more than six representatives at the
bargaining table,

31¢ was not until September 7, 1983, that the PLRA
indicated that the ULP charge would not act as a bar to the
matter before the Arbitrator (Attachment L). POPA ultimately
"withdrew" the charge on or about June 9, 1985,



144

.19. Subsequently, POPA engaged in other acts designed to
enmésh the parties in controversy. However, POPA refused
to go back to the Ardbitrator, and one of those controversles
81x months later was alleged to be a ULP. It is presently
before the Regional Director as Case No. 3 CA-50346.

20. After the parties concluded five months of meetings,
usually three days a week of 7 1/2 hours each day, the parties
had agreed upon only the preamble and Article I (Recognition)
out of over 30 articles. Portions of several other articles
were agreed upon and the parties were still on Article IV.

21. The parties were then to await an adjudication by
Arbitrator Seidenberg on what should occur next. In the
interim' the parties negotiated for two weeks but 4id not
advance beyond Article IV, because POPA added four totally new
sections to its proposals on that Article. On May 10, 1985,
Arbitrator Seidenberg conducted a hearing which resulted in
his May 20, 1985 determination that he lacked the authority to
bring the negotiations to a close.

22. The parties have continued to meet three times a
week, but the parties are still on Article V. Although POPA
claims that the parties are going through a *"first pass", 1t
.insiasts on bargaining to impasse each sentence and refuses to
move on to the next section. POPA has added numerous new
sections to its proposals and sometimes has insisted on
dwelling on them for at least several weeks,

The Merits

1. POPA maintains that it 1s entitled to 40 hours of
official time for each union representative engaged in
negotiations. On page 26 of PTO's brief to the Arbitrator,
before he decided the Ground Rules (Attachment N),
indicated it would be willing to give full-time orricial-time
status to the union negotiators for the period of a cap, Now
that there is no cap, PTO believes it 18 not odbliged to :
convert the status of six employees to full-time POPA
offlcials. When such negotiations can go on for an extended
period, PTO bellieves 1t 1s contrary to "an efficient and
effective Government®™. This 1s the standard set forth in 5
U.5.C. §7101 as the basis for interpreting the Federal Service
Labor-Management Relations Act. In this regard, the Authority
should be aware that PTO and POPA in 1981 started mid-term
negotiations on performance appraisal and have yet to complete
those negotiations.

It should be noted that although PTO believes it 1s no longer
obliged to give preparation time in any amount to POPA, it has
indicated its willingness to give POPA a weekly l4l-hour block
¢f time., Thus, if POPA were to volunteer to have only three
reprgsentatives come to the bargaining tadble, a maximum of 72
hours 18 consumed., Thus, POPA could have three other
representatives using up to 72 hours in the aggregate for
preparation or could use some other combination with the three
representatives at the table., Regardleas of whether or not
PTO's view would be sustained by an arbitrator, PTO's actions
can hardly be viewed in the draconian union~busting terms used
by POPA to claim a blatant unilateral action to warrant the
issuance of a ULP complaint. Moreover, there is no statutory
right to preparation time. ’

2. POPA maintains that Section 2(f) of the Ground Rules
should continue to preclude changes from being made by
during the pendency of negotiations. On page 20 of PTO’'s
brief to the Arbitrator (the aforementioned Attachment M), PTO
indicated its willingness to have imposed upon it such a
requirement if it were limited to the capped period. Here,
too, continuation beyond the capped period must be viewed as
contrary to "an efficient and effective Government™, _~
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particularly in view of the extended time which negotiations
will continue unless POPA suddenly shifts its tactics.

3. There is nothing in 15 PLRA No. 184, the FLRA's
dismissal of POPA's exception to Arbitrator Seidenberg's first
ground rules award, which in any way sanctions POPA's
interpretation.

4. POPA does not desire to go back to Arbitrator
Seidenberg for vindication of its claimed rights because it
knows it not only will lose, but it also may get language that
will sanction PTO taking steps beyond those presently
proposed. Arbitrator Seldenberg clearly views the
negotiations as going on for a period far beyond an additional
six months. He tried, unsuccessfully, to persuade POPA to
accede to impasse resolution. (See Attachment N) Moreover,
he had already told POPA that:

a. 1its claim of past practice are "some what suspect";

b. he does not know of any agency which has had such a
long period without negotiating a new contract;

¢. the number of appeals by POPA pertaining to those
negotiations are "legendary";

d. what has occured thus far "does violence to all my
experience, and I've been involved in protracted ex-
periences®;

e. bargaining cannot be allowed to frustrate the
commonweal,

Irreparable Harm

1. A party which 1s threatened with irreparable harm would be
expected to move with great haste to prevent disaster or even
the shadow of such impending doom. On June 11, the day 1t
received the Acting Commissioner's interpretation of
Arbitrator Seidenberg's award, POPA placed a phone call to
arrange a meeting. The next day, POPA was given the
opportunity to meet with him that day dbut instead put off the
meeting until Wednesday, June 19, 1985. Obviously, POPA did
not view there was a need for a quick meeting, though the
‘Acting Commissioner was due to go out of the country on

June 21,

2. The irreparable harm alleged by POPA is that 1t will have
"insufficient time"™ to perform its representational duties
because PTO is insisting on POPA being limited to the official
time spelled out in the existing agreement, namely up to eight
hours for preparation and "reasonable” time for presentation.
POPA contends this threatens its very survival, Even if one
were unaware that POPA represents a unit of 1375
professionals, who are homogeneous and located in a common
complex, POPA's claims obviously go past even the bounds of
exaggeration or hyperbole. It is difficult to see how any
union would be unable to function satisfactorily under such
conditions. POPA claims it will be more than impaired; it
will be destroyedl

PTO does not deny that POPA representatives may have to spend
some of their own time on occasion in order to assiduously
perform their duties. Even if PTO were not an agency in which
the professionals have relative ease in arranging their hours
or being allowed to do work on overtime on their own request,

51¢ should be noted that the Arbitrator is the former
chairman of the Federal Service Impasses Panel.
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it 1is hirdly life threatening to POPA if there are times when
enployees must perform union duties on other than official
time.

POPA further alleges that the fact it has no professional
staff justifies a claim of irreparable harm. Why should
POPA's self-imposed retraints give 1t speclal rights? It has
" chosen to not affiliate with any national union. This does
nét give 1t the right to be subsidized by PTO beyond what 1t
has obtalned through negotiations. POPA has also chosen to
keep its dues down to $2.00 a pay period even though the
average member 18 a GS-13 or GS-14. Members of the
non-professional unit at PTO, represented by the NTEU, pay
higher dues despite their lower salaries, Nevertheless, POPA
has a treasury of over $85,000. Yet it claims that it has the
right to determine not to pay professional staff and thereby
transfer the financial obligation to the PTO which will have
to absorb a half million dollars in lost time, as presently
projected for the present fiscal year if current official time
usage were to continue. In a time when PTO, like any other
agency, is faced with severe budgetary constraints, it 1is
difficult for PTO to not insist on its contractual rights. It
is particulary difficult for PTO to not demand to exercise its
contractual rights previously insisted upon in June 1981 but
which were held in abeyance upon the promise of the

. renegotiation of the entire agreement. It 1s now July 1985
and POPA not only claims it has the right to bar such
enforcement, but also that it will suffer irreparable harm!

CONCLUSION

From the history which has been recounted, it should be
obvious that POPA is once agaln trying to justify 1its
unwarranted actions by accusing PTO of wrongdoing. Since 1t
has been unsuccessful in the past (although successful in
continuing its deep freeze on negotiations) it has escalated
its cries even higher. The claims of "irreparable harm"
should give no higher weight to such contentions, If POPA
desires to contest PTO's interpretations, it should seek
arbitration. It should not be allowed to continue to abuse
the processes of the FLRA. .

If POPA believes it should have more official time, its
recourse should be through collective bargaining and not
through litigation.

Sincerely,

Hugh D. Jascourt, Chief
Office Of Labor Counsel
Patent and Trademark Office
P.0O. Box 2942

Arlington, Virginia 22202
(703) 557-3643

Enclosures
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Certificate of Service

This certifies that the attached response to an unfalr
labor practice charge, with attachments, in Case No. 3-CA-50396
was served as follows on this date:

By hand delivery to:

Mr. S. Jesse Reuben

Regional Director

Pederal Labor Relations Authority
1111 18th Street, N.W., Tth Ploor
Washington, D.C. 20033-0758

By certified mail, return receipt requested to:

Marni E. Byrum

Attorney at Law

Suite 708

2009 N. Pourteenth Street
Arlington, Virginia 22201

Ronald J. Stern
President
Patent Office Professional Assoclation

Box 274S
Arlington, Virginia 22202
hulE 5, 1985

ate
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OClathn Post Offce Box 245, ArlingtonVirginta 22202

To:  Gerald J. Mossinohoff, Date: DNovember 20, 1981
COnmxssxoneﬂof Palénts .

ané Trad 2:)‘/5/‘
ézz; 0
From: Alan P. Douglas, AL
President, POPA

Subj: Management's Concern with the Basic Agreement

Your request to renegotiate our basic agreement is surprising.
In the past, through our frequent contacts with management, we
have a]\-avs sohc:ted comments and concerns in regard to our
Lasic agreement, but we have had no indication of any dis-
satisfication with it.

Alshovch we assumed any problems vouv were having would have
been adéressed during our several current negotiations, we
welcome your formal contact and stand ready teo institute what-
ever changes would lead to the stronger patent examination
system desired by all of us,

Ve sugoest that $in order to make future negotiations more
productive than we have currently experienced in the per-
formance appraisal area, you communicate to us the nature of
your problems and concerns so that we may intelligently pick
a team from our membership that will be able to help you re-
solve your problems expedxnous]y

Novel 2 55 PK'BI
1t TLCINT

e

-4
v
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Offi J
1Ohice
Ooat].orl Post Office Box 2745, Arlington.\'i:g%niz 22202

Janusry 12, 1962

TO: Gera2lé J. ;Kossinghotf
Conmitsjoner of Patents and Tredemzrke

FROK: E6vwerd S. Baver ‘ /ﬁ
POPh President ?4/%%/ L

SUBJECT: Negotiations for a new basic agreement

This is in response to your memorandum of December 3, 1981
to Alan P. Douglas concerning negotiations for & nev basic
agreenent,

- Our extension agreement of October 24, 1975 stztes, in the
relevant portion, that "negotiations on a new basic agreenent
shall begin two (2) months after either party submits a proposal
to the other party, but no sooner than ... ten (10) months from
the anniversary date of any one year extension.”

This laznguage from the extension agreement, as well 25 our

_recollection of the discussions during negotiations, indicate

that one party shovld submit a proposal for a rnew basic agreement
before actual negotiations would begin.

It is premature to negotiate ground rules before either
perty submits a substantive proposal. Until such & proposal is
submitted, we will not know when negotiations can begin. Until
we receive your actual propossl so that we can eppreciste the
nagnitude of the specific changes you wish to meke, we will have
no understanding of how much time negotiztions will require. ~ ¥e

" .would also want to appoint to our negotiating team people whose .

interests coincide with the specific areas that you wish chance
in our basic agreement. When both parties have a substantive .
proposal on the table, ground rule negotiations usvally proceed

.quickly. For exzmple, it took only one session to conclude

the. ground ruvle negotiations for our performance appraisel
hegotiations.

We 2lso request that you reconsjder your notice of a desire
to negotiate a nev basic agreement. Major negotiations are:
vsvally confrontational proceedings, The Office's new programs’
can be launched more effectively in an atmosphere of cooperation
rather than confrontation. This f{s a time for working
constructively toward achieving our common goals. '

Préeccinny Renereantatinn lhe Patery Prrdeccinnale
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Newsletter

Volume 82, Number 7

September, 1982

WELCOME NEW EXAMINERS

POPA was orgmued in 1963 10 provide s u.ruhed bal:

tion statistics in cvaluating patent

force to 71 ‘s i hasis on produc-
i hasj Jted ip rewasds for superfi-

cial professionals and ;tmlnes for the moredd.rgcm and comclenuous.

s, POPA repr i ! by iati g agree-

As the exclusive representative of the Fatent pr

wments on working conditions, by handling gricvances for our membeu, and by advocating pn!mu that are in the

Best interest of the patent profession.

Current Negotlauons

Onz of POPA’s most cfective fupctions as an em-
ployce rep ive is 10 negotiste wiitien agree-

ments with management. !n dleu nt;ouanons, POPA |

strives 10 create 8 pr
in which employees can take pride in ‘their work and
in which employecs are trested fairly and with secagni

agement is asking for mmmum ﬂen’bxhry 10 select
whomever it wants.
¢ Performance Appraisals
Over the past two years, pcrlormnnu appraisal
negotistions were s cznm] vehicle in POPA'- cffarts
i for

tion for theis contributions.

» NewBasicAgeement

We have just begun negotiations for s pew basic
speement. As :xp]u.nrd in our last Newsletter, man-

‘s proposal makes no pt 10 resolve any
existing problems and in fact creates many new prob-
lems. As a sesyly, these negotiationg thould last for
many years, The FOPA basgaining team is composed
of Ed Wojcicchowice, Chief, Ron Stern, Lasry Oresky,
Ray Johnson, Gary Auton, Hirzam Bemstein, Bob Tup-
per and Bob Wasden. They aze all available 10 you for
any questions or suggestions you might have.

In sddition, POPA is engaged in 8 number of mid-
term negotistions which result fiom managemcnt-in-
itiated changes in working conditions o from statut-
ory changes. These negotuuons are carried on by sepa-
1ate teams and include:

= Sclection Procedures for Acting Examincrs-in-
Chief .

In these negotistions, POPA has proposed s selec-

tion procedure based upan meric principles. The POPA

proposal stresses the use of panel reviews of s recendy
written examiner's answer, a trial decision written for

s pending appeal, and interviews fos general scientifie .

ability, along with wiitien examinstions in patent law
and credit for experience in pneunn; patent hw Our

to
rather than for mpuﬁud petfunnwu. Mnmgtmenl
has challenged the nt;ombxhry of many of our propo-
sals as violating management’s desire to contyol the

" performance sppraisal process. Awards and procedures

for denying within-grade inczeases and uking other
disciplinary sctions are the issues thet ase currendy
being negotisted. The assistance of Federal medistors
has not resolved the diflerences between the pariies.
The peoposals will be submitied shortly to the Federal
Service Impasses Panel for resolution.

* Space Realloeation )

These negosations cover the impatt of the move of
classification 10 Crys1al Square, moves within Crystal
Plaza due 10 the impending recrganization and space
pmbln:m sesulting from |.b: large influx of pew cx-

POPA js negotiating for private offices, suffi-
cicnt space for all, and corn;znunon for the time ured
for moving andfos the extrs time required 10 do the job
when employees must travel geates distances to use
search files and 10 see othes cxaminers.

* New Rules Resulting broin Passage of H.R. 6260

Since the new nules provide that extensions of tirse
can be panted retroactively mesely by paying a fee, an
exanines’s nomoal flow of abandonments and coo-

ions will be disrupted. POPA has proposed ad-

p-oroul deernphasizes criteria such as the of
previous details, scademnic degrees and swards. Man-

o the producti nt system to

¥ t
u]:c into these di 5

o
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i \ UNITED STATES OF AMERICA
{ W FEDERAL LABOR RELATIONS AUTHORITY
\.-. J $00 C STAZET SW. ¢ WASHINGTON. D.C. 20624
= _

OFFICE OF THE GENERAL COUNSEL

Hugh D, Jascourt

Labor Law Counsel

U.S. Department of Commerce
Patent and Trademark Office
P.0. Box 2942

Arlington, VA 22202

Re: Patent Office Professional
Association
Case No. 3-C0-20030

Dear Mr. Jascourt:

Your appeal from the Regional Director’'s refusal to issue a complaint in the
above-named case, 1n which it was alleged that the Charged Party violated
section 7116(b)(5) and (8) of the Federal Service Labor-Management Relatfons
Stagute, has been considered carefully.

In agreement with the Regional Director, ft was concluded that firther
proceedings on the instant charge are unwarranted. The charge slleges
essentially that the Charged Party's conduct {n terminating a ground rules
negotfation sessfon after a dispute arose between the parties over the
composition and number of members authorized for the Charged Party’s
negotfating team was violative of the Statute and represented the
"culmination" of tactics in which the Charged Party had engaged to avoid its
bargaining oblfigations.

The investigation disclosed that on October 21, 1981, the Charging Party
requested to enter Into negotiations for a new basic agreement. In the
memorandum transmitting that request, the Charging Party designated efght
individuals “as the bargaining team for these negotiations,” two of whom
were 1isted as "alternates.® After some preliminary correspondence between
the parties, the Charging Party forwarded {ts bargaining proposals to the
Charged Party on July 30, 1982, and noted that, pursuant to a 1975 extension
agreement, negotiations for the new basic agreement would be scheduled to
begin on October 1. In an August 16 memorandum to the Charging Party, the
Charged Party named an e{ght-person negotiating team but designated no
alternates. On September 14 the Charged Party sim{larly submitted ground
rules proposals providing inter alia that an efght-person bargaining team
would represent each side but making no distinction between “alternates® and
“members® on the teams. By memorandum dated September 21, the Charging
Party replaced one of the six "members™ of the negotiating team designated
in fts October 21, 1981, memorandum and added a third "alternate.” In s
separate memorandum, also dated Septeaber 21, the Charging Party's chief
negotiator advised the Charged Party that “*[olnly the six members from each
team should be present for the negotfations.® On September 23 the parties
net for their first ground rules negotfation sessfon. A six-person
bargaining team represented the Charging Party. The Charged Party,
represented by a seven-nesber team, explsined that {ts eighth menber was on
leave. The parties discussed for approximately one hour whether "alternate”
tean members should be present at the ground rules sessions but reached no
agreement. The Charging Party then announced that the Charged Party's
seven-person team could remain at the bargaining table but that one of {its
seven team members would not be given officfal time. When the Charging
Party asked the Charged Party to select which of its tean members would not
be on official time the Charged Party refused and the Charging Party made
the selection. The Charged Party thereupon terminated the negotistfon
sessfon. Four days later, the Charging Party filed the instant charge.
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Contrary to the contentions in your appeal, an examination of all the
evidence presented by the Charging Party, or otherwise indepepdently
developed, during the investigation of this case fafls to support the
allegation that during the perfod covering the above described events the
Charged Party deliberately engaged in fmproper bargaining tactics or
otherwise acted inconsistently with its bargaining obligations under the
Statute.

Accordingly, your appeal is denfed.1/

For the General Counsel,

}incere'ly, A :
A “/ /

.

C RAZD

. 7

Richard A. Schwarz ( é, /M
Assistant General Counsel for Appeals ol

cc: Regfonal Director, Regfon 3 ~

Edward Wojcfechowicz, Director ol; Unfair Labor Practices, Patent Office
Professional Assocfation, P.0. Box 2745, Arlington, YA 22202

I/ In reaching this decisfon on your appeal, no consideration has been
9iven to your supplementary submissfon of material and arguments relating to
events occurring after the Regfonal Director's decisfon not to fssue a
complaint in this matter.
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To: D.J. Stocking Date: January 25, 1983
Cbhief Spokesperson

PTO Negotiating . Team.

Pros: Edward J. Wojciechowicz
Chief Spokesperson
POPA Negotiatinog Team

Subj: Request for Iritten Allegaticn of Non-\egotlability

During the course~of-the groundrules negotiations.jor_aﬂnew basic
agreempent, members of tbe PTO negotiatiog team indicated orally
to the POPA negotiating team that several sections of the POPA
proposal appeared to be coantrary to law, Goverament-wide rTule or
regulation and Commerce Departaent regulation and ‘thatf ‘as a Tresult,
thePTO ‘would not bargain on these itens. Attached to this letter
is the amended POPA proposal which wras submitted to—tbe PTO team

on January 20, 1983, at tbe Federal Mediation and Conciliation
Service.

= a2ccordance with 5 C.F.R. 2425.3, you are requested to idectify
sny porzions of the POPA proposal that are aoa-negotiable aad to
provide POPA with a written zllegation that the duty to bargain
in gool faizh does not extend t0 these items.

CertiZicate of Service

1 bereb} certify tbat, op Janguary 25, 1983, I served, by CERTIFIED
XAiIL, a copy of the attached Request for Yritren lllegation of
‘Non-hegotiability, <4ncluding-exbibits to:

Lalcolm B2ldridge

Secretary of Commerce
Department ‘of Commerce
¥ashipngton, DC 2C230

and I.served, in person, 2 copy wiih exbibits to:
Gerzld J. Mossinghoff

. Commissioner of Patents
and Tradeparks .

4521‘1L~17,;«3¢c1<4;x~—«—-°_*

SCT2ra . 2xs1ecnsTiss
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PETITION FOR REVIEW OF NEGOTIABILITY ISSUES e, .
P %
A

This is & petition for reviev of the Agency's allegation that portions
of a proposal by the Patent Office Professional Association (POPA) are not
vithio mansgement's duty to bargain. Sections 2(f£), 3, 4(c), 8 and 10 bave
been alleged to be non~pegotiable. POPA believes these sections constitute
negotiable subject matter. :

Tbe negotiability issue in this petition is not involved in an unfair
labor practice charge filed by POPA.

Background

On September 23, 1982, the Patent Office Professiosal Aésociation
(POPA) and the Patent and Tradenmark Office (PTO) commenced negotistions-for
& nev Basic Agreement., HNegotistions hegan oa the issue of ground rnles and
to.dste have dealt solely with the groundrulea proposals. POPA's current

- groundrules proposal is attached bereto as Exhibit A. The secticns at
issue here are part of the Exhibit A proposal.

On January 25, 1983, POPA submitted to the Agency a request for a
vritten allegation of non-negotiability (Exhibit B) with POPA's current
proposal attached thereto. The Agency responded on January 28, 1983
(Exbibit C) by stating that it had no obligation to "identify
pegotiability™ unless POPA identified in a vritten statement vhich
proposals mede during cediation vere not vithdrawn, The Agency thes
proceeded to sllege that Sections 3 snd 4(c) of the current POPA propossl
vere noo~oegotisble. On January 31, 1983, POPA responded, stating that the
proposal sttached to POPA*s January 25, 1983 request for allegations of
non~negotiability was in fact POPA’s current position (Exhibit D), The
Agency replied ou Pebrusry 3, 1983 (Exhidit E) by refusing to identify aay
other nca-segotisble sections fo the current POPA proposel uatil PCPA
disclosed vhat its final submission to the Federal Service lmpasses Panel
would be. A» the sbove correspondencs indicates, POPA has made a proper
<zaquest for sllegations of non-vegotisbility and has given the Agency suple
opportunity to mske avy sdditiousl allegationt concerning the remaining
sections of tbe POPA proposal. Bince tbe Agency has not provided any
wvritten allegstions of nob-negotiability concerning the remaining sections
of the POPA proposal vithin ten (10) days sfter receipt of POPA's written
request for such allegstion, POPA, in accordsnce vith 5 CFR 2424.3, is
including io this petition for reviev the additiocal sections of the POPA
proposal for vhich orsl allegstions of noo-negotisbility bave been made
during the course of negotiations.

The Agency bas provided vritten allegations that tbe folloving
sections are considered non-negotiadle.

Sgction 3, Time

In accordsmce vith psst practice {a the PTO, all POPA bargsining team
mesbers, if othervise in s duty status, shall be authorized a reasonadle
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spount of officisl time to perform sll necesssry and relevsst activities
relsted to tbese pegotiations. For those mecbers of POPA’s bargsining tesn
who aré engsged ip activities related to these negotistions outside of
their tegular work bours, they shall be on cozpensated overtime or
compensatory time status, st the election of the ecployee.

Hepning of the Section

This section sets forth the scope and smount of officisl time
sutborized to the POPA bargsining tean oembers for performing activities
gelated to the basic cootract pegotistions. It suthorizes s reasovable
soount of official time for preparation snd actusl negotistions thst occur
duriog duty hours and it autborizes coopenssted overtime or compensatory
tine vhen sucd activities are perforoed outside the mormal work hours.

The intent of this section is to: (1) clearly state the past practice
of autboriting s reasonable samount of official time to POPA bargsining team
pembers for all activities related to segotisticns performed durinmg duty
bours; and (1) suthorize compevsstion to POPA bargaining team mecbers for
such sctivities ¥hen they are performed outside of their regular work
bours. This section is not intended to overcome any ststutory or
govermment-vide sggregste compensation limitations vhich may spply.

Section 4, Schedule

c¢. 1f oegotiations extend beyond 300 hours the schedule will be
podified to sdd paid overtime or cospensatory time sessions on Saturdays.
Both POPA and the PTO recogonize that such paid overtime and compensatory
tice osy be suthorized by reasoo of tbe fact that all time spent by tbhe
POPA tegotisting teas in actusl segotiations comstitutes official duty
tice. Any cocpepaatory time earned cat be used only after & nev hasic
agreenent is signed. POPA tesn mezbers may sccrue and use luch
conpensatory time vithout limitatios.

Kesning of tbe Bsctien

This section sets forth s schedule for incressing the pumber of
oegotistioo sessions, suthorizes compensstion for the added sessions, and
states the limitations on the use of accrued compensstory time. It sllove
the sddition of vegotiation sessiovs on Saturdays after 300 bours of
vegotistions. It suthorizes compecsated overtime or compsnsatory time at
the election of the empleyee for such eessions. It restricts the use of
spy compensatory time so esrned to after the basic comtract has bsen
signed. It allovs POPA tesn members to sccrue such compeosatory time
without limitatioo and to catrry earned compensstory tinme indefinitely
vithout any restrictioo as ‘to hov quickly such tice must be used,

H LY

The intent of the section is to: (1) provide & means for. expeditiog
the negotistions by adding sdditionsl segotistion sessions; (2) autborize
cocpensation to POPA teax members for attending such sessions; s8d°1(3)
zestrict the use of any such sccrued conpensstory time to sfter the signing
of the oev bssic agreement to furtber expedite negotistions. This section
is oot intended to overcome any ststutory or ;overn.mnt-vide aggregste
conpensation linitations wbich may apply.

During the course of the negotiations, the Agency has orally iodicated
that the following sections appesr noo-pegotiable; hovever, the Ageocy has
oot cade 2 vritteo sllegation of non-negotiability coocerning these
sections.

ection 2 teodavce, Priorities, and Other Fegotiat

f. Except for chaoges in vorking conditions macdated by statute or
govercnent-vide regulstion, negotistions u;ndxn; xwplct and
iwplenentation of futore cabsgement changes in vorking cooditioms will be
conbioed vith these negotiations oo a nev basic agreement., Macagenest
recognizes {ts obligation to defer implementation of such proposed changes
wotil a oev basic agreement {s signed, except vhere irmediste
implemsotation is required by an overriding cn;anq. Yoz exauple,
nu;muz Tecognizes that no overriding en;ency existas vith respect to
sutomation sod that avtocation of the PTO constitutes s significant impact
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on vorking coﬁditioulAth:t vould preclude implementation until negotistions
on a nev basic agreenent are concluded. .

Keaning of the Section

This section requxtcl th.t for tbe duration of basic agreement
negotiztions, all negotxlt;on. oo the substance of and impact and
izplementstion of changes in working conditions which are proposed by
zmanagenent durxng basic agreement nezotxltxons. sust be cozbined vith basic
agreenent pegotiations. When changes in vorking conditions are required by
ststute or govermment—vide rule or regulstion, pegotistions on these
chanres vill be conducted sepzrate and apart fron bssic agreement
tegotistions, 2nd will beve priority over basic egreement negotintion{.

The Agency vill defer fuplemectation of sny smansgement foitfated
roposed chenges until a nev basic agreenent {s signed, except vhere
. !ll!“ltl toplenentation is requizred by an_overriding exigency. This
section also recogoizes the proposed sutomation of the FI0 as the type of
managenent initisted change o vorking conditions vhich givea rise to »
bargsining obligation and doss ot require icmediste {mplementation.
Negotiations on the proposed automation would thus be combimed with besic
agreecent negotistions and fmplementation of the proposed sutomation would
be deferred unti) the nev bssic agreexent is sigoed, _

Section 8, Attendance at Hediution

The Commissioner and th: President of POPA vill perlonally attend. 21l
nediation sessions held under the auspices of the FMCS,

Meaning of the Section . It
This section specifies attendsnce at FMCS.

The inteot of this section is to expedite the negotiations by
requiring that the decision makers for each side attend all medistion
sesaions at FMCS,

§ection 10. Signing of the Agxrecwent

The nev basic ngreenent shall not be binding on eftber party until- the
POPA President and the Commissioner of Patents snd Tredemarks hsve signed
the sane, bowever, the Cozxissioner may only disapprove the pev basic -
agreement on the basis that it is contrary to lawv or ;ov-rnnent-v;de rule
or regulatioca.

Meaning of the Section

This section linits the Commissioner's review of any agreement reached
by the negotisting teass to questions of conflict with lev and
govertment~vide rule or regulation.

It “is intended that the Commissioner may mot disspprove any agreement
‘reacbed by thg oegotiating teacs oo the basis of substance or desirability.
Hor can tbe Cormissioner disapprove any agreement reached by the
negotisting teans on the basis that it is contrsry to Departmentsl or
Agency rule or regulation.

RN

Ronald J. Sters
President, POPA

Edvard J, VWojciechovics

Chief Spokesperson

Patent Office Profelsxonnl Alsocia:xon
P.0. Box 27453

Atlizgton, Virginia 12202

€203). 557-27¢8
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List of Exbhibits:

A = POPA*s Current Proposal

3 = Javuary 23, 193] Request for Vritten Allegstion of Mou-Negotlsbility
€ - Jaouary 28, 1983 Allegation of Roo-Regotisbility

D - Jaouary 31, i983 Letter of Clarification

E - Februsry 3, 1983 Agency Relusal to Provide Purther Written Allegstion

CERTITICATE OF SERVICE

”>z
T bereby certify that on Februsry 31, 1983, I lcnedw&d-m-ﬂ--k
<or in person 8 copy of the attached Petition for Reviev of Negotiability
I1ssues, including all exhibits, to the offices of:

Yalcols Baldrige

Stcretary of Commerce
Departnent of Commerce
Washington, D.C. 20230

Gerald J. Mossingboff

Cormissioner of Patents and Trademarks
Patent and Trsdeoark Office
Washington, D.C. 20231

Donley J. Stocking

Culef Spokesperson

Patest aod Trademark Office
Vashingten, D.C. 20231

.

Aot S Toppen

Robert 5. Tupper

Patent Office Professionsl Association
P.0. Box 2745

Arlington, VA 22202

51-688 O—85—=6
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. f'\SSOC]at]On Post Office Box 2M5, Arlington Virginia22202 340

February 25, 1983

Mr. Howard W. Solomon
Executive Director

Federal Service lmpasses Panel
500 C Street, SW

Washington, DC 20024

Attn: Ms. Gloria Crawford

Re: Department of Commerce
Patent and Trademark Office
Washington, DC, and
POPA .

Case No. 83 FSIP 39

Dear “r. Solomon:

This is the response of Patent Office Professional Association
(POPA) to the request for assistance submitted by the Patent and
Trademark Office (PTO). It is the position of POPA that the
Panel should decline to assertjurisdiction in this case for

the following reasons.

1. Threshold Issues of Negotiability Bave Been Raiséd

In the early stages of the negotiations, the PTO negotiating
team indicated orelly to the POPA negotiating team that several
sections of the POPA proposal (Exhibit A) appeared to be non-
negotiable. As a result of these oral allegations of non-
negotiability, on January 25, 1983, POPA submitted to the Agency
a request for a written allegation of non-negotiability (Exhibit
B) with POPA's current proposal attached thereto. The Agency
responded on January 28, 1983, (Exhibit C) by stating that 1t had
no obligation to "identify negotiability" unless POPA identified
in a written statement which proposals made during mediations
were not withdrawn. The Agency tben proceeded to allege that
S8ections 3 and 4(c) of the current POPA proposal were non-
negotiable. On January 31, 1983, POPA responded, stating that
the proposal attached to POPA's January 25, 1983, request for
allegations of pbon-negotiability was in fact POPA's current
position (Exhibit D). The Agency replied on February 3, 1983,
(Exhibit E) by refusing to identify any otker aon-negotiable
sections ip the current POPA proposal until POPA disclosed what
its fina)l submission to the Federal Service lImpasses Panel would
be. On February 14, 1983, POPA then filed a Petition for Review
of Negotiability Issues with the Autbority (Exbibit F¥) on-five
sections of the POPA proposal, whicb bad been alleged to be non-
negotiable, either orally or in writing.

The essence of the POPA position is embodied in the sections
of tbe proposal alleged to be non-negotiable. :The entire POPA
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proposal was carefully constructed so as to expedite basic agree-
ment negotiations while at the same time permitting .POPA to meet™
211 of its other representational duties. Since ad11-POPA  officials.
are volunteers and employees of the Agency, the provisions of the
POPA proposal alleged to pop-negotiable are necessary to -ensure
that POPA can continue to effectively represent its members

during the course of these pegotiations.

For example, Section 2 of tbhe POPA proposal would ‘ensure- that
all otber pegotiations requested prior to the start™of basic agree-
ment pegotiations would.proceed in an orderly fasbion,-while new
negotiations brougbt about by management initiated changes would
be merged with the basic agreement negotiations as long as imple-
mentation of the changes was deferred.

Likewise, each of the remaining sections serve to expedite
basic agreement pegotiations while at the same time protecting the
fundamental interests of POPA and its bargaining unit members.
Sections 3 and 4(c) provide the necessary time to conduct and
prepare for basic agreement negotiations along witb additional
negotiating sessions, without detracting from otber negotiations
and representational duties. Sections 8 and 10 of the POPA pro-
posal expedite these negotiations by providing decision makers
at medistion and by eliminating the possidbility of time consuming
copflicts nrising after the negotiators rencb agreement at the
table. L

Congress bas determined that collective bargaining is ip the
public interest (5 USC 7101). If the public interest is to be
truly served, it is essential that labor and management approach
the bargaining process as equals and that equality exist ip
reality as well as ip principle. Tbe POPA proposal provides for
that equality so that these negotiations can be conducted in an
efficient and expeditious manner witbout adversely affecting
otbher necessary labor-management functions witbin the PTO. ‘For
these reasons, these threshold issues of negotiability should be

resolved by the Autbority prior to the Panel asserting jurisdiction
in this case.

-

JI. Other Outstandipg Issues

In addition to the Petition for Review o0f Negotiability .
Issues filed by POPA, the PTO has filed an unfair labor practice
charge against POPA concerning these pegotiations. The Regional
Director has refused to issue a complaint in that case and the
Agency has filed an appeal which is pending before the General
Counsel. POPA 1s also preparing apn unfair labor practice charge
against the Agency on issues arising out of tbhese negotiations
and that charge will be presently filed with the Regioral Director.

I11. Current Positions of the Parties

The Agency's submission to tbhe Panel is misleading in
several respects and fails to accurately convey-the current posi-
tions of the parties in these pegotiations. 1In its request.to ..
the Panel on January 21, 1983, the Agency attached POPA's initial
proposal, completely ignoring the current POPA proposal which
was formally presented to the management team on January 20, 1983.
POPA's current proposal is attached to this paper as Exhibit-A.
Likewise, the Agency has failed to inform the Panel thet the
parties bave reached agreement and signed off on several sections
common to each proposal. Specifically, Sections 2(a), 2(d), 2(4)
and 8 of the POPA proposal corresponding to Sections 2(a), 2(b),
2(c) and 12 of the management proposal have been agreed to.
Obviously, the parties are not at impasse op these sections.
Furtbhermore, in its request for assistance, the Agency makes
several allegations with respect to POPA positions which are
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untrue. POPA policy is pot to prolong negotiations, nor have

its actions resulted in any delay in these negotiations. On

the contrary, it is the PTO which has delayed these negotiations
by erecting‘obstacles to negotiations in the form of preconditions
‘and by refusing to discuss all of the issues on the table. 1n
addition, the Agency misstates POPA's position with respect to
priority of negotiations and frequency of negotiations. POPA's
actual position is that other negotiations requested prior to

the start of these negotiations will take precedence. Since the .
parties have agreed and signed POPA Section 2(c), which is equiva-
lent to management‘'s Sectiob 2 (b), both parties agree that other
labor-management matters bhave greater priority over these nego-
tiations. Finally, POPA bhas not proposed to limit negotiations

to twice a week for two bhour periods.

IV. Management's Conduct during Negotintions

From the outset in these negotiations, the menagement team
hes refused to engage in any real bargaining on the actual proposals
" submitted by each party. Instead, the management team identified -
three concepts contained in the PTO proposal and in effect demanded
POPA acceptance of these concepts as a precondition to bargaining.
Specifically, the Agency demanded:

1) e cap or 1imit on the total pumber of hours the parties
could spend negotiating a basic agreement prior to mediation;

2) a schedule for negotiations which would have the effect
of preventing POPA from fulfilling its other representational
duties;

3) acceptance by POPA of an unconventionlprocedure for
resolving negotiability disputes, whereby the Panel would consider
all issues, even issues for which allegations of non-negotiability
had been made, prior to a formal review of negotiability by the
Autbhority.

'Baving established these preconditions to bargaining, the
management team refused to seriously discuss the POPA proposal, or
even the remaining sections of its own proposal, unless POPA agreed
in advance to these items. The management team explicitly stated
that if POPA accepted these three preconditions, then all other
issues on the table would be up for discussion and dbargaining.

Thus, POPA has never had a real opportunity to bargain during these
negotiations and the negotiations are "deadlocked' only in-the sense
that the Agency has steadfastly refused to engage in an open dis-
cussion and negotiation on all of the issues.

v. Portions of the Agencv Proposal Do Not Concern a Mandatory
Subject of Bargaining

Several sections of the PTO proposal do not concern a manda-
tory subject of bargaining as they do not relate to “conditions of
employment" within the meaning of Section 7103(a)(14) of the Statute. '
Specifically, section 1 of the PTO proposal requires POPA to waive.
its statutory right to be represented by a number of individuals
equal to the number of individuals designated as representing the
Agency. The PTO admits in Section 1 of its proposal that nine in-
dividuals have been designated as representing the Agency for these
negotiations. The PTO also acknowledges POPA's right to a nine
person bargaining team. BHowever, Section 1 of the PTO proposal
requires POPA to waive its right to utilize its full pumber of
representatives by limiting POPA to six hegotiators at the table.
POPA raised this issue at the first negotiating session on
September ‘23, 1583, and POPA bas not wajived its right to be repre-
sented by a nine-person team at tbhe bargaining table. Consequently,
POPA is not required to bargain to impasse over such 8 permissive
subject of bergaining.
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In addition, Section 10 of the PTO proposal requires POPA to adopt
an unconventional procedure for resolving vegotiability issues.
During bpegotiations POPA pointed out to the management team that
it would be bighly presumptious of the parties to dictate to the
Panel and Authority a radical procedure for resolving negotiability
issues. Furthermore, the procedures of other agencies such as the
Federal Services lmpassé Panel are determined by statute and regu-
lation and certainly do oot relate to '"conditions of employment"
witbhin tbhe weaning of Section 7103(a)(14) of the statute.

In addition, Section 10 of the PTO proposal in effect requires POPA
to waive its right to request the Panel not to-assert jurisdiction
in a particular case should the situation warrant. There are
situations, as in tbe instant case, where denying the union the
advice and guidance of the Authority at a point when it would be
meaningful in the process, before a final submission to the Panel,
could result in significant harm to tbe Union.

CONCLUSION

Inasmuch as there are threshold issues concerning the Agency's

duty to bargain on several sections of the POPA proposal, sections
which are critical in terms of POPA’s ability to function effec-
tively and fulfill all of its representational duties; and in view
of the fact that the PTO bas refused to bargain in good faith during
these negctiations and bas avoided substantive bargaining on a
majority of the issues on the table; and whereas portions of the
PTO proposal do not concern mandatory subjects of bargaining, POPA
respectfully requests that the Federal Service lmpasses Panel de-
cline to assert jurisdiction over this matter. :

Respectfully subomitted,

Elued). Stegerelrrs

Edward J. Wojciechowicz

Chief Spokesperson

Patent Office Professional
Association ’

List of Exhibits:

A - POPA's Current Proposal .

B - January 25, 1983 Request for ¥ritten Allegation of Non¢
Negotiability *

- January 28, 1283 Allegation of Non-Negotiability

- January 31, 1983 Letter of Clarification

- February 3, 1983 Agency Refusal to Provide Further ¥ritten

Allegation .
- February 14, 1963 Petition for Review of Kegotiability Issues

M HMOO

CERTIFICATE OF SERVICE

I hereby certify that on February 25, 1983, 1 served ;n
person a copy of the attached Response to the Federal Service
Ippasses Panel, including all exbhibits, to the office of:
Donley J. Stocking, Cbief Spokesperson, Patent:angﬁTradqm Tk
office, 'asbingtonr D.C. 20231«JM.«,M

cop of e Reoporat T th Wxﬁ.&.m&cﬁﬁw

Edward J. éojciecbowicz é

Patent Office Professional
Association

P.O. Box 2745

Arlington, VA 22202
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FEDERAL SERVICE IMPASSES PANEL roma
REQUEST FOR ASSISTANCE oua we. 3 meney

Ose May 12, 1883

INSTRUCTIONS: File an ofiginal and one copy of this R

with the Executive Director, Federa! Service impasses Pnnd |7:3 L3 Sl NW_ Wash-
ington, D.C. 20008. Als30 serve a copy of the Request (with attachments) on the other
party 10 the dispute and on the mediator, and submil & wrilten statement of 3uch service
10 the Executive Director.

1. This is 8 request to the Panel, liled under the Federa! Service Labor-A g f S and the
Panel's reguligtions, to: {Check one)
{a) G Consider s neg
@) O Approve 3 dinding arbitration p ¢ for tution of 3 neg
2 (s) Name ot Agency_U-S. Patent and Trademark Office
{b) Address Washington, DC 20231 Phone No. _957-2084
{c) Person to Contact _Sam Matthews Tive Chief Negotiator
-

3. (a) Name of Labor Organization Patent Office Prq!essional Association

(b} Address P.O..Box 2745, Arlington, VA 22202pnone No. _557-0112

(c) Person to Contact Gary Auton Title _C.h_i..ez_hsg.t.u_tﬂ_
4. Description of Bargaining Unit __All PTO Professionals except Trademark _

_ﬁmlessicm.a.lL

5. Number of Empioyees in Bargaining Unit_1200_  Date Labor Agreement Expires_Auto/Open

6. (=) ifitem 1(a)is ch.cimd attach a written submission ultlng forth (1) the issues at lmplun nnd requunng
party’'s : (2) the ber, length, and dates of negotiation and
‘ held; and (3) lhu namc and lddreu of the mediator.
{b) Ilitem t(b) is checked, attach & written submnu-on setting forth (1) the issues at impasse; {2) the number,
length, and dates ol negotiation and i heid: (3) the name and address o! the mediator;
{4) the issues (o be submitted to the arbitrator; (5) a that the pr to be L i to the 8rdi-
ator contain nO questions concerning the duty to bargain: and (6) the arbitration procedures {0 be used.

{a) Name of Individua! Fding This R Gary Auton tite Chief Negotiator

~

() Address P.O. Box 2745, Arlington, VA 22202 _ppgnenNo. 557-0112

(c) s‘qnalun_(l'jdﬁi QLL F"(—

8. if this is a joint fabor ¢
(3} Name ot Other Ingrnidust Filing This Request Title
(b} Address Pnong No.

c) Sig
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Patenipoffice
OCJatan Post Office Box 25, ArlingtonVirglnia 22202

May 12, 1983

Executive Director

Federal Service Impasse Panel
S00 *C* Street, SV¥
Washington, DC 20024

Dear Sir:

This is 8 request to have the Panel assume jurisdiction of the
impasse in negotiation of a Patent and Trademark Office (PTO)
reorganization and Personnel move which is to be unilaterally
implemented on May 13, 1983. 1In view of the urgency caused by
the Agency's intent to implement rather than negotiate, the Panel
i8§ further requested to redirect its consideration of the parties
dispute over a groundrules issue (case no. 83FSIP39) to this
emergency situation and give priority to this case.

On December 2, 1982, both the Agency and POPA negotiating teams
initialled off on an agreement (Exhibit 1). The December 2, 1982,
agreement contained an "Addenda,” the provisions of which sub-
mitted by POPA were to be further negotiated. On May S, 1983,

the Agency requested POPA to sign a waiver (Exhibit 2) as to the
Agency's current moves that "will proceed as planned." POPA's
response was to request that the Agency initial off POPA's Addenda
items{iOn May 10, 1983, the Agency submitted its first counter
proposal (Exhibit 3) to POPA. On the same day that the Agency
submitted its first counterproposal, the Agency also announced
that it has ordered implementation in 3 days for May 13, 1983.

At the close bf May 10, 1983, both sides agreed that the nego-
tiations were at impasse and jointly requested the assistance of
the Federal Mediation and Conciliation Service (FNCS). A media-
tion session was held at FECS on May 11, 1983, with no resolution
of the impasse.

The attached FSIP form 1 identifies the parties and the individuals
authorized to act on their behalf.

ISSUES AT IMPASSE AND SUMMARY POSITION

The issues at impasse are all those matters embodied in the POPA
proposal that are inconsistent with, or ameliorate the adverse
impact of Agency's unilateral implementation scheduled for May 13,
1983. The critical differences between the parties concerns the
method for calculating travel time and the time when the Agency
must advise unit members of their rights. The Agency's method

for calculating travel time involves a theoretical prediction versus
POPA's use of actual time spent. Note Agency's proposal number 6

is an attempt to reopen a clause of the agreement of December 2,
1982, which POPA considers not subject to renegotiation.

NEGOTIATION HISTORY

The parties commenced negotistions on March 12, 1981, and met
approximately 35 times through December 2, 1982, resulting in the
. agreement of Exhibit 1. Since December 2, 1982, the parties have
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met 11 additional times to negotiate on the addendum items in
Exhibit 1 and newly disclosed issues.

- On May 11, 1983, a mediation session was held for approximately

5 hours.with mediator, Mr. Emmett DeDeyne of the Federal Mediation
and Conciliation Service. The parties have held an additjonal
meeting on May 12, 1983,

REQUESTED ASSISTANCE

It is requested that the Panel resolve the deadlocked negotiations.
- In view of the Agency's stated intention to implement shortly, ‘it
is requested that the Panel expedite this case and give it priority

over the other pending case involving the Agency and POPA (Case No.
83FS1IP39).

CERTIFICATE OF SERVICE

1 hereby certify that on May 12, 1983, I served in person a
copy of the attached Response to the Federal Service Impasses Panel,
including all exhibits, to the office of: Sam Matthews, Chief
Spokesperson, Patent and Trademark Office, Washington, DC 20231,
and mailed by certified mail a copy of the attached Response to
the Federal Mediation and Conciliation Service.

2o (Aulre
oh

Gary Au

Patent Office Professional
Association

P. O. Box 2745

Arlington, VA 22202
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/.\ GENERAL COUNSEL OF THE
G

UNITED STATES DEPA
Werhingone, o.c.ana:E RTMENT OF COMMERCE

JUN 20 1983

Howard W. Solomon

Executive Director

Federal Service Impasses Panel
500 C Street, S.W.

Washington, 0.C. 20424

Department of Commerce
Patent and Trademark Office
Washington, D.C. and POPA
Case No. 83 FSIP 39

Dear Mr. Solomon:

00 June 2, 1983 you directed the parties to resolve the
above-captioned impasse through mediation-arbitration by an
outsdde third party. After we orally communicated with POPA
representatives and recefved no affirmative response on the
selection of an arbitrator, we sent on June 13, 1983, to POPA the
enclosed memorandum requesting POPA to respond by the close of
business June 16, 1983, To this date we have yet to recefve any
response other than repeated statements that POPA intends to
obtafn clarification of your June 2, 1983 letter.

The circumstances of this case leave little doudbt as to what will
happen if the Panel does not fmpose an arbftrator upon the
parties. To put this in context, this is a dispute over ground
rules! It is a case which dates back to a request made

October 12, 1981, by the Office to reopen a 1972 basic agree-
ment! Tt fs a case in which POPA did not appear at the bar-
gaining tabl§ until September, 1982. This case has been at the
Panel since January 21, 1983! It fis the same case which POPA
requested the Panel to put on “indefinite hold” uatil the Panel
resolved a subsequent impasse referred to you by POPA and now
nuobered as 83-FSIP-89. It 1is the same case over which POPA had
asked the Panel to refrain from asserting its jurisdiction.

We belfeve that the Panel should appoint- {mmediately an
arbitrator. We further belfeve, under the circumstances, it is
essential that the arbitrator has had experience in Federal
sector medfation-arbitration of {mpasses. He would prefer the
appointment of Edward Potter or Jerome Ross because of their
experience and their apparent ability to successfully obtain
resolution within a reasonably short period of time. We fear
that POPA would object to Richard Bloch on the basis of what we
are told his fee structure is for such cases.

We would appreciate 1t {f you would give thi -
s re
7:::1:::;t::n ;n :1:: of the factors previously g::::'::;ority
u e fac at we f{ ’
Joeery 31t " 0gs rst requested essistance on

Respectfully submitted,

Wt 0.

Hugh D.  Jascour
Labor Law Counsel

Enclosure
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UNITED STATES DEPARTMENT OF COMMERCE
Patent and Trademark Office

Addrass : COMMISSIDNER OF PATENTS AND TRADEMARKS
Washington, D.C. 20231

NI BRI )

Date:

To: Fdward Wojciechowicz, Chief Spokesperson
FOPA Negotiating Team

From: Donley J. Stocking, Chief Spokesperson

PTO Negotiating Team

Re: Department of Commerce
Patent and Trademark Office
Yashington, D.C. and POPA
Case No. 83 FSIP 39

SU/ﬁject: Selection of Med-Arbitrator

On June 2, 1983, the Federal Service Impasses Panel directed the parties to re-
solve the dispute referred to it on January 21, 1983, by engaging in mediation-
arbitration. Unfortunately, the Panel maintains no list of those third parties
who have utilized that particular method and, therefore, no listing of cases in
which such med-arbitrators have presided.

When ve spcke by phone earlier today, you suggested that 1 submit to you a list

of two or three individuals I think should be considered. As it turns out, there
are only three people residing in the Washington, D.C. ares who we are aware have

such experience. Their names, addrcsses, and phone nuzbers sre listed below:

Richard 1.'Bloch

4335 Cathedral Ave., N.W,
Washington, D.C. 20016
Tel: 636-1140

Edward Potter

Sujite 1200, 1015 )5 Street, N.W.
Washington, D.C. 20005

Tel: 759-8600

Jerome Ross

6651 Weatherford Ct.
Mclesn, Va. 22101
Tel: 356-1429

g vould appreciate it 1f we were to get together by the close of busincss
Thursday, June 16, 1883, to select a med-arbitrator. I am confident vhat-
ever clarification’is neecded about the authority of the ncd-a\bitrator will
be obtained by the time mediator-arbltration has commenced.
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M:en "r'ioce | Actacnment L

OC]atan Post Office Box 25 Arlington.Virginta 22202

June 30, 1983

Mr. Howard ¥. Solomon
Executive Director

Federal Service Impasses Panel
-500 C Street, SW

¥aghington, DC 20024

Re: Departmeat of Commerce, Patent and Trademark 6}21ce.
) ¥ashington, DC, and POPA
Cage No. 83 FSIP 39

REQUEST FOR_RECONSIDERATION

Dear Mr. Solomoa:

On May 25, 1983, the Panel determined that the issues in this
case should be referred to an arbitrator for mediation and in
the event that any issues are not resolved in mediation, the
Panel appeared to confer upon the arbitrator the authority to
dispose of some or all them by issuing a binding decision.

The Panel's inteat with respect to the second part of its Order
ig unclear and it is requested that the Panel clarify the mean-
ing of its Order, specifically witb respect to the authority

of the arbitrator to issue binding decisions on threshold - '
oegotiability questions.

In paragraph 2 of. its.Order, .the Panel appears to give.the.
arbitrator authority to actually resolve such negotiability
questions. However, the Order also states tbat remaining
threshold negotiability questions may be resolved "in an
appropriate forum,” implying that arbitration is not the
proper forum for resolving these questions.- Indeed, 1f the
Panel's inotention is to have the arbitrator actually resolve
questions concerning tbe underlying obligation to bargain,
then it appears that the Panel‘'s Order 1s in direct conflict
with the Authority's policy guidance in 11 FLRA NO. 107 where-~
in the Authority has determined that Section 7119 of the
Statute does not authorize the Panel to resolve issues as to
whether there is an obligation to bargain.

In the instant negotiations, there are two disputes concernlng
the obligation to bargain.

In the first, the Agency has alleged that portions of the Union
proposal are non-negotiable. As a result of that allegation,
the Union has filed a Petition for Review of Negotiability
Issues with the Autbority on February 14, 1983 (Case No. O-NG-
806), and this appeal is pending before the Autbority. Im 11
FLRA NO. 107 at page 628, the Authority addresses precisely

the same situation and states that . . . negotiability issues
which.arise during the collective bargnlnlng process must be
resolved tbrough appeal to the Autbority."

The second dispute concerns the Union's obligation to bargain
on portions of the Agency proposal. Tbis has resulted in an
unfair labor practice cbarge filed by tbe Union on March 23,
1983 (Case No. 3-CA-30401), wherein the Union has cbarged the
Agency with insisting, to impasse, that the Union bargain on
oon-mandatory subjects of bargaining. This ULP charge is
pending before the Regional Director.
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The Authority bas also addressed this type of duty to bargain
issue in 11 FLRA NO. 107 at page 629, wherein it beld that dis-
putes which involve a party's refusal to bargain because it
claims to have no obligation to bargain under the particular
circumstances in which bargaining has been requested, must

also be resolved by the Authority via the ULP procedures of
Section 7116 of the Statute.

Insofar as the Panel‘'s Order does confer authority to an arbi-
trator to resolve such duty to bargain issues, POPA believes
that, in view of 11 FLRA NO. 107, the Panel's Order is beyond
its. jurisdiction and POPA requests that the Panel reconsider

and clarify its Qrder so as to comply with the Authority's
guidance in 11 FLRA NO. 107. 8bould the Panel deny this request.
for reconsideration, POPA requests that the Panel provide a clear
statement as to why its Order is not in conflict with »+ 11

FLRA NO. 107.

¥ith respect to that portion of the Panel's Order directing the
parties to mediation, POPA has complied by suggesting to the

Agency that the parties request that the Panel assign Ms. Gloria _
Crawford of the Panel staff{ as mediator in this case. Ms. Crawford -
is already familiar with the issues and her appointment as

mediator would assure that all actions taken on duty to bargain
issues constitute official Panel action.

jo the event that Ms. Crawford or another Panel member is
unavailable to act as mediator in this case, POPA has suggested
to the Agency that one of the following arbitrators be selected:

Mr. Larry Schultz - $350 per day
Mr. Jacob Seidenberg -~ $450 per day
Mr. Rolf Valtin - $500 per day

¥e object to the selection of Mr. Ross and Mr. Block on the basis
of cost. We object to Mr. Potter on the basis of a potential

bias based upon his past friendships with Agency representatives.
The arbitrators we bave suggested are significantly less expen-
sive and we believe have a reputation for fairness and competence
.equal to the names suggested by, the Agency. Mr. Seidenberg in
particular appears to be a suitable arbitrator since we under-
stand that be has been selected by the Agency for an upcoming
arbitration hearing between the Agency and another union in the PTO.

The initial response of Mr. Stocking, the Agency's chief spokes-
person, was that the Agency would probably object to the selection
of Ms, Crawford on the basis that she was ineffective at resolving
tbe issues at a prior meeting on May 3, 1983. Ve believe that .
Ms. Crawford was as effective as could be expected in view of the
Agency representatives' lack of authority to change the Agency
position. We have agreed to meet next week with Mr. Stocking on
the matter of gelection of an arbitrator. MNr. Stocking seemed

to indicate that this would provide the Agency sufficient. time

to investigate nnd congsider POPA's suggestions.

In deciding our'request for reconsideration, POPA -further requests
that Mr. Robert.J. Howlett, Chairman, disqualify bimself from all
proceedings relative to this case on the basis of his past personal
and business relationship with Mr. Hugh Jascourt, the principal
representative for the Agency.

Respectfully submitted,

Edward J. %Jcie chowicz g

Chief Spokesperson

Patent Office Professional
Association
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JACOB SEIDENBERG

8318 CAVALIER CORRIDOR

FALLS CHURGHM. VA. 22044
INDUSTRIAL AND

LABOR RELATIONS
ARBITRATION

703 ~ 238-4487

Augi.lt 24, 1983
Mr. Donley J. Btocking RECEIVED
U.5. Patent and Tradsmerk Cffice
PO, Bax 2942
Arlington, Virginla 22202 AUB 26 1383

08 MISG G iilan OFFtE

W. Bvard J. VWojcischovics
Petert Office Professiona) Assoclation  _  DOUVEE LELAONS DIVISION
P.0. Box 2745 b
Arlington, Virginia 22202 he

Res Case Mo 83 FEIP 39

Gentlérsn:

I ax berevith enclosing ay Interis Awerd u:ﬂM.um
4in the above captiomed case,

By this letter, I am roquesting Mr. Btocking to make the
Decessary arrangements, including a Reporter, for the Septenber 12, 1963
aseting.

) Yary yours,
e X2
Jacod Seldenberg

Eoclogures
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£R BETWEEN : .
;:-g-z* :';gcs PROFES- . RECEWE.
S0uAL ASSOCIATION i
and : AUB 26 1983
. PATENT AND TRADEMARK 8.3, PATET & TOANEMARK OFFICE
oFr ! EMPOYEE RELATIONS DIISION

orfFICE
Case No. 83 PSIP - 39

essassvsesscsccsscsssevecns

INTERIM AWARD AND DECISION

The Undersigned was selected by the parties on July
13% 1983, to serve as Mediator/Arbitrator in a dispute aris-
ing from the inability of the parties to negotiate a ground
rules agreement to govern the negotiations for a new collec-
—tgye bargaining agreement to replace an existing agreenent
wﬁich has been in effect since 1972. 1In pursuvance of this
objective, the Undersigned held a hearing on August 1, 1983,
in which the overall subject was comprehehsively discussed -
and revieved.
The principal impediment to effecting a resolution
of the ground rules dispute was the insistance of the Union
that it was inappropriate for the Mediator/Arbitrator to ad-
dress Lssués which were currently pending for decision gefore
Qhe Federal Labor Relations Authority and its General Counsel,
The record shows on February 14, 1983 the Union filed
with the FLRA a Petition for Review regarding the negotiabil-
ity of certain Agency proposals, and on March 23, 1983 filed
an Unfair Labor Practice Charge agains£ the Agency concerning

its failure to bargain in good faith.

«ne Unieon asserted that the Agency had inproperly con-~
sesdcd, ipter alia, that the Union proposals dealing with
overtine pay for its bargaining team when engaged in prepar-
ing fof, and engaged in, negotiations, were non negotiable.
7he Union asserted in its ULP charge that the Agency was not
bargaining in good faith by proposing a cap 2s to the dura-

tion of negotiations and seeking to have date set in advance

for an impasse, prior to the time when an impasse was reached,
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as well as denying official time for all the members of the
Union bargaining team.

) The Agency objected to the Union's request for deferral
of ihe issues pending before the FLRR, and urged the HKediator/
Arbitrator to proceed to deal with all the proposals and count-
er proposais of the parties, on the ground that negotiations
had been inordinately delayed by repeated technical objections
interposed by the Union. The Agency stated that it had been
attempting since June 10, 1981 to initiate negotiations to re-
place the 1972 Agreerment.

The Union denied the Agency charges of its alleged
dilatory tactics and maintained its legitimate efforts to in-
voke statutory machinery to determine and protect the legal
rights of its nembers cannot be characterized as "stalling” or
frustrating the bargaining process

Prior to the selection of the Undersigned by the par-
ties; the Agency filed a request with the Federal Service Im-
passes Panel for its services. The Union requested the Panel
co decline jurisdiction basically for the sane reasons it
nas urged the Uncdersigned to defer actionm.

The Panel elected to assune jurisdiction, and on May
25, 1983 directed the parties to select a Hediator/Arbitra-
tor. In delineating the jurisdiction of the Mediator/Arbi-

trator, the Panel stated in pars:

"The Arbitrator shall have the authority to
mediate with respect to all issues including
those about which arbitrability has been rais-
ed. Should any issue not be resolved during
the initial stage, the arbitrator may dispose
of them by (1) issuing a binding decision re-

. solving some or all of the issues, and (2)
declining to hear some or all of the issues
until such time as any remaining threshold ne-
gotiability questions are resolved in an ap-
propriate forum.* -

Pursuant to a request from the Union for a clarifica-
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tion of its May 25, 1983 letter, the Panel wrote the parties
on July 13, 1983, stating:

“Our letter ... was intended to provide the arbi-
érator with the flexibility to circumvent obliga-
tions-to-bargain problems. Thus, the arbitrator
will have the authority to mediate the issues.

Any remaining issues, including those about vwhich
negotiability questions have been raised, will
either be the subject of a binding decision or
left open, if the arbitrator declines to hear thenm,
until negotiability issues have been resolved in
an appropriate forum.

wsince the arbitrator is not vested with the au-
-thority to resolve obligation-to-bargain issues,
this procedure does not conflict with the policy
statement recently issued by the Authority in 11
FLRA No. 107. We have authorized the arbitrator
to, if possible, to avoid obligation-to-bargain
problems and still resolve the impasse. This prac-
tice was clearly endorsed by the Authority in its
policy statement.®

As already stated, the Undersigned met Qith the parties
en August 1, 1983 in an uninterrupted 11 hour session in which
- the parties stated in detail their procedural objections, as
well as discussing substantively the proposals and counter pro-
posxls which were the subject matter of a ground rules agree-
nent. At the conclusion of this neeting, the Undersigned re-
quested the parties to submit briefs on t%g issue as to whether
he should defer consideration of the matters now pending before
the Federal Labor Relations Authority and the General Counsel.
After carefully analyzing the parties* briefs, and con-
sidering the oral arguments advanced at the Rugust 1, 1983 hear-
ing, we.nakgsthe following Findings:

(1) We f£ind that the most significant contribution
ve can make is to effect a reasonable ground
Tules agreenment that will create the contract-
ual framework that will facilitate good faith
bargaining efforts to negotiate a basic agree-
ment to replace the 1972 Agreement.

(2) Without ascribing any malevolent motives %o
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any of the parties, the record reveals that
negotiations for ground rules have been un-
duly protracted, and we should direct our ef-
forts to assist the parties to comzmence bar-
gaining promptly for a new Eontxnct, and break
the present inpasse. ‘

{3) We £ind that because the issues before the Fed-
eral Labor Relations Authority and General
Counsel are core issues and closely related to
other pending proposals, and it would not be
neaningful to exclude these core issues from
our consideration when we review all the issues
in this dispute., Accordingly we will include
these issues in-our overall analysis, in seek-
ing to reach 2 fair and reasonadle ground rules
agreenent,

(4) We £ind that it is possible to consider and treat the
threshold - . issues in a way that will not pre-
judice the statutory rights of the parties. We
believe that in the course of considering these
threshold issues, alternatives nay arise, i.e.,
they may be rendered moot, they may be revised
by the parties in the course of bargaining so
that the alleged defects may be cured or the
proposal may be accepted by the parties as part
of the guid pro quo of the bargaining process.
We also believe that it is possible to frame
sone recommendations in such a manner that they
will not be finilly and conclusively disposi-
tive of the threshold issues still outstanding,
and will.fully preserve the legal righta of the
parties, if therze be such a need, if after the
bargaining has been concluded, the FLRA and Gen
ral Counsel still has not issued the requisite
decisions.

(S5) ‘le £ind, in view of the mediation efforts al-
ready made by the Federal Mediation and Concil-
iation Sgrvice and the Federal Service Impasses
Panel, and our own extended discussions on Aug-
ust 1, 1983, that we are unable to settle this
dispute by mediation, and hereforth we will
function as an arbitrator and nake binding re-
commendations on appropriate issuves after a hear-
ing thereon.
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(6) In summary, we find that in order to advance ex-

peditiously but fairly the bargaining process,
and without prejudicing the legal rights and
privileges of the parties, that a formal hearing
be held, properly reported, on September 12,
1983, to receive evidence, oral and testimentary,

. in support of the parties respective proposal

and counter proposals, to enable us to frame a
ground rules agreement that will pernmit the par-.
ties to conmnence good faith bargaining on the
proposed basic agreement.

Yle direct the Parties on September 12, 1983 to appeer
and present their proposals and counter proﬁosals for
coasideration by Arbitratoé, in order to assist him in
dra%ting an appropriate ground rules agreement. ‘The
presence and participation by the parties at the Hear-
ing will not constitute a waiver or abandorment of any

legal position heretofore advanced by then,

\ PR

Jacgb| Seidenberg, A:bitratﬁjf

%, 19§
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& WILWY JIAILD WU ARCRIwn
] 2 \G,'ﬁ FEDERAL LABOR RELATIONS AUTHORITY
M ):'\"' i 1111 18TH STRILT MW, SUITE 700
‘%‘ '-." K P.0. DOX 33738
* —r WASHINGTOM. D.C. 20033-0738
(202) 653-8452
REGION 3

September 7, 1983

Mr. Edward J. Mojciechowic2
Director, Unfair Labor Practices
Patent Office Professional
Association

P.0. Box 2745

Arlington, YA 22202

Mr. Gerald J. Mossinghoff
Commisssioner

U.S. Patent and Trademark
Office (PTO0)

Department of Commerce
P.0. Box 2942

Washington, D.C. 20231

Hugh D. Jascourt
Labor Law Counsel
P.0. Box 2942
Arlington, VA 22202

Re: U.S. Patent Trademark Office (PTO)
Case 3-CA-30401

Gentlemen:

This Office has been adminfistratively advised by the Federal Service Impasses
Panel (Panel) that the same matter involved in the above-captioned-unfair labor
practice case §s also currently pending before the Panel based upon 2 request
for Pane) assistance filed by the U.S. Patent and Tradmark Office on May 25,
1983, pursuant’to Section 2471.1(a) of the Regulations. )

The General Counsel has concluded, based upon the considerations discussed
below, that in sftuations where a request 1s filed with the Pane) to consider a
negotiation impasse under Part 2471 of the Regulations, and an unfalr labor
practice charge is also filed with a Regional Office by any person pursuant to
Part 2423 of the Regulatfons which charge involves the same matter pending
pefore the Panel, the Region, once 1t becomes aware of such concurrent
proceedings, should defer processing the unfair labor practice charge, while
retaining jurisdiction over the charge, until the proceeding before the Panel
has been completed. 1/ . .

Accordingly, you are hereby advised that due to the concurrent proceeding
pending before the Panel, the processing of the unfair labor practice charge
will be deferred. After the Panel has completed its proceeding, the subject
unfair labor practice charge will be processed and such action as appropriate
will be taken,

?

17 "K' Panel proceeding may be "completed” in & varfety of ways; e.g., the Panel
declines to assert jurisdiction over the matter, the parties resolve the
matter and the request to the Panel for assistance is withdrawn, the Panel
fssues a Decision and Order or an independent arbitrator, authorized under
Section 2471.6(b) of the Regulations, issues an award. See A Guide to the
Disputes Resolutfon Procedures Used By The Federal Service Impasses Panel
{Novenbér 1980), Vssued by the Panel as 3 summary of the various dispute
resolution procedures which it has implemented during its first year and a
half under the Statute.
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The foregoing policy effectuates the purposes and policies of the Statute by
providing for retention of jurisdiction over the unfair labor practice charges
should the Panel decline to assert jurisdiction or should any final resoclution
of the matters by the Panel fail to remedy the underlying allegations in the
charge, while avoiding the wasteful duplication of resources incurred by
simultaneously processing the same matter in two forums and the potential for
conflicting decisfons and remedfes.

Section 7119(c) (1) of the Statute provides that *[t]he Federal Service Impasses
Panel is an entity within the Authority, the function of which is to provide
assistance in resolving negotfiation impasses between agencies and exclusive
representatives.” Section 7119 of the Statute further grants the Panel broad
authority to resolve negotiation {mpasses arising under the Statute. Further,
under Section 7119(:)(5?(C) of the Statute any final action of the Panel is
binding upon the parties during the term of the agreement unless the parties
agree otherwise, and failure to cooperate in and comply with a Panel Decision
and Order is violative of Section 7116(a)(1) and (6) and 7116(b){6) of the
Statute.

Accordingly, in view of the Panel's integral role in effectuating the purposes
and policies of the Statute, its broad authority to resolve negotiation
impasses, and the fact that the Panel's processes are invoked on a voluntary
basis, it was determined that where Panel assistance is requested in resolving a
negotistfon impasse and unfair labor practice charges have also been filed which
{nvolve the same matter which s pending before the Panel, 1t would best
effectuate the purposes and policies of the Statute to defer processing the
unfair labor practice charges until the Panel's proceedings are completed. As
indicated above, this policy will avoid simultaneous processing of the same
matter and duplication of efforts while protecting all rights afforded under the
Statute.

Thus, upon completion of the processing of the related matter pending before the
Panel, the subject unfair labor practice charge will be processed by the
Regional Office.

The agent whose name is 1isted below may be contacted to discuss this case if
you wish,

Very truly yours,

%@W
Alexander T. Graham

Regional Director

CASE ASSIGNED TO: Earl T. Clark, Field Agent
TELEPHONE NUMBER: (202) 653-8510

cc: Office of the General Counsel
Federal Labor Relations Authority

Office of Legal Policy
Federal Labor Relatfons Authority
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POST NEARIRG BRIRF OF PTO

At the request of the arbditrator, this bdrief is
{intended to consolidate the arguments and the poutttoa of
PTO set forth in tro proceedings of Au!uut 1,

September 12, ]9831, October 11, 198 Iovolb.r l7 19833,
and Japuary 11 .ud Januery 12, 1984 The purpose of the
proceedings vas to resolve the llpnlne between the parties
over ground rules to negotiate s successor agreement to the
parties' 1972 basic agreement (hereafter “basic agreement”
or "1972 agreecent”). PTO atteapted to open such
negotiastions by s notice of October 21, 198)l. The parties
did not meet until September 23, 1982. After )8 meetings
and unfruitful mediation, PTO, on Jsnuary 21, 1983,
requestad sseistance of the Federsl 5Service lmpasses
Panel.(Pasnel)

The ecritical difference betveen the parties is that 1)
PTO believes that the negotiation of s pmev agreement will
take many years (vhich may be an understatement) unlees thbe
ground rules provide for a mechanism to ensure that the
“process will be concluded vithin ¢ reasonadle time and 2)
POPA believes that it should not be forced to concentrate
ite Tresources on & matter vhich is of 1little importance or
priority to it. Because this difference is so significsnt
in terms of future impact and ino terms of distance detveen
the parties, this brief will not set forth the proposals in
their numersl sequences, but instead sets thea forth in
groupings. The first grouping will desl with time-~related
proposals, which will sctart with Section 7 of PIO's
propossl. Under that provision, we will describe the
. background which demonstrates the necessity for a mechaniss
for concluding negotistions within & reesonabdle time. The
second grouping will deal with proposals which, in essence,
call for the agency to subsidisze POPA. The third .rouplng
will deal vith the remsinder of the proposals.

As an index or guide :o this arrangement, we will first
indicate the provisions which fall under each group and the
major thrust of the proposal cited. 1In addition, at the
conclusion of the bdrief, ve wish to bring to your ettention
other factors which should bde taken into account in
evalueting the arguments, contentions and evidence of the
parties. .

. Susmary of the Propossls

1. Time Relsted Proposasls

8. PTO Secticn 7 ~ 1o hopes that the threst of third
party intervention will motivate the parties to reach their
"own" agreement, the parties will bde declared to be at
{impasse 1f they have not resched agraecment within four
monthe. PTO believes s special procedure should be creatad
to expedite impasse resolution. PTO proposes, as an
eltarnative, the use of a mediator/arbitrator/facilitor who
would possess the authority end pover of an erbitrator and

lgeference to the transcript. for that dste shall be
referred to as TR. 1. Thus, page 55 of that transcript
~would be noted as TR. I-55.
in. 11
I, 111
Arp. 1V

313, v .
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wvho would be present at all meetings of the parties, but
would iotervene only at his or her own motion. PTO would
pay full costs for the arbitrator for the first three
months, snd the parties wuld share the costs equslly
thereafter.

POPA believes that no speciasl procedure is needed or
desirable. It does provide in Bection éc to “sdd” Saturday
sessions after the parties have met 300 hours and £f this
occurs, POPA's negotiators would receive overtime or
compensatory pay for such time.

b. PI0 Section & ~ Negotistions will he held & days a
veek for et least six hours a day.

POPA Section 4s = The parties shall he required to
negotigte not more then tvwice s week at sessions not
heginning prior to 9:30 a.m. or ending later than 3:00 p.m.
POPA does not desire to mandate a fixzed nusher of hours, but
instead desires negotiations to be some time “within® the
hours stated. It pormally prefers two~hour sessions. Using
four hcufa s week as a norm envisioned by POPA, {ts 4c
provision would go into effect once the parties had met 75
veeks.

e. PTO Section 2b - The megotistors vill not have any
higher priority than basic negotiationms or sose ladbor
.-relations activity in wvhich sttendance is compelled dy the
Federel Labor Relations Authority or by some other similar
entity.

POPA Section 2¢ ~ The negotiators will not have a
higher priority than bssic negotistions, except any other
labor relstions situation at the option of either party
shall have the highest priority regardless of whether
attendance {s compelled.

4. PTO Section 2a - Meetinge may bde postponed {f a
party casnot have five bargaining team tepresentatives
present becaussa of labor ralations responsibilities of the
type described in PTO 2b, f{.e., attendance is compelled to
be elsevhere.

POPA Section 2a -~ Meetings msy be postpooed 4if s perty
cantot have five bargainiog team represcctatives present
because of labor responsibilities of the type described {(n
POPA 2c¢, i.e., any other labor relations sctivity whether
preparing a grievance or meeting vith sacagement on another
matter, etc. Compulsion 1¢ not a factor.

e. POPA Section 2b -~ If a teem believes {t needs
edditional preparstion tise, it hee the right to cancel the
next bargaining session.

PTO bss no counterpart section and vwould envision
Ppostponement or rescheduling to be only by mutual accord.

s f. PTO Section 2d =~ Except when the parties agree
otherviee, negotiations commenced prior to Septeaber 23,
1982 will be conducted concnrrcntlz.

POPA Section 2e - If negotietions have been requested
prior to Septesber 23, 1982, they will tske precedence over
basic negotiestions. thuc. "merit promotion” could be a
basis to defer baeic negotistions because POPA on November 16,
1979, requested negotistions on that subject although it has
yet to subait a propossl to PIO..

g- PT0 Section 2e - Negotistions on impact emd
implementation will be combined with basic negotistions,
axcept ‘4f government-wide reguletion or etetuts has mandeted
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s change on which the union has ispact and implementation
rights. Described belov POPA'e 2f s 2 modified PTO
propossl if there were a four-month cap as proposed im PTO
Section 7.

POPA Section 2f - POPA makes the same proposal, bdut
adds several requirements. TFirst, PTO is obligated to defer
implementation of such s change until that point in time
_.wheo a aev basic agreeaent is finally signed. Whether
through inadvertance or vhether intentionally phrased, this
postponement of change is not dependent upon 1) the chsnge
being of the type which creates an obligation to bargain, 2)
POPA having timely sudmitted a proposal related to such
change, and 3) POPA's proposal being within the mandatory
acope of bargaining. Excepted from msndated postponement is
the situation vhere immediate implementation is required by
an overriding exigency. BHowevar, POPA's proposal would
declara that 8o overriding exigency could exist with regard
to automation snd that automation could sot bde implamented
until a nev bseic asgreement is reached. . :

PTO Revised Section 2e¢ =~ If there were a four-month
cap, PTO vould defer all changes during that time, except
for parkiog and matters inovolving overriding exigencies.
Unless the parties agree othervise or the new bdasic
agreesent provides othervise, the norssl impact and
implementations rights and procedures would not comoence
until after a nev basic agreement has been reached.

he PTO Sectiom 9 - If any of the proposals at impasse
have been subdmitted to the FLRA for a negotiability
deteruination, the Panel should issue {ts decision as 1if the
propossl was not before the FLRA, 1If a proposal avarded to
POPA were found by the FLRA to de non-negotiadle, a time
schedule is estadblished for POPA to modify its proposal and
to cosmence negotistions. The inteat would be for POPA to
have an imnediate opportunity to obtain s substitute
prévieion rather than for the non-negotiable language to bde
delated and not subject to subdbstitution until the next
reopener to the contract.

POPA has no counterpart and wvould prefer for the FLRA
to render a negotiability decision before the Panel

concludes the impasse.

1. PTO Section 6f sets up a schedule for negotiations
that envisions the partias sttempting to reach bdroad
conceptual agreements before trying to arrive at wording to
carry out the concepts. PTO's aspiration is that the
potantial for agreement would ba anhanced asnd, therefore,
negotidtions would be more fruitful.

POPA has no counterpart, but would prefer to go line hy

1ine and to obtain agreement on the smallest feasihle
components.

j. PIO0 Section 6s and 4 provides that aach party have
someone at the bargaining table designated as a Chief
Hegotiator and that negotiations cannot proceed without a
. Chief Negotiator for both parties.

POPA has no counterpart. It believes no requirement is

necessary and that such a requirement would reduce ratbher
than promote productive use of time.

k. PTO Section 6¢c providas for “specialiste”™ to be
temporarily at the.bdargaining table in addition to regular
tean members to ensura that technical inforsation is
provided and questions can be ansvered.

POPA hass no counterpart im the belief that there is no
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benefit to establish & procedure in advance and that
arrangements can be mads on an ad hoc basis.

1. PTO Section 6e intends to keep the parties together
by allowving a csucus for brief rest purposes rather thao for
the parties to break off negotiations for the rest of the
day.

POPA _has no counterpart on the basis that it provides
su opportunity for delay.

m. PTO Section 8 attempts to reduce lost time by
addressing negotiadility appeals directly to the Director of
Personnel for the Departmant rather than to the Secretary.

POPA has no counterpart and beliaves that the PT0
proposal 4s intanded to alter or wvaive rights possassed by
POPA.

.~

s. PTO Section 10 requires the Comwmissiover and POPA's
president to sign tbs agreement withinm 30 days after the
chief negotiators have aigned ft. 1f the Commissionar
rejects the agreaement, the parties are required to return to
the bargeining table within 10 working days.

POPA Section 10 requires the Coumissioner and the POPA
president to sign the agreement, but conteins no time
requirements. POPA would preclude the Comaisesioner from
disapproving the agresement on the basis of conflict with
Dapsrtamentsl reguletions.

0« POPA Section &b ~ Baeic agresment negotiestions will

bagin the firet cors day folloving signing of the ground
rules egresment.

PTO hes no formel érogoool. but obviously desires
negotistions to commence es eo00n as possibdle.

2. Subsidisetion of POPA

a. PTO Section 3 ellove POPA bDargaining team
. members,if othervise in e duty stetus, a reesonabdle amount
‘of official time to parform nacaseary end relevant
activities related to the nagotiations.

POPA Saection 3 provides the eame thing bdut adde that 1f
an employee performs such activities ocutside of hies reguler
work hbours hs ehell receive, ot his election, sither
overtime pay or compemsstory time.

b. POPA Bsction dc ~ If nagotiations wers to be
conducted on Baturdeys POPA dargeining team mesbers 'onld
raceive sither ovortll. pay or compessatory tima.

PTO bas no such proposal end opposes such poy-cn{.

c. POPA Section 6 proposes, despite vordisg which
vould sppear othervise, free use of PTO vord processing
equipment, typing services end computer legal ressarch
fecilities.

PTO has no counterpart propossl dut proposses - 1f thare
ie @ cap on the nagotiation process - access, with

four-hours notice, to word proceesing squipment and
commercial dets bases. PTO will not provide personnel to
perfors such services.

d. PT0 Section 1 specifies thet sach perty will have
9-person teems, conefsting of six et the bargeining teblas.
However, FPTO propoees that 1if there vere & four-month cep on
nagotistious it would allovw all nine POPA bargeining teen
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menbers to have 40 hours a week official time during the cap
wvithout regard to their presence at the bargaioing table.
This wvould obviate the need for POPA Sections 2¢ and d.

POPA Section 1 would allov all nipe POPA tean members
to have official time without limitation and would allov all
nioe to ba at the bargaining tabla at one time.

e¢. PIO Saction 5 requires PTO to provide onme room for
nagotiationa and one for caucua purposes.

POPA Saction 5 requirss PTO to sat aside auch rooms at
all times whethar acheduled for nagotiations or not and for
POPA to hava accaas at all timea to the same room until
nagotiations ara completed.

Additional PTO proposal - If a cap ware placed on the
duration of pegotiationa or if the parties were raquired to

meet four times a wesk, PTO would aet aside ome room to be
used exclusively for negotiations.

3. HMiscellanaous

a, PTO Section 6b allows up to tvo observers.

POPA Section 7 allows mno observera.

b. POPA Section 8 raquires tha Commissionar and the
prasident of POPA to personally attend all mediation
aessions.

PTO has no countarpart propossl and opposes such a
tequiresent,

cs PTO Section 9 intands to daclara that tha
Coumissioner executes the agreesent and the Diractor of
Personnel for the Department approves the agraement.

POPA_Section 10 declares that the agreement is not
binding until signed by the Commissioner and the president
of POPA. POPA believes that the PTO propossl is intended to
vaive the 30-day time limit for spproval by the agency head,
but PTO intends no such vaiver if it s understood that
“agency” means "Department”, At the aams PTO construes
POPA's proposal as aliminating the step of submission to the
Department.

4. Agreemant

It vould appear that the parties agree upon POPA 24
wvhich is the asme as PTO 2¢, PTO 6g, POPA 9 which s the
same as PTO 11, POPA 11, and PTO 12,

Discussion of the Proposals

1. Tise Related Proposals

Since tha past history of the partiea vividly
demonatratea why it is asaential for the ground rules to
establish a achedule which wvill encourage productive
negotistions ovar a reascnably short period of tima, that
history ia outlioed firat bafore discussion of thas
{ndfvidual proposals.

POPA’a theory, repested many timas to the Arbdbitrator,
1s that time should not ba a consideration {n tha bargaining
procass. POPA's objact s to arrive at a “good” agraement.
Consistent vwith POPA's rationale, most nagotiastions have
taken an extraordinarily long tima. WVere thia oot the -case
POPA would not ba propoaing in its Section 2e¢ that any
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pegotiations requested prior to September 23, 1982 (mow over
17 months ago) will take precedence over the basic agreement
_pegotiations. Among these prior requests 1s a seat of POPA

" proposal pertaining to performance appraisal. According to
POPA's Exhibdbit Y, it made its request prior to Octobder 29,
1980, One part of those negotiations fovolved incentive
avards, but agreement was not reached until July 22, 1983
(TR. 11-57). The partiee met over 120 times, including over
15 mediation sessions stretching from March through October,
1982 (TR. 11-58, 71). The parties bave yot to go back to
the Pacel, although Mr. Bterc testified that the parties are
just about resdy to go to tbe Panel again (TR. I1-122).

Space negotiations were requested by POPA oo May 135,
1981 and a impssee avard wvas rendered on Novemder 30, 1933
(rOPA Bx. V, TR. 11-112), POPA oo August 11, 1982,
requested negotiastions on an experiment {nvolving 12 to 13
patent examiners usfog a card to put inm s file when they
resoved & reference, but sgreesent has yet to be reached.
(POPA Ex. V, TR. I1-109, 118-119).

The ground rules impasse before the arbitrator wes
preceded by a previous imspaase on ground rules relating to
impact and implementetion of PTO's cessation of granting
officisl time to POPA for preparetion of grievances. Ilno
that situation the partiss met about 16 times fncluding
medistion and never reached agreement except that such
impact and implementation bargaining would be folded into
the basic negotiations. PTO attemptad to enforce 1ts right
on June 10, 1981 and nov two snd a half years later, PI0 has

_yet to exercise that right. (August 10, 1983 brief to
Arbitrator, pp. 2-3).

The impasse bdefore the Arbitrator should bde sufficient
evidence by ftself. PTO requested on Octodber 21, 198] to
reopen the 1972 basic agreement to negotiate a successor
agreement. As previously documented to the Arbitrator, the
parties met 17 times without success and went to mediation
and the Panel without success. POPA attempted to persuade
both the Panel and the Arbitrator to defer assertion of
Jurisdiction. The parties have met with the Arbitrator on
five sets of dates and are not closs to any voluntary
agreement.

Without regard to the extend that POPA has been
respongible for the length of time continually taken on sny
aet of negotistions, there should de 1little doudbt and little
need for further citation or asplification of past bistory
that the parties tske s long tims to reach agresament.

POPA claims this hietory should mot be viewved
negstively. POPA clsims it s vorth the time to srrive st a
“good” product. It 1s unclesr what POPA means by “good”.
1f POPA were to be bslieved, these “good” products give rise
to 100 grievances a year. (TR. 111-86-87).

There sre sevaeral statesents that place in focus tbe
differing approaches of the parties and make unmistakabdla
the need to bring about s different rssult {n this case.

1. TFirst, POPA believes “that our situastion t; sot all
that vousual in comparisoa to other Federal unions.”
- (TR.1V-107).

2. rora plnc.n basic negotiations at s lower priority
then “most” of its “other ladbor-msnsgement duties.” (IR.
1-99-101, 104-105, 105(1.23-24), 114), 1In fect, Mr. Stern
chareacterized basic negotiations as s "luxury® compared to
its other concernss (Tr. I11-116-117).

3. The Arbitrator himself acknovledged that
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negotiating a year for ground rules “is not a normal course
of events” (TR. I-153). .

4. POPA predicted in September, 1982 “these
negotiations should last for many years” (PT0 Ex. C).

S. POPA'e proposed Section 2f addresses impact and
implementation bargaining vith respact to automation during
the course of basic agrecment negotiations although POPA
does not viev such implementation occurring until the next
tvo or three years. (Tr. 1I11-8).

6. The Arbitrator could not halp but exclaim that the
basic negotiations “cries for some celerity, some
ektraordinary action®. (TR. 1IV-105).

An axzamination of tha proposals before the Arbitrator
will readily reveal that PTO's proposals are simed at
meeting the standard established by the Panel: to reach a
mesningful sgreement vithin a ressonsble time. The same
examination should reveal also that POPA's proposals not
only do not meet the Panal etsndard but they would achieve
the opposite result. In fact, the eituation undoubtadly
would be exacerbated and the 18-months taken in the
infamous Social Security Administration negotistions will be

dvarfad in comparison to the time 1: will take to reach a
basic n;:.ol.nt.

ss PIO Section 7

This is tha portion of the ground rules which ainms at
POPA's lack of desire to negotiate a nev basic agreement and
POPA's bdelief it has no priority obligation to do so. This
1e the portion of the ground rules that sime at persuvading
the parties to reach a voluntary agreement within a
reasonable time. All other provisions are secondary in

" {mportance. In fact, most of the other sections are
affactad by Section 7. Without Section 7 (and also Sectioen
4, pertaining to the frequency and duration of nsgotiation
seseions), it will de impossible to attain ths goals of
Philadelphia Naval Shipyard snd Philadelphia Metal Trades
Counc} 76 r81P 12
should “encourage productiva megotiations over a reasonably
short period of time® and should “enhance tha proepects for
susteined and conclusive bdargaining.” PTO believes that the
prospects for endless negotistions are so likely without a
preestablished impasse dovleo that it repsatedly hae
rejected POPA refusals to c¢ommance basic nagotiations
without ground rules. (TR. 1-86~ =87, and off-record 1/11/84),

POPA believes that there 1s no need for any
precstablished mechanien to achieve these goals despite the
prior history of bergaining end despite POPA's prediction
that s “read through” of the proposals will take three
months (TR. V-125-126) = the period it takes most parties to
conclude negotiations. POPA claims the past procedure has
worked well and thet a workabla agreement will produce few
rights arbitrations (TR. IV-111). At the seme time POPA
claims that this systesm and the contract that nesds no
change rasulte in a 100 grievances s yeer!l (TR. I1-86-87).
In fect, POPA claims not ons arbitration case has been
settlad “after we bave submitted a notice of intent to
“arbitrate.” (TR. IV-117), The most POPA believes is needed
4s an extra measure is to require the parties to negotiate

on’Seturdeys once they have negotisted for 300 hours which
trenslates to more then 735 wesks 1f POPA's twice & week for
two hours-st-s~-tims schadule ware to be edopted. Even then
the disincentive of a weakend day being consumed 1s offset
by POPA'e condition thet its teem be patd overtime for such
nagotiations - vhich to some people can be en fncentive. In
any eveunt, there is nothing to bring matters to an end or to

N A
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create fears that prolongc& negotiations could result in
disadvantages.

<
PTO offers a choica of two alternatives. Ova s a
four-month cap on negotiastions, aftar which {spasae
procedures would commence. Tha principla involved is that
faar of & third party decision can impal the partias to
reach their ovn agreement. The other 1s use of a
mediator/arbitrator/facilitator wvho from the beginning of
negotiations can assist the partias. The goal here ia the
sama as the cap based on the belief that a conscientious
third party wvould not allowv tha parties to consume the
excessive time which now characterises tha bdargaining
betveen the parties. The cost factor that would bs borme by
PTO from tha start snd than, after three montbs, by bdoth
_parties equally could serve as a further disincentive to
""both parties to unduly protact bargaining.

The cap method, contrary to POPA's unsupported claims,
.4is accepted and has bean shown to achieve the results sought
io the case. As raflected by PTO Exhibdit Fr, 35 different
atate and local governmant lavs impose a time limit on the
duration of nagotiations bafore impasse s automatically
declared and impassa proceduras are automatically invokad.
Soma states have had guch a eystas for almost tvo dacades
and Ohio, apparantly fo belief guch a system has worked
well, adopted a nsv lav in 1983 following the same pattern.
As the Arditrator is wvell awvara, the voluntarily imposed cap
of the Steclvorkers was very effective.

The need for a system to impel the partiss to reach
their ovn agreement is heightened {n the Federal service
vhere not only is there an absence of the right to strike,
but also there is a virtual freese of the status quo
preventing sanagemsnt from rasorting to sslf-halp.
Exacerbating the situation is the fact that ths union is
entitled to official tims while negotistions drag on.

Taking into account the need to prod the partiss in ths
Fadersl sector, tha Dirasctor or the Fedaral Madiation and
Conciliation Sarvice publicly atatad, "I urge you to
strongly consider the uss of time limite to curd the
excessive length of time that bargaining nov coosumes.” (PTO
Ex, BE, p. 26) This exhortstion is based on excesses far
leses then experiencad by PTO as illustrsted by the FNCS
Director'a citation of 16 maastings on ground rules as the
ultimste “horror story.” 1In fact, he may have bsen
refarring to the impasse betwveen PTO and POPA on ground
rules for official time for preparstion of grievances.
Hovever, the impasee befors the Arbitrator makes aven thst
exanple appear uiniscule by compsriaon.

In addition, the nav President of the National Treasury
Employeas Union stated in an interviev with the Covernment
Baployee Ralations Report: “Wa'rs also trying to nagotiate
ground Tules in almost all negotiations where we do s
certain numder of days, 60 dsys, 90 days, whatever it is,
unassisted bargsining. At the end of thet time it goes to
arbictration.” (P70 Bx. KK)

The Arbitrator heard a witness axplain hov & 30~day cap
helped bring aboot agreement batveesn the Bureau of Indian
Affairs and the Rationel Federation of Federal Employees
witdh regard to the initiel contract for a consolidated unit
of 72 unite, of which 67 already had exieting contracts.
(TR. 111-46-47) 1In contrast to the relatively homogeneous

. unfit of 1400 profeseionale at PTO, these negotiatiouns
favolved 10,000 employees renging froam truck drivers to
educstors to construction workers to lawv enforcement
personnel (TR, 111-47-48). The diversity was reflected by
geogrepbical location spread from Florids to Alaaka .to
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Cealifornia, by differences in eize or pover of local uniens,
or by age-old hostilities between Indian tridbes (BIA is
obliged by the Indian Preference Act to-attempt to hire
native American Indfans). (TR. I111-50-51)., Critical issuves
included RIF, merit promotion and what should de in the
master agreement (TR. III-31),

John Combs, the witness vho had negotieted also with
IBEW, NEA, the maritioe unions as vell as with AFGE,
explained that the RIFFE negotistions were complex snd not
easy. (TR. I11-56, 58-59). Nevertheless, the negotiations
concluded on the lsst day of the cap due to the fact that
the cap vas "very such a catalyst to movement.” (TR.
111-53-55). Moreover, the lengthy document produced by
these negotistions sparked only four grievances over the 30
mooths {t has been in effect and both parties have bdeen
satisfied with the results. (IR, I1I-34, 56-57, 78).

It should come as no surprise, given the public sector
experience, that the cap vorks. According to PTO's chief
negotiator of the agreement on incentive avards the threat
of third party intervention even propelled POPA to sgreement
in that instance. (TR. III-152). Howvever, in the situation
before the Arbitrator vhere POPA vievs basic negotiations as
a detriment and not an opportunity ancd where it took over
five months to get the impasse before a deciding official
(TR. 1V-100-101, 103), it fe criticsl that the cap, like the
one used by BIA and NFFE, be tied in to a fixed impasse
procedure. (See also TR. I1I-7], 122 with regard to the
prolonged impasse efforts on performance appraisal which
have yet to be decided by the Panel.) 1In fact, what PTO is
asking for is oo different thano vhat apparently is & comson
procedure for the Panel with regard to parties at impasse on
basic negotiastions. (See Attachment A) Moreover, it is
common for an arbitrator or a factfioder to place a limit oo
his or her participation based on the same hope that time
will ba sn artificiel substitute for the etimulus of
self-help which exists 1o the private sector.

POPA feebly tries to avoid the use of a cap by the
contention that such a procedure chills collective
bargaining vhen the resson for its use both elsevhere and fo
the instant case is to enhance the potential that seaniogful
bargaininog vill take place vhera there is a belief that it
will not occur without a “pressure point.” Moreover, 1if
POPA's resources are as limited as POPA claims, & cap would

..place a lesser strain on those resources and also allow
better planoing since a knowo maximus perfod for bargaining
would be established. As a bonus, a cep would be co-joinped
by PTO's ceding certain provisions (e.g. facilities,
40-hours a week official time during the cap for a PTO
representatives, etc.) vhich vould be othervise unvarranted,
particularly for ao unkpown.duration of time. (TR. 1V-102).

In the interest of providing some range of choice to
the Arbitrator, but also im recogoition that the basic .
agreesent pegotiations are likely to become a longstanding
vorld record for loogevity in the absence of “some
extraordinary sction”, to use the words of the Arbitrator
(TR. 1IV-105), PTO 4s willing to take its chances with a
“medistor/arbitrator/facilitator.”

The medfator/arbitrator/facilitstor would act on his or
her ovn initiative to intervene, counsel or othervise assist
the parties. He or she vould have the right to refuse a
request by a party to fntervence or to decide an issue. BHe
or she could not decide negotiability fssues, but could try
to circuavent them. PTO helieves that a responsibdle
experienced third party will try to avoid rendering
decisions but will use the threat of dofng so to motivate
the parties to resch their own agreement. (TR. V-124) PTO
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believes so strongly that such help is needed to bring about
“sustained snd conclusive negotistions that it is willing to
pay the full coste for the first three months. Ia order to
provide a further incentive we believe the parties ehould
share equally the costs thersafter. (TR. V-84-85) Ve
further believe that with this incentive edded to the
presence of the third party, vho by the end of three months,
will not have to bs aducated vhat the underlying factors are
behind disegreements, negotiations will de unlikely to
extend for an excesaive period. Howaver, the facts clearly
demonstrete, and the impases on the limited issue of ground
rules strongly confirm, thet the only potentiesl for en open
anded vnceppad nagotiation period to mot go on for years {e
to monitor negotiations through the mechaniem of o
medistor/erbitretor/facilitetor. Ironically, the laeassons
leaarned during such e process could produce long tarm *
banefitiel effects on hov the parties tharecafter will
attempt to solve mutusl probleme.

b. PTO0 Section & end POPA Section 4a

This eection reveala tbe intent of the perties and
provides @ predictor of the future of negotietions between
PTO end POPA more than eny erguments, explanations, or
avidence of the pest. PTO deaires to negotiste & deys o
week for eix houre a dey each week, obviously intending for

" the parties to go beyond that 1if they mutually desire to do
so. 1o contrsat, POPA proposas thet negotiations be
conducted on only core days (Tueedeys end Thursdays) betvesn
core hours (between 9130 a.m. to 3:00 p.m.). (TR. I1I1
139-41) Ae minimel as thie 18, 1t 1e lese then it purporte
because of the effect of POPA's proposals in Saction 2, b
asd 4, (which will be ¢iscussad leter) and beceuse POPA
believes the cors hours ares the meximus liafte! (TR. III
142, 144-145) The most 1iikely result 4s thet POPA would .
maet only tvice e week for seldom more then tvwo houre & day,
es it did io ground rules. (TR, 1-135-136) POPA explained
"c.eowe kept our achedule (emphasis supplied)” and "...we
struck a balance and I find we don't believe that we could
have done any better had we negotisted more hours.” (TR.
1-136)

POPA'e proposal clearly displeys its esttitude toward
the priority of basic agreement negotiations. We will
diecuse undar Section 2e POPA'e fsllecious claim it lacke
the resourcee to negotiate more frequently, Howaver, sven
the cleim of resources iovolves the priority applied to
wvhere and when resources will be diracted.

_ The Panel has not baen persuaded in the pest by
argumsents esuch as POPA's. 1o Oklabhoma Nstional Cuerd and
Local 1694, NFFE, 80 FSIP 43 (1980) (PT0 Ex. CC), the Panel
rejected the agency'’a contention that it wea then {n
nagotietions with two other unions and wes hendicepped by o
shortage of labor relations personsel. B8imilerly, {n Health
Care Financing Admin., Beltimore and Local 1923, AFGE, 8
rsip the Panel reajacted the egency's
claim thet it ves e small agency with staff shortages and
selected the union’s echedule of Mondey through Thursdey
8:00 s.m. to 4100 p.m. over the sgency's schedule of Tuseday
end Thursdey 8:00 p.m. to 4130 p.m. plus Wednesday as o
ceucus or preparation day. The union arguad thet the ageacy
bed a prior history of procrestinstion and that nagotistions
ware likely to be difficult. In addition, in the.-
Philadelphia Naval 8hipyard decieion (eupra) the Panel
atated “neither fnconveniamce to negotistors or the impect
on the union's tressury sre criticel fectore.” (elip. op.

pe 9)

There should be no doubt whet tha Panel would do in
thiea case. It would choose PTO's proposal to enhence the
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prospects for sustained and conclusive bargaining. The
Arditrator should do no less.

c. PIO Section 2b and POPA Section 2¢

The wording of bdoth parties is identical. PTO intends
that no tasks of the nsegotiators shall have & higher
priority than these related to the bdasic agreement
negotiations. (TR. I-97-98) The only exception would be
where attendance elsevhere ware compelled dy the FLRA or
some similar compulsion existed. POPA says “that's
precisely the opposite of what we intended when we wrote
Section 2¢.” (TR. 1-98, 1, 14-15) 1Instead, POPA says “these
negotistions do not have s higher priority than most of our
other labor-sanagesent duties.” (TR, 1-105, 114)

This dichotomy identifias three significant factors
other then the already obvious one that POPA has little
regard to any obligation to negotiste a basic agreement.
(TR, 1-99-101, 104-105) The first is that where words or
coucepts of common meaning should oot necessitate precise
phraseology, such specificity unfortunately is essential in
the ground rules agreement. In otherwords, PTO s willing
to give union negotiators relief from vork assigoments and
freedom fros even the threat of work demands. Instead, POPA
vants to etretch this provision to encompasa all “other”
lador-managenent “duties” to hava priority over work
assignments. POPA does not stop there, it visws this
provision as granting ite negotiators “othar”®
labor-management "duties” to hava priority over tha basic
sgreement negotiations as well. (TR. 1-99, 103-104,
‘144-147).

re

”  Thus, on the basis of POPA Section 2¢, POPA would delay
basic agreement negotiations "for a couple of weeke” {f Mr.
Ronsld Stern, its president dut not 1its chief negotiator,
had to prepare for performance appraisal nagotiations. (Tk.
I1-61) This revesls & second factor: that POPA views
certain people aa indispensadle to each negotiation and that
the adbsence of one person can mean that there ahould bdeno
"basic negotiations. (TR. 11-62, 65-66)

The third is that there is & reason POPA does not want
to negotiate a nev basic agreement. POPA desires that PTO
make no changes without having first exhausted impact and
i{mplementation (I and I) bargaining. POPA further desires
to engage in such negotiationms 1z isolation and without
regard to any other contractual provisions or tradaoffs.
The vay to affect this aitustion is through the basic
agreement - which obviously POPA wishes to leava untouched.

Added to this conflict is POPA'a desire to be adble to
set unilaterally which I and I matter has priority. POPA
does not wish to have s system to bilaterally estabdlish such
priorities. Thia 49 illustrated by PTO Exhibits Y, Z and
AA, which indicate that PTO desired to deal with flexitime

" negotiations and an arbitration heariaog while POPA insisted
that PTO deal immediately with widening the scope of the
grievance procedure. In stark contrsst to POPA's ground
rule proposals, POPA stated in Ex. AA: .

Thare alvays will be other labor ralations
matters to taka care of. I aud the rest of
tha POPA team are personally involved with
each of the matters that you cite as a basis
for delay and yet we feel that wa can begin
tomorrowv,

POPA admits that “taking appropriate recessss to pursue
our other responsibilities”™ is typicel of POPA's
setbodology, (TR. I-110) even though negotiations oo the
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limited matter of the scope of the grievance procedure took
until Octodber 1980 to conclude. (TR. III-31). 1In this wvay
POPA canp continuslly alter its priorities. At the same
time, POPA may be engaging 1ip a self-defeating action. Such
broken up processes may explasin the longevity of so many
negotiations betveen the parties. Such ioterruptions hardly
lesd to continuity or momentum #0 important to the
negotistion process. Such interruptions bhardly prosote the
“sustained and conclusive negotistions” envisioned by the
Panel. Ino fact, it is more probable thst this procedure
retards effective bargaining.

. In sny event, it should take no imagination to predict
what would occur 1f the Arbitrator were to adent POPA's
position. RNegotiations oo the basic agreement would bde
deferred continuslly in order to address situations vhere
POPA's members are “hurting.” (TR. I1-68). 1In contrast,
PT0's concerns and needs vill alwvays be subject to POPA's
unilateral determinationo of priorities - without regard to
the fact that since October 198) PTO has been attempting to
alter the 1972 agreement and certain conditions vhich can be
changed only through negotiations.

If POPA were really serious adbout its propossl it would
accept & four-month cep on negotiations. The cap would set
sn outer liamit on its use of resources as applied to basic
negotiations. With the csp, PTO would grant POPA 40 hours a
week officisl time to nins POPA negotistors regardless of
whether they attended negotiastions or vere sttending to
"other” lsbor-~managesent matters. In othervords, POPA could
sachieve its asnnounced goal of tending to "fires™ but without
delaying, deferring, or retarding the negotistion of s new
basic sgresment. -

d. PTO and POPA Section 2s

Bers, too, the parties have identical propoesals bdut
opposite intentions. PTO intends that 1f either tesas cannot
have five negotiators present because they srs compelled to
be elsevhere, then oegotiations may be postponed. As in 1ite
Section 2¢ POPA does not viav compulsion as a factor. 1If
POPA 1s pursuing grievances, unfair lsdbor practices, stc.,
POPA bdelieves it has s proper excuse for not sseting. (TR.
11-82-83) Once agaio POPA beliaves 1t has priorities more
pressinog thao basic nmegotiations. (TR. I-85-86, 104-105).

POPA'e central theme 10 to bDuild 1n ssnctificatios of
its desirs to avoid bdesic sgresmsnt bargsinciang. WNot only
should the Arbdbitrator dany POPA justification for 1ite gosls,
but sleo the Ardbitrator should recogniss ths afforte which
POPA will maks and the degrae to which POPA will go to avoid
the conclusion of negotistions oo a nev basic sgreement
unless he imposes an sutomatic impasse device - whether it
be a four-month cap or use of the mediator/arditrator/
fecilitator.POPA's proposals, such as Section 2a, should
remove any doubt that the bargeining process will be
thvarted unless there 1is s pre-estasblished impasse device.

e. POPA Section 2b

POPA proposss that if either tesm belisves it needs
additionsl prepsration time, the next sessioo will not be
held. This 1s sn exsmple of & proposal that under npnormal
circumstsnces vould be sn expected accommodation or courtesy
“extended by the parties. Under the circumstances of this
cape, 1is there any doudt what would occur 1f this provision
weTe in the ground rules? 1If POPA 1is alloved to operate
within a systes vhich sllovs hasic agreement negotistions to
be of the lovest priority it 1s odbvioue POPA will devote 1its
time to those mastters it deems more importsnt snd, io fact,
will mot have spent time to prepare for basic negotiations.

51-688 O—85—17
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Under these circumstances, POPA can truthfully say it 1s not
prepared. Why should ground rules allov POPA to do this?
POPA has operated this way with regard to performance
appraisal negotiations snd these sessions are nearing the
three year mark. (TR. I-50, 78). 1Ia short, the proposal
grants a justification for delay. It does not encourage
sustained and conclusive bargaining.

Although PTO opposas this provision, wa balieve that a
4-month cap or the use of a mediator/erbitretor/facilitator
could 1ohidbit POPA from making use of the postponement
provision that it othervise would reasonably be expected to
sake.

f. PTO Section 24 and POPA Saction 2

Consistant with its desire to defer and to coatiaue to
defer besic negotiations, POPA proposes that negotistions
‘requested prior to September 23, 1982 -~ the dste the parties
first met on ground rulas - vill have precedance over basic
negotietions. PTO is willing to use ths same date bdut to
apply it to only those nagotietions commenced - sot .
requested ~ prior to that dete. Ip addition, PTO is willing
to negotiate concurrenily on thoss matters. It is not
willing to ellow other negotiations to heve precedence. In.
fact, 1if there is a valid baeis for choosing a date for such
purposes it would be June 10, 1981. That date 1s chosen
because it 1e the dete that PTO tried to enforce its rights
with regerd to officisl time used by POPA end which PTO
later sgreed to deal within the basic egreement
negotistions, vhich PTO requested on Octodber 21, 1981. By
using a date subsequent to June 10, 1981, POPA s adle to
obtain priority or equsl atanding for omatters on vhich 1t
requested dargaining aftef 1t had prosised PTO it would wrap
up negotiations on cutting off preparation time for grievances.

Even if the June 10, 1981 date were not the cut off
date, it is difficult to accept that POPA has & justifiabdle
basis to cleinm priority on matters which it hee not deemed
urgent enough to press to impesse or to egree to press to
impasse. Illustrative of the {llusory osture of most of
POPA's proposels = which are intended as obstacles to
getting to the dasic agreement ~ is the fect that POPA would
have "merit assignment” take precedence over basic
nefotiations (TR. 11-83-85) because POPA requested
negotiations prior to November 16, 1979 (POPA Ex. W, TR,
11-110). However, POPA has yet to ever subait to PTO its
bargaining propoesls. (TR. II~-121). Nevertheless, POPA
claims its demands have grsatar magnitude and importance
than the basic agreesment.

Another exsmple of the finequitable result vhich would
occur under POPA's proposal would be that priority would be
given to “shoe card” negotiastions requested on August 11,
1982 (TR, 11-109, 118-119). Thue, priority would be given
even thougd a request was made after PTO requested bdasic
oegotistions.. Similarly, priority would be given to the
shoe chrd situetion even though it hes remained dorment for
well over & year. (TR. 11-119),

POPA's proposal further confirms vhat has been repested
throughout this brief. First, despite POPA's contentions to
the coatrary, the proposal by definition indiceted that some
negotistions betveen the parties have axisted for protrected
periods of time. Second, basic egreement megotistiocns are a
®luxzury”® to POPA when 1t has “fires” to tend to which are

_ "much more important” than the bdesic agreement. (TR.
11~116-117). Third, POPA wishes to desl with those aspects
it deems significant ino s way that fnsulates it from having
to take into sccount other matters or to make tredeoffs.
(TR. 11-68-70), -



191

Another dimension of this proposal, which is integral
to the prodability of delay, 1is POPA's premise tbat it does
not heve the resources to deel with more than one
negotiation at & time. This 1s why POPA would vievw 1its
proposal to mesn that not only vould certein negotiatione
take precedence over besic negotietions, but also that
preperetion for such negotistions also would teke precedence
over besic negotietions. (TR. 11-61).

The fallecy of this cleis is revealed by PTO Exhibit ¥
vhich shovs official time used by POPA during the first 10
months of Fiscal Year 1983 and does not fnoclude such things
as union-sponsored training. Out of s unit of ebout 1400
enployees, POPA has 23 esployees who each hed used more than
30 hours of time. All bBut one had experiance in grievance
presentation or preparetion. All hed experience in engaging
in ocegotiastions or consultation. Of this toal, 13 had gsed
sore than 200 hours of official time. It s clear that POPA
has a pool of high graded employeas, many of whos are
attorneys, to perform tasks for POPA and many already hava
coosiderable experience in perforsing such taaks for POPA.

The transparency of POPA's contentions is further
reyealed by POPA's insistence that it have nipe meabers at
the bargainoing table to negotiate the basic agreement - a
matter vhich it claims s of infinitely lesser importance to
it. Obviously, POPA can reduce its bargaining team oo the
basic sgreeaent end have smple resourcas to deal with (te
more pressing priorities. Hovever, even 1f POPA were to
encusber the services of nine members by placing them at the
bargsining table for basic negotiations, POPA's resources
still availabdle to conduct other negotistions and to pursue
grievancee, unfair lador practices, etc. 19 80 vast that
most other unions representing larger units would bde
envious.

Ibhe large number of representatives availadle to POPA
plerces POPA's vell of tears and bares the speciousness of
POPA's claims that it canonot devote its “limited” resources
to more pressing and urgent matters 1if priority was given to
baeic negotiations. In addition, sinca the facts lesve no
doudt that the availadility of resources do mot justify
POPA's demands with regard to time and priorities, then
POPA's blatantly open purpose - to make basic agreement
negotiations secondary to evarythiog else - should be
. specifically addressed by the arbitrator. In other words,
the issue 1s not of preparation time, sequence, or other
procedural niceties. If the basic negotiations have the
bighest priority, then the Arbitrator should remove wvhatever
devices POPA would usa to slter that priority, hovever
iooocent any of those devices Sight be when vieved 1o
isolation.

g. [EI0 Bection ce enc 7072 %ection of

PI0 Bection 2¢ snd POPA Bection 2f

PTO proposes that £f midters changes occur during basic
cegotiations they should be combined with the bdasic
agreement except for changes mandated by statute or
goverosent-vide regulation, or overriding exigency. If a
cap on megotiations vere imposed, PTO would agree to refrain
froo makiog any changes during the ceap period with the
sxception of parking or smatters iovolving an overriding
exigency. (TR. 1I-128). HNeither arrangement should bde
construed to adversely affect or modify notification to
POPA.

This lasst proposal s a concession by PTIO ooly to make
s cap more acceptable and would be impossidle to do without
s cap. 1o the context of what could ba expected 1if there is
no cap, PIO actions would be frozen for years.
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POPA's proposal goes beyond this. POPA proposes that
even if there is no cap, no mid-term changes could be made
until a nev basic agreement is signed. POPA does not
confine its proposal to these matters vhich would require
uid-ters bargaining. A bargaising obligation extends to the
union only when a cbange in terms and conditions of
employsent is substantial, when the union's proposal is
related to that change, and vhen the union's proposal s
worded 1o s manner vhich is within the mandatory scope of
bargaining. POPA's proposals vould not require these
conditions to be met. Apparently, POPA, through its
propossl, expects negotiation rights to changes not
triggering bargaining rvights of POPA.

POPA doss not stop there. POPA believes that
sutomation is of priority etatus to PTO. Therefore, it
desires to pradetermine that no overriding exigency can
exist with regard to sutomation, so that PTO will bde
precluded fros moving ahaad with automation until an
sgreement is reached by the parties. POPA's proposal 1s an
{ndicator of howv long POPA believes negotiationa will go on
without & cap. POPA's propoasl sddresses 1 and I bargaining
on automation when it does not expect the implementation to
occur until tvo or threa years £ros nov, after revieving the
. results of a "test bed operation.” (TR. I111-8, 1,18-22). 1f
negotistions were to conclude vithin a “ressonably short
period of time” POPA will mever have to worry ahout this
“dilemma”.

The effect POPA intende 1s quita pronounced whan viewed
in conjunction with ita other proposala. POPA proposes that
all matters of concern to it shall have priority over the
basic agreeament. It apecifies its priority proposals bde
pegotiated saparataly. 1In coantrast, the only way PT0 ecan
make changes 1a to reach total agreement = an agresment
which POPA openly dasires to defar. 1Inp fact, despite
constant atatements by POPA throughout the proceedings
before the Arbitretor that agreements be put into effect
once they are reached, POPA would delay implementetion of 1
and 1 agreements unti{l the vhole contract {s negotiated.
(TR, 11~-148-149, I11-12, 23-24), Thus, 1f pegotiations took
four years, PTO would be blocked fros msking changes for
four years. POPA would allov for negotiations on matters
{ovolving an overriding exigency but only at the expense of
further deleying the basic agreement. POPA expleins that
concurrent pegotiations are very unlikely “because the chief
negotiator in these negotiations is & very importent
negotiator in the other negotiations also.” (TR. I1I-65-66).

These effects srfe so outrageous that it should mot be
neceosary for PTO to spell out vhy it 4s opposed to POPA's
proposal. 1o addition, it ehould be obvious that the
concept of “overriding exigency” is contingent upon timing
and_that a change which is not overriding at one time can be
at .another time-provided that the timing has not been a
“bootstrap” product of the agency. Therefore, it would be
inadvisable to determine in advance what will or will not he
en overriding exigency at a later time. PTO d1d offer POPA
a role 1o the automation planning process, but it ghould bdbe
no surprise to the Arbitrator that the parties were unable
to reach agreesent oo hov this would be accomplished. (TR.
111-15-16).

h., PTO Section 9

P10 proposes here vhat most unions would viev as a
ms jor conceseion -~ to remove any obstacles to the impasse
procedure causad by a nagotiability diepute. PTO proposes
the procedure that the Panel prefers. Upon impasse the
third party ahould attempt to resolve the iasve as if there
ware no negotiabilicty fssue. In this way if the union does
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oot prevail oo ite proposal, negotiadility is moot. 1f the
uoion wers to prevail bdut with different vording which
circumvents the negotiability issue, the issue once wore 1is
moot. Without such a procedure impasse vould be delayed at
least 18 months 1f the FLRA's preeent timetadble continues to
" apply. PTO's proposal sffords POPA an opportunity end a
timetable to negotiste a propossl to sudstitute for any
proposal found noo-negotiable by the FLRA.

Just as POPA previously clsimed that the Arbditrator
sbould defer his intarvention until the FLRA acted upon its
negotiability appesl in this ground rules impasse, POPA's
position 18 that it would rather wait for a decision by the
FLRA before going to impasse. (TR. 1-132-174).

The message 1o quite clesr as it has been in each of
the proceeding proposals: POPA does anot desire to have a
successor agreement to its 1972 bdesic agreement and it
wishes to keep that sgreesent in place as long as it can.

4. PTO Section 6f

The purpose of PTO's proposal 1s to estadblish the
concept of packaging and prioritizing. It fs simed at
avoiding disagreement on vords before the parties get to
dealing with wvhether or oot they sgree on the ides. (TR.
1V=-75-76). POPA prefers to go sentance by sentence and to
dvell on sach vord having en independent meaning. POPA
sduits that they go line by lice, focus oo small segments,
do bot sask general sgresesent oo inteaat, and do not look at
the potential for tradeoffs or interrelationships. (TR,
1V-77-78, 92). Some may dissgree on 1) whether 1f people
can agree on & concept then they can arrive st wording or
even scbprinciples snd 2) vhether packaging or prioritizinmg
can bring adout agreement that may not otherwviee occur.
Hovever, in this cese, the approach used by POPA has baen
counterproductive in these ground rulas. (TR. 1IV-89). The
longstanding nature of disagresments on sany negotiations
betveen PTO and POPA speaks for itself. Reflection on the
srguments made by POPA throughout the proceading before the
Arditrator should verify that smong the many {mpediments to
agreement has been the failure to firet identify aeareas of
common agreement and areas of potentiel tradeoffs.

Obviously, use of PT0's epproach doss not gusrsotee
success. At the eame time, if POPA finds that not only 1t
works, but also that it cen bde to ite sdvantage, then some
beneficial result may occur which will last besyond thase
vegotidtions.

In any evant, we urgo'tho Arbitrator to not condesn the
parties to continuing to repeat the mistakas of the past.

3.- PI0 Section 6a and d

The purpose of these two proposals is so that PTO will
knov who 1s speaking for POPA, since POPA speaks with so
. many voices (TR, 1V-47-48) and to ensure that productive
‘'sessions will occur even 1f the chief negotiator canmnot
attend. (TR, 1V-72). Bopefully, thess provisions should be
uncontrovarsial in light of POPA'e embracement of 64 with
the deletion of the words "by hia®™ 1o the first 1ine. (TR.
1V-75). Bowever, PTO does have concern when My, Starn says
on behslf of POPA that negotiations cannot take plsce
without his presence. (TR, 11-65-66). PT0 has concern vhen
Mr. Oresky, on behalf of POPA, exprasses distress “"that
vhatever the chief mnegotistor says is & comsitment for the
teen (emphasis suppliad).® (TR. IV-70). The procesdings _
before the Arbitrator should certeinly demonstrats the need
to 1dentify POPA's epokesman and to creste & mechaniss for
an orderly procedure.
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In short, what PTO is asking for should occur without
having to provide for it. In this case, the need for it {s
self-evident and if a cap wvere imposed to facilitate
negotistions POPA may even need these provisions in order to
saintain the fnoternsl discipline it will noeed to best pursue
pegotiation proposals.

k. PTO Section b¢

PTO proposes that the ground rules provide a mechanisa
for & person to attend negotistions for the limited purpose
of providing technical information snd snsvering questions.
The reason for the propossl is tvo fold. One is so that the
parties do not sit for days srguing sbout some aspect of
physical facilities or the sdministration of certain
personnel rules wben someone can come in and rasolve the
factual controversiss. In othervords, the dissgreement
should focus on what tha parties want to put in the contract
becauss of the facts. The second purpose is prevent
potentisl sbuse by setting out shead of time the limitations
on the use of such pasople. (TR. IV-49-51). The provision {is
not intanded as s davice by vhich an opposite party csn
coapel sttendance of & person for discovery purposes. (TR,
1v=-58).

Perhasps POPA 1s right that undar normasl circumstances
this cavld be arranged on an sd hoc basis. (TR. IV-52).
Bovevar, tha Arbitrstor should be sble to recognisze that 1t
would not be onlikaly for tba partiss to spend sn entire day
discussing such an ad hoc arrangement when the time comes.
PTO faars thst without such a provision it may not be able
to cut short endless discussion by ssying "we'll brinmg X in
tomorrov and ha can snsver your quastions on why it is done
the way it 1is done now."

1. PTO Section 6e

This provision is & perfunctory one to provide for
caucuses but achieves a second purpose to give breathing
toom for concentrated intensive bargaining. It openly
allows for a csucus to be s short rest bresk. This 1s so
that & party needing rest does not ask to rsceas for the
rest of the day. (TR. IV-60-61). It 1a also intendad to
avoid the situation vhers a party amaskes sn excuae for s
esucus when its real purpose is to tske a ahort bresk. (TR.
I9-62). When the real purpose is recognised by the oppoaite
party, trust 1is damsged.

POPA opposas this provision dsspite its iseistence that
parties cso unilaterally postpons nagotiations for & nuaber
of diffarsnt ressons. Perhaps POPA's concarn is that only a
short breek is sllovwed rather than s postponsment. 1In any
event, the basis for POPA's opposition fs unclesr. During
the hearing POPA stated that “both sides should have to
agree to it." (TR, IV-63). Minutes lster, POPA said "this
should bde done by unilateral action ... and not made
dependent upon mutusl agreement st the time.” (TR. IV-6S5).

s. PIO Section 8

This provision has two purposass. Onve is to speed
things by indicating thast nsgotisbility appesls should be
sent to the Director of Personnel and not to the Secretary
of the Department. The sacond is to clarify that
negotistors aign, the principal executss and then the
Dapartuent revievws and spproves. Tha Dapartment, not PTO
"haa the negotiability review function. (TR. IV-131). As
discussad 1o length by the unicn, POPA beliavas that in the
space negotistions tbe Commissioner was the spproving
suthority when, in fsct, he was the exzecuting suthority.
S8ince there is an unfeir labor practice complaint based on
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this mistake, it would serve the parties to set forth the
correct procedure snd to not have vhat gshould bdbe a
substantive dispute be decided on & procedural basis.

n. PTO and POPA Section 10

The parties disagree on even the gimple concept of what
happans upon eigning an sgreement. PTO asats out a time
1imit for signing. POPA dose not. The 30-dsy period in 5
U.5.C. 7114(c) does not apply to the Commissioner since
approvael suthority is at the Department level and not st
PTO.

In addition, PTO sets forth what happens, including a
time achedule, if the agreesent is disapproved. POPA does
not. What POPA does provide for ia to preclude the
Commissioner of PTO from declining to sign sn sgreement on
the basia of conflict with Dapartment ragulastions. The
Commissioner has no suthority, on behalf of the Department

_to waive the Dapartment regulstions.

The critical issue once again is time. POPA onca again
does not want to ba constrained by any time periods 1f it
doss not get vhat it wents at the bargaining table.. Once
again POPA says it does not want to predeteraine ino advance
such things. (TR. 1V-152). This is 1in stark contrast to
POPA's Section 2f which wanta to predatersine whether
sutomation involves an overriding axigency. It is 1o even
more glaring contrast with POPA'e proposed Section 9. 1In
thet proposal, POPA proposes that if {te memdership rajaeta
the .;rcalant. then negotiatione would bde reasumed

" *"i{mmedietely.” In othervorde, once POPA's leadership
decides it wants en agreement, then a totelly different
approach is sppropriate. In addition, without a time limit
for POPA to sign the agreesent, there is no time within
wvhich POPA has to seek retification. Both POPA and PTO
proposels do not specify e time within which o retificatton
vote must be taken.

o. POPA Section 4d

POPA proposes that negotietions begin the first core
dey efter the ground rules asgreesent is eigned. Since the
agreement vill be an erbitration decision, the same timing
would follow. However, POPA appears to be backing off of
this sod the Arbitrator sppears to be in agreement. (IR.
“111-161-162).

- Obviously, if s mediator/arbitrator/facilitator wvere to
be uveed, negotistions could not bagin until someone ves
selactad by the parties or someons was ismposed on the
partieces. Howvever, it s critical that negotietions begin ae
soon as posaible. PTO openly fears that {f any latitude 1is
given, the greatest possibdle delay will occur. 1t has
already been documented that POPA insisted thet ground rules
negotietions could mot begin until both parties exchenged
proposals. The usuel procedurs is to first estadblish ground
rules, 1if only to grsat to the union officiel time to
prepars its proposals. 1In thie case, POPA has yet to ever
subait to PTO its proposals, despite continusl promises that
POPA wves about to submit them. With this history and with
PTO having requested on October 21, 1981 negotiations and
with PY0 having requeeted in Jsnuary, 1983 Psnel ection, it
should be obvious that PTO desires to evoid anything which
could become a furthar dasis to postpone further the
commencesent of negotietions. We beliave that the very
leest the Arditrator cen do is to not allow still further
delay to occur.
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2., Subsidization of POPA

s. PTO and POPA Section 3

PT0 is willing to grant & veasoosble amount of official
time to POPA bargaining teas members to perfora all.
neceseary ancd relevant activities ralated to basic
negotiatione. The only worde of limitation are that the
amount be “ressonable” and that euch time be granted to POPA
tess whan “othervise in a duty etatus.” Thereforas,
preparation time would be grantad without as hourly or other
gestriction. This is hardly a hard mosed bargaining
position. 1If the Arbitrator were to grant a cap PTO would
be willing to give each of the 9 POPA team menmbers 40 houre
of official time during the tarm of the csp without regard
to the relevance of thaeir activities to basic negotiestions.

POPA wvants more than this. POPA wants to be paid
overtise or compensatory tise, at the alection of the
‘amployee, for any negotiation time spent outside of regular
working hours. Thuse, 1if negotistions wvere to go one night
‘to 63100 p.u., the POPA teasm would receive overtime. 1f a
POPA team membar decided to look up some cases or draft e
proposel et home at night or during the weekend, he would
recaive overtime.

POPA has ove of two goals in asserting such a demend.
Since POPA vent to extrames to dredge up negotiability
issues, POPA mey have rtaised this iseve merely to tie up the
grosad rules in e negotiadility dispute, es the proposal is
blatently contrery to lav, (See PTO Ex. MM). 1la the
alternative, POPA desiree PTO to subsidize it. POPA i
saying it is not worthwhila to POPA to engege in basic
negotietions or related activitiee unless they gat paid,
P0PA wante PTO to do the paying.

POPA has & membership of high graded employses with e
duee structure leaes then the claerical employeas. (TR,
1V=-28). POPA hae voluntarily decided to not affiliete with
a national uanion which could provide negotiation
assistance. Therefore, POPA by not paying per cepite duse
bea choaen to use its own resourcas. It {s dieingencue for
POPA to pleed poverty and then .clais PT0 should pay for what
POPA 1s uavilliang to pay for iteelf. It ie further
reflectiva of POPA'e attitude towards basic vegotiations if
the only way POPA will spend time thst say be aseantiel to
productive bargeining {s 1f PTO will pay the amployees
overtime.

POPA retionaliszes its position with the cleim tbat ell
of ite negotiators “should be paid overtime beceuse we eare
acting in the interest of the government and thie is the

. work aessociated with the Agency and furthers the goels of
the egency.” The Supreme Court disagrees. In Bureau of

Alcohol, Tobacco and P‘r.lrll ve YLRA, U.8.
1983) the Court eaid:

neither Congress' declaretion that collective

" bargeining is in the public interest nor {its
ase of the term of art “officiel time" warrants
the conclusion thet employse negotiators are on
“"official bueiness of the goverament.” :

There 13 no evidence, hovever, thet the [Civil
Service Refors] Act departed froa the basic
essumption underlying collective bargaining in

6PTO Ex. JJ, p. 6=7,
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both the public anéd the private sector that the
parties “proceed from contrary and to an extent
sntagonistic vievpoints and concepts of self-
interest,”

Not only does POPA fail to produce any evidence to show
that relief from paying ite ovn way is consistent with
prevailiong practice, but it fails slso to shov where it has
dbeen paid any place elese. POPA also fails to provide any
facts that could justify 4t being the first Federal ssctor
union to receive such a bonus for participating in the
collective bargaining wvhich {s required by statute.

b. POPA Section 4¢

POPA proposes that after the parties have met for 300
hours, they could meet on Saturdays. Consisteat with its
proposal 1o Section 3, POPA team members vould be paid
overtime or compensatory time. Ino short, POPA teas members
would receive additional pay for engaging in negotiations if
bargaining proceeded long enough.

This 1is a variation of the same ourageous demand POPA
made 10 Section 3. POPA is saying very clearly that it
. should not and will not accelerate negotiations or meet more
frequently, unless {ts team members will derive a direct
pecuniary benefit.

Once again there is no resson for PTO to revard POPA
tean members for doing what they are expected to do 1if they
decide they want to voluntaer their servicea to POPA.

¢+ POPA Section 6

POPA proposes that PTO provide free use of word
processing equipment, typing sentences, and computer legal
research faclities as well as the free use of personnel to
operate these devices.

Once again 1f POPA has chosen not to raise through dues
the funde sufficiant to support its bargaining efforts, then
PT0 should mot be expected to supplement POPA's dues. In
short, POPA has made s choice. POPA should bave to live
vith 1t, i

POPA's proposal specifies that it 1s “{1])n order to
effectuate the purposes of the statute.” Howvever, the
Supreme Court, 1o BATF v. FLRA, supra, states “Congress
contemplated that unions would ordinarily pay their own
cxpenleo'7 POPA claims it needs such services to be in an
equal footing vith management. (Tr.lV.27-27) The Supreme
Court says equality is not rcqulrcd.a (Tr.1V=-27). Once
again, POPA has failed to point out any special
circumstances wvhy PTO ahould pay for vhat POPA members do
not want to pay for, after having bhad full opportunity to
set out ite evidence. (Tr., VI-29).

POPA's proposal specifies ite demand s also “to
expedite these negotiations®. If a cap vwere placed on
“negotiations, thereby making it more possible for PIO to
mapage tha situation, PTO would be willing to provide, at
the same rental cost it pays, sccess to vord processing
equipment and coamercial data bases, but will pot provide
operator services. (TR, IV-25). POPA would have to provide
four-hour notice, since it will take special echeduling to

714. at pe 6o

814. at p. 7.
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mske machipes avsilsbdle. (TR, IV-30). Although PT0 may have
to pay overtime for its scheduled work to be done, due to
the use by POPA, PTO is willing to bear that cost as the
cospromise to conclude the negotiations within a fixed and
reasonable time. However, it would be too burdensose to
provide such sccess for a prolonged period of time. PTO
shuld bsar this burden only if ths nagotistion process will
be truly expedited.

d. PTO and POPA Saction 1

The basic difference betveen tha parties is that PTO is
uavilling to pay official time for more than eix POPA
members at the bargsining table or for more than esix POPA
mesbers at any one time. POPA claims that becauss PTO
dasires a teas vhich includas 3 alternatss, and becsuse 5

U.5.C. 7131(a) does not use ths tera “alternstes™, POPA i3
entitled to have nine meabers at the table. POPA claims
this entitlement as s matter of right. (TR. 1-48, 29-31).

" Becsuse this subject has been briefed to the Arbitrstor and
a series of case decisionshss been suboittad to him, we will
discuss only whether ths Arbitrator should graat POPA its
propossl on tbs basis of its merits.

The first problsa is vhathar POPA i{atsads tbars to be
sltarnstas instead of the tasm limit being nfns stated
fadividuale. Apparently, POPA fntends for there to be
slternates ino sddition to the nine negotiators, as {t
brought Richard Fisher to substitute on January !l, 1984 for
the absent Edvward Wojciechowice. POPA eventually ascceeded
to PTO's objections to Nr. Fisher's presence on official
time, but it is unclear whether POPA believes its proposal
allovws it to have slternates come to the bargaining table.

The eacond issue i{s vhy POPA needs to have nine members
at the bsrgaining table. Firat POPA claims {t needs to bave
a diversity of wmembers to bs representative of the unit.
(TR. 1-24). Under sny circumstances, nine is & large number
for a unit of its size housed in a common location. (IR.
1-25). If POPA's basis is diversity, ecrutiny of the
‘composition of POPA's team reveals POPA's tess was not
selected for such s resson. The mechsnical examining sres
consists of fivse groups, but POPA's three mechanical
reprasentatives vere from the same group at the time of
their selection. There are five electrical groups, and two
of POPA’s three representatives vere fros the asme group.
There are five chemical groups but POPA's two chemical
represcentatives vere from the same group. POPA claims 1t
has vast diversity within fta unit and that it represents 25
different jobs. (TR. 111-92~93). However, all the rest of
the unit is represented by one persom, whbo is an exssiner es
contrasted to other non-exsminer profeseional categories.
(TR. V=-175-176).

The tbird prodblem is the affect on negotistions by
having nine people at the bargaining table representing
POPA. :

: A lsrge number of people at the bargaining tadble ia not
conducive to successful negotistions. (TR. 1I-24). POPA
opposes more people st the table in the form of observars.
(TR. 1V-36). 1o vieving specialists, POPA looks at the tean
wvith the greater number of people at tbe teble as possessing
so edvantage. (TR, 1IV-55).

Because POPA claimp its “other” responsibilities have a
higher priority then basic negotistions snd beceuse all its
tean mesbers are on other bargsining tesms (TR, 1-35, 37),
it will be difficult for POPA, by ite own edmission, to bhave
pine people st the bargeining tadble. (TR. I-24). Moreover,
it 1s inconsistent with POPA's claims of priority to place
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so msny of its key members on the basic agreement
pegotiations. (TR. 1-24, 101-102). POPA's clais lacks
credibility also because it fncludes grievances among {ts
other responsibilities, but mevertheless it has & prior
record of members who handle such mstters while seldons :
serving on oegotistion teams. (TR. I-83-84, 85-86, PTO EKx.
).

Once again POPA uses the performance appraisal
negotistions as an example of the usefuloness of many tess
members (TR. 1-34) when, in fact, such negotiations continue
to drone on sioce April 28, 1981. (TR. 1-50).

Io ehort, POPA's proposal will make negotiations even
more uvamanageable and more difficult to hold. 1If all POPA
wvants is to expand the number of people to engage in
prepsration sctivities, PTO 1s willing to give all nine POPA
team members 40 hours a week official time without regard to
the relationship of time spent to negotiation sctivities
provided that there is a four-montb cap on megotistions.
PT0's propossl is msde only to ensure that the cap period
will provide the capability of producing full agreesment by
the and of that time and to ensure that uvse of preparation
time or satellita negotiastions will bde productively
vtiliszed.

The Panel decision in Veterans Adminietration Regionsl
Office, Houston, Texas and Local 1454, NFFE, 81 FSIP 1
(1981) (attachment B) is instructive. o that case, the
union desired sixz people at the table oo official tima
because the agency vanted three regular memsbers plus three
alternates. The Panel rejectad the uvoion propossl and
accapted the agency's proposal of three-member teams plus
alternates. Taking into account the counterproductiveness
of POPA's proposal and the exhorbitant cost factor of nine
high graded POPA members with uo corresponding benefit, the
Arbditrator shoudl follow tha example of the Panel.

e. PTO and POPA Section 5

PTO provides for making available a meeting and a
caucus Troom. POPA's propoeal diffars in that these rooss
would be “dedicated solely for the negotiation sessions.”
POPA intends that no other people could use the room during
that time regardless of wvhether negotiations vers not in

- progress at the time. (TR, 111-170-171). 1If there wvere
continual use, esuch as proposed by PIO in {ts Section 4,
this propossl would make sense. I1f there were the
infrequent use of the rooms as intended by POPA's Section &,
there vould be a tremendous vaste. POPA explains that it
could leave its materiale in the rooms 1if they were set
aside for such exclusive use (TR. 111-172, 174), but thia
infers POPA would look at their materials only whee 1n those
rooms 8nd would not teke materials bdeck to their own roo-c
or hols to prepare for later sessions.

POPA's proposal does not make sense vhen space 1is at'a
premtus (TR, 111-184-185) and wheo POPA has been crying
ebout the lack of space for exsmiocers, ae illustrated by the
“space negotiations.” (TR. 111-176). 1f POPA wants to have
an office it should negotiate for it or pay for it itself
inetead of PTO paying for it. (TR. 1I1~-176). However, as is
typical of POPA's attitude, POPA claims it s oot worth
making tradeoffs to obtain ao office. (TR. I11-182-183),

Apparently, POPA does not believe in making tradeoffs
for anything. 1In any event, POPA bas provided no support
for denying others use of unused rooms for the sole purpose
of relieving POPA members from carrying negotistion
naterials with thas.
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- 3. Miscellaneous
7 a. PTO Section 6b and POPA Section 7

PTO would allow observers while POPA would not allov
them st all. PTO's purpose is for training snd enhancing
later adajnistration of the contract, (TR. IV-39-40). POPA
views PTO's proposal as ruse to avoid the statutory
obligation that both teams be equally represented. (IR.
IV=-35, 37). PTO is willing to add additional restrictions
on use of observers to allay POPA fears, but the benefit
derived from observers can be helpful to comstructive
rTelationships. 1In fact, despite POPA's scoffing at such
benefits, POPA claimed 1n a different context that someone
at the bargaining table for only a short period of time
could)plek ap the real flavor of what is going on. (IR.
IV=-56).

. POPA claims also that allowing observers would open the
door to POPA mbers attending and vho would later give the
bargaining team “a rough time at the next executive board
meeting.” (TR. IV-39). Although this was not PTO's intent,
in the case of POPA the result might be sslutory. 1In any
eveat, this position is fnconsistent with POPA's repeated
nnler;lonl of being “a very democratic organizstion.” (IR.
© IV=39).

Thie provision obdviously 1is not critical to the
resolution of the impasse. However, it 1s reflective of the
degrae of difficulty the parties have in resching agreement
on almost anything - unless in this case POPA has gone to
extremes in trying to find items to magnify the impasse. In
aither event, it illustrates the probability of what is
1ikaly to occur ia basic agreement negotistions 1f the
Arditrator doess not sstablish & mechanism or procsdure to
reduce this likelihood.

b. POPA Section 8

POPA desires that the Cosmisstioner (snd the President of
POPA, vho is already on POPA's bdargaining tesm) to personally
attend all negotiation sessions. Although, PTO did not
assert the non-negotfiasbility of this proposal, POPA, wishing
to create additional controversy, filed a negotfability
dicgpute with the FLRA as if PTO rsised such an objection.
Obviously, PTO rafrained from such sn assertion in order to
avoid the potential that resolution of the ground rules could
be further delayed. (This emphasites the importance of PTO's
Section 9 relative to avoiding negotfability fssues.)

POPA has failed to provide justification for such an
eztraordinary procedure. POPA claims that it has received
more favorable treatment vhen it has met vith his
face-to-face (TR. V=97, 111) and hes inferred that PTO
negotiators are raporting less than full information to him,
thereby diverting his from a more favorable response to POPA
(TR. V. 94-95).

POPA's statements defy bdelief. When arguinog in a
different context, POPA said that PTO's negotiators report
back to him “personally” and do so oo a regular bseis. (IR.
1V-157). POPA ststed the Commissioner already “"most
certsinly is monitoring these [negotiations) very closely and
is avare of vhere they're going.” (TR. IV-158). POPA tried
to claim that BIA's success with a cap vas possible bdbecause
of a good relationship betwsen the parties. And yet one of

" the pecple advising BIA ino that situation 1is one of the
people now accused of contaminsting the mind set of the
Coanmtissionar. (TR. III-79). Most importanct of all is the
accusation of POPA (obviously when arguing for something
else) that PTO is J.P. Stevens - like and the Commissioner
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comes from NASA which wvas portrsyed es bdeing villainmous in
its relations with the union. (TR. I1-104-105).

1f POPA's latter ststements are to be believed it would
be disadvantageous to POPA to have the Cosmissioner present
--at medistion. 1ln any event, for such attendance to bde
compelled extraordinary circusstances should exist. They
have not been shown to exist. Tharefore, there was no need
at tha hearing to contest the fadbrications presented by POPA.

c. PIO Section 9 and POPA Section 10

The parties differ even on what has to occur after the
negotiators have reached agreement. PTO0's proposal indicates
what should bde perfumctory. It etates the Commissioner
executes the agreement and then the Director of Personael for
the Department of Comserce approvas the egreement. The
agreement is not binding until this occurs. Thera fe no
intent to waive the requiresent under 5 U.S.C. 7114(c)(3)
that the Department level must ect within 30 days of
execution and faflure to do so becomes approval.

POPA's proposal eliminates the approval by the
Department. (TR, V-37). By substituting the Commissioner for
the Department, it requires the agreement to become bdinding
onca he has signed it and POPA's president has signed it.
POPA, therefore, proposes that the Commissioner cannot
disapprove an agreement on the basis of conflict with
Departaental regulatione. Despite professed concerns with
equity and timeliness, POPA's proposal contains no time limit
on hov long the POPA president may defer esigning an agreement
ratified by his wmembership.

7 POPA'es explanation to the Arbitrator adds a requirement
that is critical to the time related argusents already made.
POPA views that an agreement cennot be signed off untild
negotiability decisions are renderad by the FLRA. (TR.
11-134, 137).

PTO has presentad evidence that all agreements
are sudmitted to the Department after the Coamissioner has
signed. (TR, V=53, 55, 77). The only evidence POPA subdnitted
to the contrary was ite Exhidit GG, an unfair labor practice
cosplaint. PT0 take strenucus and vehement objection to this
exhibit decause the complaint makes no allegations that the
Commissioner was delagated the authority to approvas
agreements and makes no sllegations that it has been the past
prectice for him to do so. There 1s no indication of the
FLRA having made any investigation. Thare was no
iotroduction of cass lav by POPA, nor citation of 4t by the
PLRA, which characterizes execution as necessarily synonomsous
with approval. We further object to the relevance of the
exhibdit decause 1f POPA had evidence of such practice {t
could have presented that avidence for evaluation of {t by
the Arditrator. PTO further excepts to being put {nto the
situation where it has to fight such a spurious sllegation in
_two forums and indeed, to set out its case before the FLRA
"gets to it. I1f POPA had fscte to present to the Arbitrator
that the Department had delegatad to the Commissioner
approval authority, they had the right to present them.
Hovever, {f they had done so, PTO would have had the
opportunity to redbut those facts vithout relevance to the ULP
proceeding.

In view of this conflict, PTO has chosen to not submit
additional evidence. Hovever, wve do believe that POPA has
shovn the need for the ground rules to specify the obdvious =
that the Department has the approval power. Otherwise, this
will be likely to bds a subject of controversy if the dey ever
comes when the parties reach agreement., POPA has shown also
the need for the ground rules throughout to spell out the
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obvious, eince to not do eoc will be to invite peedless and
protracted debste.

GERERAL

) Among the factors that should be considered in
evaluating the facts and the arguments of the partiee 1s
that, in the words of the Arbitrator, “there are ¢ lot of
things here which don't fit into the trsditional format..."
(TR. I1I-138). Another significant fsctor is the bsrgaining
history of these negotiatione., POPA, with very minor
exceptions, has etood firs by ite January 20, 1983 position
(TR, 11-31) which {s the eeme as September 23, 1982. 1In
contrast, PTO has woved from the first day to and through the
hearing, offering slternate proposals, suggesting tradeoffs,
and revising proposals to make the total packsge more
acceptsble. 1If the Arbitrator views PTO's approach as not
gaining any deference to it position, the lesson will be
learned by POPA that its approech will mot create any
dissdvsntage to it in negotistions for a nev basic
agresment. Similarly, POPA trests most of the issues and
sub~issues in isolation and as having no intsrrelationship.
This approach 1is inconsistent not only with the facts but
also with the mode of iampssse resolution ordered by the Panel
- which was oot sat out as an issue-by-iseue mode. TVor
axanple, the provision for impasse resolution is not a
discrets item from the provision for a time cap. The
eritical iesue is producing s conclusion within a ressonsbdle
pariod of time, when POPA has openly declsred its desire not
‘to do s0 as lopng as it has other labor-managsment duties to
attend to and wvhan POPA has proposed a variety of different
provisions which would ensble it to place basic negotiations
on the bottos of s continvally updsted list of priorities.

The lack of credibility and the manner of presentation
or conduct by POPA should be taken into account by the
,Arbitrstor.

Take for example, PTO's statesent early in the hearing
that 1t believes so strongly that besic negotiations will
take so long without & csp thst it could not take the cbance
on proceeding without ground rules — even though this would
be & way to end the impasse. (TR. I-86-87). WNavertheless,
POPA weda & long-avaited offar, after caucusing, to resolve
the impasse whsn it proposed on Jaovary 11, 1984 that the
parties begin negotiationms without grouad rules.

Sueh chutspah 18 not isolated. The parties exchenged
oo. POPA was informed of PTO's proposad use
a vitnsse and the purpose of his

testimony. POPA utilized the opportunity provided to obtatn
prior to Mr. Combs appsasrance informstion related to his
testimvny., Howvever, POPA thsn without uss of documsats or
vitoesses attempted to offer hearssy evidence pertaining to
Mr. Comwbs' testimony (e.g. TR. 111-85-87). 1In contrast, on
the fioal day of the hesring, POPA brought forth as s
witness, Larry Williasms, without prior notice as to his
{dentity or purpose or opportunity to PTO to obtain
informstiou prior to his testimony. If this were oot blatant
enougdb, POPA presented him as & msmber of the AFSCNE locsl
rapresenting the clericsal employess. (TR. V-4). It took
cross-examination to raveal thst Mr. Williams was not such s
seabar but is & msmber of POPA end is a pateut exeminaer wvhose
grievance over denial of his promotion is being procassed by
POPA. (TR, ¥=13). It is oot necessary to poist ocut the
various contredictions and evasions by Mr. Williems when the
more important matter is that POPA choss not to use AFSCHE's
chgef spokesperson, particularly one who vas present when the
ground rules io question ware negotisted (TR. V-11, 18-20)
end one wvho could respond to questions es to AISCH! []
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strategies, motivations, sud slso the ressons for the fiszal
outcome of the negotistions. As significant as {s the total
lack of credidilicy of this witness, equally, 1f not more,
significant is vhat this says about POPA'e case if this {s
what POPA needs to do to present “evidence™. The
offensivenses of this is compounded by the conceslment of
Mr. Williame 1in contrast to Nr. Combds.

Simsilarly, Mr. Oresky, on behalf of POPA, claimed that
POPA was heavily bogged dowvn with numerous removal cases
(TR, 1-116) and with 100 grievances a yesr (TR. 111-86-87).
In response to PT0's demand for verification, the Arditrator
asked Mr. Oresky to prepare “with some degree of expadition”
an exhibit for revievw and anslyesis by PTO. (TR, 111-106).
Hevertheless, POPA d1d not present its exhibdits EE and FF
until twvo months later on Janusry 11, 1984, once again
providing PTO with lfittle opportunity to present evidence to
the contrary. In any event, POPA Exhibit FF hardly presents
a list approaching 100 grievances, let alone numerous
arbitrstion hearings. Of the employess 1listed in POPA
Exhibit RBE, only two were not probationary employees and the
tvo wvho vere not doth resigned - they vere not removed. In
fact, of the twvo non-probationary employses, tha only action
pertaining to one of them vas & denial of a within-grade
raise. Pormal contact with POPA on these matters was
limited, and most of that wvhich did occur was with three
represantstives who are not on POPA's bdargaining team.

Advocates should be given some libarty in presenting in
tha best light their eides of the atory. But sudaciousness
is snother matter! POPA repaatadly asked the Arditrator -to
rely upon the “expedited” procedures of the FLRA theredy,
according to POPA, making any time delay in awaiting an FLRA
decisfion negligidble! (TR. V-46, 61-62). POPA expects the
Arditrator to believe Rodbert Howlett, the former chairman of
the Panel, to say, cootrary to his public statements and his
actions, that he is indbibited Dy the potential that the FLRA
would find a propossl to bde non-negotiadble. (TR. V-59-60,
75). POPA expects the Arbitrator to bdelieve that Lts unit f{s
more heterogenous than the BIA consolidated unit used as an
exanple of where a cap oo negotistion halped the partisse
reach their ovn agreement (TR. 111-93-93) and that the
PTO/POPA negotiations would be addressing far more cosplex
time - consumiog issues than those addressed in tha BIA
master agreement. (TR. 111-93).

- - We ask the Arditrator to cousider 4f POPA would make
claims such as these so visihly fallacious, then would POPA
oot treat the truth similary 1o matters not so subject to
esay verification.

CONCLUSIOR

The mere volume of words veeded to address a ground
tules dispute over the durstion and frequency of negotiations
1s testimony 1itself to the need for the Arditrator to saet
forth a gound rules fnstrument desigoad to ensure that
productive collective bargainoinog will occur. 1n the context
of 1) the parties' history of axtended bdargaining, 2) PTO's
October 21, 1981 affort to opan negotiations oo a succesaor
agreesent to the 1972 basic agraement, 3) the fact that
ground rules negotiastions bagan on Septembdar 23, 1982, 4) the
fact that PTO raquested on January 21, 1983, Pagel
assistance, and 5) the proceedings befora the Arbitrator
began ovar seven months sgo on Auguet 1, 1983, there can bde
no doubt that without a tisme-csp on negotistions or the use
of a mediator/ardbitrator/facilitator or some similar device,
bargaining will go oo andlesasly. At the very least, the
Panel's goal of encouraging “productive negotiations over s
feasonably short period of time” and of enhaocing “the
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prospects for sustained and conclusive bargaining” will not
be reslized. Morsover, wvhen POPA has openly said that {ts
lovest priority is the bassic agreement and that the time it
tskes to reach an agreement is not a considerstion, it is
imperative thet the Ardbitrator take steps to avoid the basic
agreement negotietions becoming even proportiovately lomger
than the horror story wvhich portrays the tale of the ground
rules negotistions now at {ssue.

Above all, the Arbitretor, although selected by thae
partiee, hee scted by divection of the Panel sad (n ligu of
the Panel (without the request of the perties to do so). Ve
balieve his decisfon should be considered as having been made
ae an extension of the Penel.
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MR. SEIDENBERG: I just noticed that I was:
appointed on July 13, 1983, so I'm known as a property owner
for two years now. But I'm not purporting to be a ground
rules dispute. I submit that is not a normal situation by
any standard of extended discussions,

I doubt whether you'll find in the annals of
the Federal Service Impasse Panel or any other appropriate
Federal agency to find that a neutral sitting on May 10th
ona problem for which he was appointed on July 13, 1983.

I subnit that is not a normal situation, whatever the reasons
may be. It's just an abnormal situation.

And it does violence to all my experience, and
I've been involved in protracted experiences.

Let me ask, and I want the parties to give me
a one-w:ord answer. Do you think, 1f you had an extended
period and I extend a reasonable extended period to continue
negotiations, you could reach an agreement? Mr. Sterm or
Mr. Tupper.

MR. TUPPER: I believe in all honesty, 1
believe that there would be a much smaller number of issues
that would have to be resolved by a third party, a.very
small number of issues. For the bulk of it, we could agree.

S XS qup,_ Ltd — Court cRepotteu

(202} 189-0818
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MR. SEIDENBERG: Okay. Mr. Jascort?

MR, JASCORT: No.

MR. SEIDENBERG: Mr. Tupper, in some measure
a few issues -~ and I presume they would be really important
issues -- the parties are going to agree, and there are some
knuckle breakers in here. I have read the proposais of the
parties, and I have minimized the significance of these
proposals of the parties. You'd be back, you know. You'd
bg negotiating, say, for another six months. And then you'd
still have to go to a third party. Why don't we go to a
third party next week and take care of the problem? Why
don't I refer this back to the Federal.Service Impasse
Panel and let them, begause obviously this is an impasse,
let them use the traditional use that Congress has provided
for, for additional legislative, administrative means? Why
don't we give you a chance to utilize it?

MR. TUPPER: Well, we always desire to

bilaterally agree to what we can agree to. Furthermore, 1

MR. SEIDENBERG: I hope so. That's what I

believe in. I believe in full collective bargaining. That's

-why 1 was very svmpathetic towards Mr. Jascort's request fer

a cap.

S KS qup, Ltd — Court chpotteu

(202) 189-0818
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UNITED STATES DEPARTMENT OF COMMERCE
Patent and Trademark Office

Address : COMMISSIONER OF PATENTS AND TRADEMARKS
Weshington, D.C. 20231

JuL @y 985

Honorable Charles McC. Mathias, Jr.

Chairman, Subcommittee on Patents,
Copyrights and Trademarks

Committee on the Judiciary

United States Senate

Washington, D.C. 20510

Dear Mr. Chairman:

I have read with considerable interest your Jetter of June 28,
1985, concerning present labor-management relations difficulties
between the Patent and Trademark Office (PTO) and the Patent
Office Professional Assocfation (POPA). ! appreciate your
statement that you do not intend to prejudge this matter.
Consequently, in-.answering your letter, it is necessary that
some background be supplied. I am sure that a brief recital of
the history leading to the present situation will help you to
appreciate my actions and why 1 have found them necessary.
Further detafils are contained in the enclosed PTO response to
the unfair labor practice charge brought by the POPA at the
Federal Labor Relations Authority (FLRA).

The unfair labor practice charge filed by the POPA seeks a tem-
porary restraining order (TRO) to preclude the PTO from exer-
cising the rights that 1 believe we have. The Federal Service
Labor Management Relations Act allows only the FLRA, and not a
union, to seek a TRO. Moreover, a court may not grant such
relief if it would interfere with the abfility of the agency to
carry out fts essential functions. Since the FLRA has not yet
attempted to go to Federal District Court to seek an extraor-
dinary .remedy (which it has sought only several times since

its inception), and due to what the FLRA has safd about the
charge, it appears unlikely that the FLRA will seek a TRO. The
"compromise™ now advocated by the POPA seeks to obtain the same
result as a TRO. Thus, the POPA may be turning to individual
members of Congress to obtain the result which it has been unable
to obtain through the statutory procedures.

The current dispute has arfisen out of a four-year effort by
management of the PTO to renegotiate the existing labor-
management agreement which has been in effect since 1972. During
these past four years virtually no progress has been made.

The course of events leading up to the present sfituation began
with a memorandum of June 10, 1981, fin which the PTO notified
the POPA of fts intention to require the POPA to comply with
the official time provisions of Articles VI and X of the 1972
agreement. The POPA responded by requesting an agreement on
ground rules prior to bargaining over the fmpact and implemen-
tation of management's enforcement of the official time provi-
sions in the 1972 agreement. Despite assistance from the Federal
Mediation and Conciliation Service, the parties were unable to
come to agreement on ground rules. Instead, on December 22,
1981, the Assocfation accepted a proposal from the PTO that the
official time matter be incorporated into bargaining over a new
basic contract. The quid pro quo for this offer was an
understanding that such bargaining for a new agreement would
begin within a short time.

Bargaining for a new basic agreement was first proposed to the
Assocfation by management of the PTO on Qctober 2i, 1981. The
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POPA's response on November 20, 1981, indicated that the union
could not select its bargaining team until the PTO explained

the problems and concerns that motivated the.request for a new
agreement. Following the PTO's explanation, the POPA answered
on January 12, 1982, that “[1]t is premature to negotiate ground
rules before efither party submits a substantive proposal....”
The POPA added that negotiatioms would proceed quickly “when both
parties have a substantive proposal on the table." Management's
proposal for a new comprehensive agreement was given to the
Association on July 31, 1982, The POPA finally submitted its
proposed contract terms to management on September 24, 1984.

In September 1982, the POPA Newsletter contained a front page
article entitled "Current Negotiations®. The article's
discussion of basic agreement bargaining began by saying:

"We have just begun negotiations for a

new basic agreement. As we explained

in our last Newsletter, management's

proposal makes no attempt to resolve any

new problems. As a result, these negotiations
should last for many years."

On the twenty-third of that month the parties held their first
meeting to bargain over ground rules. The PTO had fts six member
team present. The POPA arrived with seven negotiators. The
meeting broke up when the POPA team walked out because management
fndicated that the number of POPA negotiators on official time
could not exceed the number of management negotiators. The par-
ties had sixteen additional meetings on ground rules, of approxi-
mately two hours or less, from October 26, 1982, through January
11, 1983, without reaching agreement. The Association rejected
the PTO's request for more frequent sessions of longer duration.
Mediation on January 20, 1983, also proved fruitless.

On January 21, 1983, the PTO requested the assistance of the
Federal Service Impasses Panel (FSIP). The POPA then requested
that management provide written allegations of non-negotiability of
any POPA ground rules proposal. Although the PTO indicated that
the only question of negotiability concerned paid overtime for
union negotiators, the POPA filed a negotiability petition with

the FLRA, on February 14, 1983, in which it asserted multiple
issues. The POPA then used its negotiability appeal as a basis

to ask the FSIP, on February 28, 1983, to decline jurisdiction

over the ground rules impasse.

On March 23, 1983, six months from the September 23, 1982, first
ground rules meeting, and therefore, the last day of the statute
of limitations, the Association filed an unfair labor practice
charge concerning the events surrounding that meeting. Because
of the existing impasse, the FLRA deferred action on the charge.
Interestingly, in June 1985, after the PTO informed the FLRA that
the impasse matter had been closed when Arbitrator Dr. Jacobd
Seidenberg, former Chairman of the FSIP, withdrew from the case,
the POPA immediately dropped the charge.

On May 12, 1983, the POPA filed an impasse request with the FSIP
concerning the parties® impact and implementation bargaining over
relocations of PTO personnel within the Crystal City complex. As
part of its request, the POPA asked the Panel to give this latter
dispute priority over the ground rules impasse. The FSIP ordered
mediation/arbitration over the ground rules on May 25, 1983. On
June 30, 1983, the POPA asked the FSIP to reconsider. On July 23,
1983, the POPA amended its unfair labor practice charge of March 23,
1983, citing matters "inadvertently omitted®. The POPA asked the
arbitrator to defer proceeding because of the existing charge.

The first meeting with Dr, Seidenberg occurred on August 1, 1983.
Because the POPA's team of nine members again exceeded the size
of the management team, the session was limited to this one
fssue. In an interim award dated August 24, 1983, Dr. Seidenberg
rejected PDPA's position on official time for all nine members.
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Further sessfons with the arbitrator were held on October 11 and
November 17, 1983, and Januvary 11 and 12, 1984. The arbitrator's
ground rules award was issued on April 10, 1984.

Dr. Sefdenberg formulated guidelines for bargaining which
included a specified rigid five-month schedule for bargaining,
followed by a return to him with any unresolved matters at the
end of that time. The arbitrator's ground rules also included a
provision that stayed the PTO from making any changes in terms
and conditions of employment during the five-month negotiating
period. The parties began negotiating in November, 1984, but the
POPA again claimed it was entitled to additional representatives
at the bargaining table and Arbitrator Seidenberg again rejected
POPA's contention., After the specified five months of bargaining,
the parties went back to Dr. Seidenberg. Over thirty articles
had been proposed, but the parties had agreed on only the
preamble, the recognition article, and a few sections of

other articles. They had not progressed beyond Article IV.

Dr. Seidenberg stated that he was disappointed at the lack of
progress that had been achieved, but ruled that he was without
authority to bring these meetings to a halt. He urged the POPA
to voluntarily allow a third party to resolve the matter, but

the POPA refused. Thereupon, he told the parties to continue to
negotiate, using the relevant portions of his ground rules.

The POPA wants all of the arbitrator's ground rules to continue
and not just the relevant portions to remain. A few additional
facts are necessary before addressing these relevant portions.

First, endless negotiations have served to prevent the implemen-
tation of needed change. For example, for four years, the POPA
has frustrated implementation of certain changes with respect

to performance appraisal. The parties have negotiated on that
subject also since 1981. Just last month, the POPA raised some
additional negotiability disputes on performance appraisal, and
the Federal Service Impasses Panel said it could not resolve

the impasse with such issues outstanding. Unfortunately, such
prolonged negotiations are not the exception.

Second, at the rate the POPA was using official time prior to

my June 7 memorandum, we project that the POPA would consume

over 20,270 hours of official time (equivalent to almost 12 full
time employees) at a cost of almost a half-million dollars. This
cost includes only the time of POPA officials and not the costs
incurred by management. The amount of official time used seems
high, particularly when you consider that: a) most POPA offi-
cials are Grade 14 professionals and many are attorneys; and

b) the POPA's bargaining unit consists of less than 1400 scien-
tists and engineers in homogeneous jobs, at a common work site.

Third, some use of official time has been on the basis of past
practice which is contrary to the words of the existing 1972
agreement. In fact, the agreement provides for a maximum of
eight hours of official time for preparation of a grievance.
The POPA's projected use of official time for preparation of
grievances for this Fiscal Year is currently projected to be
over 3,700 hours, which would be more than 10 times what they
would be entitled to under the 1972 agreement. This was among
the subjects which the PTO sought to address in June 1981 when
we told the POPA that the official time provisions of the
agreement would be enforced.

Fourth, normally a collective bargaining agreement during its
life precludes regulations from outside the agency taking effect.
However, most contracts do not exceed three years. P70 has been
blocked from implementing such regulations since 1972.

Fifth, in many instances, past practice will fill in the gaps in

a contract yntil a new one is negotiated. The POPA is insisting
its version of past practice to be unchallenged. When the parties
last met with Arbitrator Seidenberg on May 10, 1985, he made the
following comment about past practice:
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“Where you have the last contract was
[sic) negotiated almost a decade ago,
1 think one has a right to look at the
concept of past practice as somewhat
suspect. Also, past practice has to
be viewed in the context that there
have been fundamental changes in the
Federal employment relations sector

in the last decade, the passage of

the Civil Reform Act, the change of
the Executive Order, the change even
of philosophy of the Federal Government.
And how the laws may be to some unions
is a fact of life. And I think you
have to bargain in that context....*

A1l this leads to the events the POPA claims threaten its very
survival, I view the ground rules of Dr. Seidenberg to have
precluded the PTO from making changes only during the five-month
negotiating period which he directed in his decision of April 10,
1984

Consequently, through my June 7, 1985, memorandum, 1 asked that
the POPA comply with the official time provision contained in
the 1972 agreement. Also, I believe it is reasonable to now be
able to implement government wide regulations that have been
promulgated since the inception of the contract thirteen years
ago. T have further decided that past practices will no longer
be given the same effect as contract terms.

In addition, Dr. Seidenberg had ordered that, during the five-
month period, the POPA be allowed to have six members engage in
full-time activity on its behalf. I am willing to allow the POPA
a block of 144 hours for such activity during any calendar week.
This should not be a problem to the POPA, because it can simply
reduce the number of representatives it has at the bargaining
table, a step which management is also willing to take for the
size of the management team.

In short, 1 have taken some rather minor steps to ensure that the
PTO will operate in an efficient and effective manner. The POPA
can eliminate any adverse affects of these actions by engaging in
productive negotiations over a reasonably short period of time,
the time-honored standard of the Federal Service Impasses Panel.

Be assured that our highest priority is to achieve a new
agreement. However, I feel that my responsibilities as a public
manager preclude me from permitting such significant costs to the
agency for what, from past experience, is likely to be an indefi-
nite period of time.

Despite this history, and rather than trading a barrage of
charges and counter-charges as to who has been at fault for
failure to make progress for the past four years, I prefer to
concentrate on what efforts can be made to reach a new agreement.
Therefore, I have asked the POPA leaders to join with the PTO in
utilizing an impasse resolution mechanism that 1 believe can move
the parties from the present confrontational position to achieve
a new collective bargaining agreement. The proposal which I made
to the POPA, but which they rejected, calls for "final offer"
arbitration, in which an arbitrator selects the entirety of one
party's proposals or the entirety of the other party's proposals.
This process could be completed in six months., This methodology
has a very high success rate in the Federal sector and in state
and local public service for stimulating voluntary agreement. It
is designed to encourage the parties to move off artificial
bargaining positions so that the trade-offs essential to
bargaining will ensue.

I have proposed that the arbitrator's decision, on fssues where
agreement has not been reached, be a selection between the total
position of each side on the basis of which strikes the best
balance between:
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(1) allowing the Union to be effective
in performing its representation
functions; and

(2) allowing the Office to perform its
mission in an efficient and effective
manner.

POPA has rejected this criterion.

d the

I hope that this explanation will help you to understan

reasgns for the steps 1 have taken, and why 1 believe 1 would be
derelict in my duty as a manager §f 1 had failed to act. I am
confident that the FLRA will uphold my actions.

Sincerely,

Donald J. 'Ouigga

Acting Ccmmissioner of Patents
and Trademarks

Enclosure
4’”u-'*3\ UNITED STATES OF ANTRICA
! A FEDERAL LABOR RELATIONS AUTHORITY
"‘wi 1111 16TH STRICT KW, SUITE 700
%, N P.O. 90X 33788
= WASNINGTON. DC. 20033-0758
REGION 3 (202) 653-8500

August 27, 1985

Ms. Marni E. Byrum
Attorney at Law
Suite 708

2009 N. l4th Street
Arlington, VA 22201

Re: U.S. Patent and Trademark Office
Case M. 3-LA-50396

Dear Ms. Byrum:

The above-captioned case, charging violations under section 7116 of the Federal
Service Labor-Management Relations Statute, has been carefully considered.

As a result of the fnvestigation, 1t fs concluded that the evidence s
fnsufficient to establish that the U.S. Patent and Trademark Office (hereinafter
the Activity or PTO) violated section 7116(a}(1), (5), (6), (7) and (8) of the
Statute by refusing to comply with an interest arbitrator's award pursuent to a
decision of the Federal Service Ilmpasses Panel (FSIP), by admitting that it took
such action to pressure the Patent Office Professional Association

" (hereinafter the Unfon or POPA} into making concessfons at the bargaining tadle,
and by announcing fts intention to enforce regulations fssued subsequent to the
collective-bargaining agreement which gre contrary to its terms.

The investigation disclosed that in approximately November 1981, thé Activity
gwve the Unfon notice that it wished to renegotiate its current
collect ive-bargaining agreement. On or about Septamber 23, 1982, the parties
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cosmenced bargaining over ground rules for negotfating a new bastc agreement
and, on or apout January 21, 1983, the Activity requested the services of FSIP.

On or about May 25, 1983, FSIP directed the parties to proceed to mediation/
arbitration of the dispute, and on or about July 13, 1983, the parties selected
Jacob Seidenberg to be the Mediator/Arbitrator. Seidenberg conducted
evidentiary hearings on or about October 11 and Movember 17, 1983 and January 11
and 12, 1984 (all dates herefnafter occurred in 1984 unless otherwise
specified), in which the parties presented their proposals and
counterproposals.

un April 10, Seidenberg issued his Decision accompanfed by a Ground Rules
Agreement. This agreement directed the parties, under prescribed conditfons, to
bargain for five calendar months. At the end of that period, he provided, if no
agreement had been reached on 211 outstanding fssues, the parties would report
in witing on the status of all issues. The ground rules award further provided
that upon receipt of the parties' reports, Seidenberg would meet with the
parties and thereafter issue a supplemental award. The Unton filed exceptions
with the Authority to the arbitrator’'s April 10 Decisfon and Ground Rules
Agreement, which exceptions were denfed by the Authority on August 31.

Negotiations commenced for a new basic agreement on or about Movember 6. That
same day, the parties filed a joint request with the arbitrator for clarifi-
cation of the April 10 Ground Rules Agreement, relating to whether the Unfon
could expand the size of fts negotiating team in view of concurrent negotiations
on both a basic agreement and performance appraisals. Seidenberg i{ssued a
clarification on Movember 10, providing that the lnion could not have a
permanent expansion of its team during the concurrent negotfations.

On or“about April 23, 1985 (a1l dates hereinafter occurred in 1985 unless
otherwise specified), the parties transmitted their respective status reports to
the arbitrator, setting forth the results of the five-month bargaining efforts,
and on or about May 10 Seidenberg met with the parties to review and discuss the
reports. On May 20 Seidenberg issued a "Final Decisfon and Award® regarding the
@rounds Rules dispute and the negotiations. He recommended that the parties
continue to bargain in accordance with the framework established by the April
10, 1984 Ground Rules Agreement and stated that if one or both parties concluded
that their bargaining efforts were unable to achieve the objective of a new
pasic agreement, they could invoke their rights under section 7119 of the
Statute. He concluded by making the following award:

1) Parties to continue bargaining in accordance with the
relevant terms of tne April 10, 1984 Ground Rules Agreement.

2) Under appropriate circumstances parties may invoke
provisions of 5 USC 7119.

Following May 20, the parties conttnued negotiating pursuant to the April 10,
1984 agreement. However, by letter dated June 7, Acting PTO Commisstoner Donald
Quigg notified the Unfon that the Activity had concluded that based on
Seidenberg's May 20 award, it was no longer obliged to camply with the
provisions in the April 10, 1984 agreement that Union negotiators be granted up
to 40 hours of official time per week for research, preparation and actual
negotiations, for each of six negottators (thus, a total of 240 hours for the
Unfon negotiators each week.) The letter further stated that management would
no longer give official time for Union representatives to engage in preparation
time but would grant the Unfon a 144-hour block of time for negottfatons each
week and allow the Unfon, at fits option, to spend part of that time for
preparation. Section 2(f) of tne April 10, 1984 ground rules provided that
except for changes in working conditions mandated by statute or government.wide
regulation, negotiations regarding the impact and implementation of future
management changes would be combined with negotiations for the basic agreement.
The decision further stated that unless there was an overriding exigency, the
{mplementation of impact and implementation bargaining should be deferred until
there was final agreement on a negottiated basic agreement. The Activity's June
7 letter stated that the Activity no longer was bound by this provision.

The Activity's June 7 letter to the Unfon also stated that management proposed
changing varfous offictal time provisions regarding the Unfon's representation
(as opposed to bargaining) functions. As of the time of the investigation

herein, the Activity had not implemented any of those proposed changes. Onh or
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sbout June 18, the Activity reduced the total number of weekly hours of official
time for Unfon negotiators from 240 to 44.

The Unfon takes the position that, after reading Seidenberg’'s May 20 award in
its enttrety, he did not mean there would be any changes in the terms of the
April 10, 1984 agreement, other than the reporting requirements; thus, by using
the word "relevant,” he aeant merely to exclude provisfons requiring the parties
to report to him after five months. The Unfon further contends that it does not
expect the Activity to agree to seek a clarification and that Seidenberg would
probably not grant such on a unilateral request from the Unfon (however, to date
the Unton has neither formally requested the Activity to join in such a motion
for clarification, nor attempted to contact Seidenberg for a clarification.)

The Activity contends that Quigg's June 7 letter reflects the Activity's
interpretation of Setdenberg’s May 20 award, specifying the Activity's view of
which provisfons are “relevant.”

Based on the foregoing circumstances, it was concluded that the Activity's
actions were not violative of the Statute. In this regard, the crux of the
dispute--the proper interpretation of Arbitrator Seidenberg's May 20 deciston
(specifically, his direction that the parties “continue bargaining in accordance
with the relevant terms of the April 10, 1984 Ground Rules Agreement®)--is
clearly & matler best decided by Arbitrator Seidenberg himself and not under the
Statute's unfair labor practice procedures. The situation herein {s analogous
to cases involving differing and arguable interpretations of a negotiated
agreement, as distinguished from actions constituting a clear repudtatton
thereof. See Social Security Administration, 15 FLRA 614 (1984). The fact that
the ActiviTy might have been motivated in part by a desire to put pressure on
the Unfon in negotistions does not change thts conclusion, particularly in view
of the protracted length of the bargatning process and the apparent inabtlity of
the parties to reach an agreement after such a long period of time. Finally,
the only change actually effectuated at the time of the investfgation of the
instant unfair labor practice charge was that related to the offictal time
provisions for the negotfation concerning a new contract (dealt with in
Seidenberg's May 20 award). The statements in Quigg's June 7 letter regarding
other proposed changes would not in and of themselves constitute a violation of
the Statute, in the absence of any implementation thereof. ’

Accordingly, and in the absence of any evidence that the Statute was violated fn
any other repsect, further proceedings are not warranted and | am, therefore,
refusing to fssue complaint in this matter.

Pursuant to sectfon 2423.10(c) of the Regulations, you may obtain a review of
this actfon by filing an appeal with the General Counsel. A copy of the appeal
shall also be filed with this office. In addition, you should notify all other
parties of the fact that an appeal has been taken.

Such appeal must contain a complete statement setting forth the facts and
reasons upon which it fs based and must be recefved by the General Counsel of
the Federal Labor Relatfons Authority, Room 334, 500 C Street, S.W., Washington,
D.C., 20424, not later than the close of business Thursday, September 26, 198S.

Very truly yours,
' ,,Jdd/zfétém

- Jesse Reuben
Regfona) Director

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

cc: Office of the General Counsel
Federal Labor Relations Authority

Hugh D. Jascourt, Chief
Offtce of Labor Counsel
Patent and Trademark Office
P.0. Box 2942

Arliogton, VA 22202

Office of Appeals
Federal Labor Relations Authority
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With regard to re-examination: What criteria does PTO
use in selecting candidates for re-examination? What
outside influences are taken into consideration when
PTO decides to select a candidate for re-examination?
How many patents have been selected for re-examination?
What percentage is that of the total number of patents
issued? How many of the re-examinations are the result
of third party challenges? What challenges have been
made to the regulations governing re-examination? What
is the status of such challenges?

The Patent and Trademark Office receives requests for
reexamination from patent owners and third parties.
While the statute authorizes the Commissioner to order
reexamination on his own initiative, this authority is
used only on a limited basis as reexamination must be
cost-recoverable and there is no point in reexamining
patents that are of insufficient economic interest for
the patent owner or a third party to request reexamina-
tion. Once filed, the request for reexamination is
reviewed by an examiner having expertise in the subject
matter of the patent concerned. The statute sets

forth the criterion for deciding whether to order
reexamination: whether prior art patents or printed
publications raise a substantial new question of patent-
ability as to any claim of the patent concerned. If
the examiner determines a substantial new question of
patentability is present, he or she will order reexam-
ination.

The Patent and Trademark Office is always sensitive

to comments from the public and other branches of

the Government. No "outside influence" criteria

exist for consideration by the examiner when making the
determination as to whether reexamination should be
ordered. The determination made by the examiner is
based solely on whether the prior art patents or
printed publications raise a substantial new gquestion
of patentability.

As of July 31, 1985, the Office has received 828
requests for reexamination since the start of reexam-
ination on July 1, 1981. Reexamination was ordered in
662 (84%) of the cases and denied in 123 (16%).
Determinations have not yet been made in the remaining
43 requests filed. 1In addition, reexamination was ini-
tiated by the Commissioner in 12 cases. The total
number of cases in which reexamination was ordered is
674. Reexamination has been completed and certificates
issued in 371 cases. The patentability of all claims
was confirmed without change in 85 or 238 of the 371.
All claims were cancelled in 47 or 13% and certificates
were issued with changes in the claims in 239 or 64%.
Requests for reexamination during the current fiscal
year through July total 170.

Of the 828 reexamination requests filed since the start
of reexamination, 493 (60%) are the result of third
party requests; 323 (39%) are the result of patentee
requests; and 12 (1%) are Commissioner initiated.

A request for reexamination may be filed for any patent
which is still enforceable. Through July of this year
1,691,832 patents have been eligible for reexamination
since the start of reexamination on July 1, 198l1. The
674 reexamination orders which were issued during this
period is 0.04% of this number. The 674 reexaminations
ordered represents 0.2% of the number of patents issued
since July 1, 1981, though this number is not too meaning-
ful. Since reexamination applies to all enforceable
patents but has been available only for the past four
years, these figures are not necessarily representative
of a steady state condition.
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Several aspects of reexamination practice provided for
by our rules have been challenged by Patlex Corporation.
These challenges to specific rules were part of an
overall challenge to the reexamination system. Patlex
alleged that the reexamination statute, 35 U.S.C.
§§301-307, violated the Fifth Amendment, the Seventh
Amendment, and Article III of the Constitution. As to
the aspects of the procedures covered by our rules,
first, under 37 CFR 1.530(a), we do not permit the
patent owner to submit any argument or position papers
to the Office before the examiner decides whether to
grant a request for reexamination. Patlex argued that
this rule violated due process and was not within the
mandate of the statute. Second, under 37 CFR 1.515(b)
and 1.26(c), a $1,500 filing fee is required to be
submitted with a request for reexamination. If reexam-
ination is ordered, the entire fee is retained. If
reexamination is denied, $1,200 is refunded under 37 CFR
1.515(b) and 1.26(c). Patlex claimed this practice
unlawfully weighs the PTO's initial decision in favor
of reexamination.

In addition, they alleged that certain reexamination
guidelines published in our Manual of Patent Examining
Procedure (MPEP) violated the "due process"” clause of
the FPifth Amendment, the mandate of the reexamination
statute, or the statutory presumption of validity, (35
USC 282). These guidelines included our policy of
granting stays in reexamination proceedings only when
related litigation has commenced, and our policy to
resolve doubts about ordering reexamination in favor of
reexamination.

The District Court for the Eastern District of New
Jersey held that the statute was Constitutional and
upheld the PTO rules and guidelines. Patlex Corp. v.
Mossinghoff, 585 P.Supp 713, 220 USPQ 342 (E.D. Pa.
1983). On appeal, the Court of Appeals for the Pederal
Circuit affirmed the district court on all but one issue in a
decision on the original appeal and a decision following
rehearing and reconsideration. Patlex Corp. v.
Mossinghoff, 728 F.2d. 594, 225 USPQ 243 (Fed. Cir.
1985) and Patlex Corp. v. Mossinghoff, No. 84-699, slip
op. (Fed. Cir. Aug. 20, 1985). As to the reversal, the
Court held that the MPEP guideline on resolving doubts
in favor of reexamination did not comply with the
legislative intent. The PTO is modifying its practice
to remove this quideline for examiners.

Though the number of reexamination requests being filed
is not as high as expected, a survey conducted by the
American Intellectual Property Law Assocliation and
individual feedback received by the PTO indicates that
reexamination has been valuable for most of the patents
involved and there is general satisfaction with the
manner in which reexamination has been conducted by the
PTO. Some sentiment has been expressed for making the
procedure more "inter partes®, widening the issues
which can be considered in reexamination, and making
other changes. However, the prevalent feeling seems to
be that there is insufficient experience with reexami-
nation and it would be premature to make any changes at
this time. Past experience with past inter partes
practice in “no fault® reissue practice has indicated
that opening reexamination to become inter partes would
make reexamination much more expensive and time
consuming.
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Hnited States Court of Apprals for the Federal Circuit

PATLEX COFPORATION, et al.,

Appellants,
v. Appeal No, 84-696

GERALD J. MOSSINGHOFF, et al.,

Appellees,

DECIDED: August 20, 1985

Before MARKEY, Chief Judge, FRIEDMAN AND NEWMAN, Circuit Judges.
NEWMAN, Circuit Judge.

ON PETITION FOR REHFARING
Appellants Patlex Corporation and Gordon Gould (herein
referred to collectively as Gould) request rehearing of the

court's decision of March 7, 1985. Patlex Corp. V.

Mossinghoff, 758 F.2d 594, 225 USPC 243 (Fed. Cir. 1985). Ve
deny the petition to the extent that it relates to our
affirmance of the district court's decision that 35 U.S.C.
§¢ 301-307, applied retroactively, do not violate the Fifth
Amendment, or the Seventh Amendment, or Article I1I of the
Constitution; that 35 U.S.C. § 282 does not apply to
reexamination; and that Manual of Patent Examining Procedure
(MPEP) § 2286 does not violate statutory and constitutional
restraints.

We grant the petition to the extent that it relates to
Gould's challenge to certain other rules and regulations, vi:.
37 C.F.R. 8§ 1.26(c) and 1.530(a) and MPEP §§ 2240 and 2244,
The district court's judgment upholding these provisions, which
we vacated on the premise that Gould 1lacked standing to
challenge them, is reinstated. With respect to that judgment,

we a‘firm in part and reverse in part.

1.
Reference is made to the court's opinion at 758 F.2d
596-98, 225 USPQ 244-46, for the history of this case. At that

time we affirmed the district court's decision on Gould's



218

challenge to the constitutional and statutory validity of
certain laws and regulations governing reexamination, which
Goyld had standing to challenge since he had protectible rights

which would be affected by our decision. Association of Data

Processing Service Organizations v. Camp, 397 VU.S. 150, 152-54,

(1970); Barlow v. Collins, 397 U.S. 159 (1970); see also L.

Tribe, American Constitutional Law 80 € n.4 (1978).

Those regulations and rules on which the court declined to
rule -relate to the threshold determination by the Patent and
Trademark Office (PTO) of whether to grant a request for
reexamination. The Commissioner of Patents and Trademarks had
advised the court that Gould had conceded that a substantial
new question of patentability existed with respect to U.S.
Patents Nos. 4,053,845 and 4,161,436, the two Gould patents
then undergoing reexamination. This concession was purportedly
made to perfect Gould's right to conduct a facial challenge to
the reexamination statute prior to exhaustion of the
administrative process governing his patents undergoing
reexamination. On this basis we held that Gould lacked
standing to <challenge the legitimacy of the proviéions
governing the threshold determination, because a decision on
their validity or invalidity could have no effect on Gould's

situation. Warth v. Seldin, 422 1.S. 490, 502 (1975)

("Petitioners must allege and show that they personally have
been injured"); Baker v. Carr, 369 U.S. 186 (1962).

By this petition Gould asserts that he made no concession
before either the district court or the Patent and Trademark
Office as to the correctness of this threshold determination,
for any purpose. The Commissioner now agrees with Gould on
this point. We have reviewed the record, and conclude that
Gould is correct concerning the absence of such concession and
of the need for it. We hold, therefore, that Gould bhas
standing to challenge the lawfulness and constitutionality of

37 C.F.R. 8§ 1.26(c) and 1.530(a) and MPEP §§ 2240 and 2244.

II.

The PTO's initial determination whether to grant a request
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for reexamination is required by 35 U.S.C § 303, which provides
in part:
Within three months following the filing of a request
for reexamination . . . the Commissioner will
determine whether a substantial new question of

patentability affecting any «claim of the patent
concerned is raised by the request . . . .

Congress in performance of its legislative functions may
leave it to administrative officials to establish rules within

the prescribed 1limits of the statute. United States v.

Grimaud, 220 U.S. 506, 517 (1911). A statute that is valid on
its face may nevertheless be administered in such a way that
constitutional or statutory guarantees are violated. As

summarized in L. Jaffee, Judicial Control of Administrative

Action 321-22 (1965), the availability of judicial review is
essential to the integrity of our system of government; it is
‘'the necessary premise of legal validity". Judicial review of
administrative action also serves to protect and preserve the
separation of powers, a function «clarified early in our

nation's history. Marbury v. Madison, 5 U.S. (1 Cranch) 137,

176 (1803).
The challenged regulations and rules all relate to

implementation of 35 U.S.C. § 303.

37 C.F.R. § 1.530(a)

In accordance with this regulation, the patentee is barred
from communicating with the PTO during the <three-month
statutory period during which the PTO is required to decide
whether any substantial new question of patentability is raised
by a reexamination request. Gould emphasizes that the PTO must
rely solely on the representations of the person who requested
reexamination, without opportunity for any explanation or
correction by the patentee. The reexamination statute does not
prohibit such participation, but 37 C.F.R. § 1.530(a) does:

[NJo statement or other response by the patent owner
shall be filed prior to the determinations [of whether
a substantial new question of patentability is raised]
. . . . If a premature statement or other response is
filed bv the patent owner it will not be acknowledged
or considered in making the determination.

Gould observes that although administrative decision-making may

be easier when only one side of an issue is heard, this has
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never been viewed as justification for silencing the cther
side.

Gould asserts that the deprivation of the opportunity to be
heard at this critical stage violates due process. He contends
that due process requires that he should have had at least a
minimum opportunity to contribute information to the PTO before
its determination was made. This objection is particularly
cogent in the context of the PTO's "rule of doubt", required by
MPEP §§ 2240 and 2244,

The Commissioner argues that § 1.530(a) was adopted in the
interest of efficiency, in view of the three-month deadline set
by Congress in 35 U.S.C. § 303. The PTO points out that the
only purpose of this stage of the proceeding is to decide
whether reexamination should go forward at all, not to decide
how any new question of patentability wultimately will be
answered. The Commissioner asserts that the PTO can not

accommodate a "flurry of paper" at this stage.

Administrative convenience thus appears to be the sole
basis for the rule. Although administrative convenience must
be considered, "administrative convenience or even necessity
cannot override the constitutional requirements of due

process.'" Cella v. United States, 208 F.2d 783, 789 (7th Cir.

1953), cert. denied, 347 U.S. 1016 (1954); see also Ohio Bell

Telephone Co. v, Public Utilities Commission of Ohio, 301 U.S.

292, 304 (1937).

As stated in Cafeteria & Restaurant Workers Union v.

McElrov, 367 U.S. 886, 895 (1961), "consideration of what

procedures due process may require under any given set of
circumstances must begin with a determination of the precise
natu;e of the government function involved as well as of the
private interest that has been affected by governmental
action". Gould argues that a patent examiner, in processing a
hostile request for reexamination, may be unduly influenced by
the uncontradicted assertions of the requester, which
assertions might not withstand the illumination of even a brief
response, from the patentee. Gould argues that this threshold

decision affects substantial property rights, and should not be
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made without full hearing, in compliance with the Fifth
Amendment.

We consider only whether constitutional due process or the
enabling statute requires patentee participation during the
initial determination, not whether such participation would be

useful or desirable.

A.

Study of the genesis of the reexamination statute leaves no
doubt that the major purpose of the threshold determination
whether or not to reexamine is to provide a safeguard to the
patent holder. As described by then PTO Commissioner Diamond:

[The statute] carefully protects patent owners from
reexamination proceedings brought for harassment or
spite. The possibility of harassing patent holders is
a classic criticism of some foreign reexamination
systems and we made sure it would not happen here.

Industrial Innovation & Patent & Copyright Law Amendments:

Hearings on H.R. 6933, 6934, 3806, & 214 Before the Subcomm., on

Courts, Civil Liberties and the Administration of Justice of

the House Comm. on_ the Judiciary, 96th Cong., 2d Sess. 594

(1980). That is the only purpose of the procedure estahlished
by 35 U.S.C. § 303: "carefully" to protect holders of issued
patents from being subjected to unwarranted reexaminations.

Gould argues that the PTO's administration negates this
promise by taking an administrative shortcut not authorized by
the reexamination statute and not intended by its proponents,
thus encumbering Gould's issued patents while their fixed term
continues to run.

The 1legislative history of 35 U.S.C. § 303 reflects
congressional intent that the patentee not be required to
participate during this threshold period. The Senate Report

states:

When the PTO receives a request for reexamination, the
patent holder will be notified, but will not be
required to do anything until a decision is made on
whether or not a substantial new question of
patentability has been raised. If the PTO decides
that a question has been raised the patent owner will
be allowed to reply to the challenge. Participation
by third parties will be 1limited. The patent
reexamination procedure thereby parallels the existing
examination procedures.

51-688 O—85—8
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S. Rep. No. 617, 96th Cong., 2d Sess., 16 (1980)(hereinafter
cited as Senate Report). This history is not unambiguous on
the precise point of whether the patentee was intended to be
barred entirely from participation; but that is the plain
purpose of 37'C.F.R. § 1.530(a).

The rulemaking history of § 1.530(a) shows that this
concern was raised at public hearings, but was rejected by the
'PTQ. The hearing report issued by the PTO states that
"[s]everal persons {[of nine who commented on this point] felt
that the patent owner should be allowed to comment bhefore the
decision ({whether to reexamine] wunder § 1.515 is made.
Providing for such a comment would delay the decision under
§ 1.515 which must be mule within three months . . . ." 46
Fed. Reg. 29,176, 29,179 (1981).

Recognizing the closeness of the question, we affirm the
district court's conclusion that § 1.530(a) does not violate
the statutory framework generally contemplated by Congress; it
facilitates the intended rapid determination of whether
reexamination should proceed, and is in tune with the
Congressional expectation that patent holders would not have to

participate during this period.

B.

Although we affirm that § 1.530(a) is within the statutory
mandate, Gould has also raised constitutional issues of due
process. While due process safeguards have long been ;ﬁplied
to the procedures of administrative agencies, a specialized
jurisprudence has developed under the ambit of the Fifth
Amendment. The sort of provision represented by § 1.530(a),
wherein an initial agency action affects property or personal
rights, has been considered by courts in many contexts and has
led to the formulation of a general test for due process in

administrative procedures, summarized in Mathews v. Fldridge,

424 U.S. 319 (1976), as requiring evaluation of three factors:

First, the private interest that will be affected by
the official action; second, the risk of an erroneous
deprivation of such interest through the procedures
used, and the probable value, if any, of additional or
substitute procedural safeguards; and finally, the
Government's interest, including the function involved
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and the fiscal and administrative burdens that the
additional or substitute procedural requirement would
entail.

Id. at 335 (citation omitted).

Evaluating these factors, reference is made to our prior
opinion for discussion of the property interests affected bv
reexamination, 7538 F.2d at 599-601, 225 USPQ at 246-48.
Although Gould has postulated substantial commercial
ramifications of an erroneous decision at the threshold stage,

the effect of § 1.530(a) on Gould's property interests is

fairly viewed as the temporary deprivation of full enjoyment of

patent rights, for the period needed to correct an erroneous
determination to reexamine his patents. The constitutional
issue is not whether Gould's patents may be reexamined under a
retroactive statute, as treated in our prior decision; but
solely the impact of an erroneous decision to reexamine, made
because the patentee was silenced during the initial
determination.

The risk of examiner error due to lack of information --
information that the patentee is able and anxious to contribute
-- relates only to the question ‘'whether a substantial new
question of patentability . . . is raised", 35 U.S.C. § 303,
not the answer to the question. In assessing the risk that an
e;}oneous deprivation will ensue, we take notice that a patent
examiner is charged with the experience appropriate to making
independent determinations. PTO expertise is a factor to be
given weight in considering the risk of error at this stage.

See Fahey v. Mallonee, 332 U.S. 245, 253-54 (1947}, wherein the

Supreme Court was reassured by the knowledge that the
challenged administrative determinations were made by
disinterested experts. The PTO similarly carries a '"heavy
responsibility to be exercised with disinterestedness and
restraint”. Id. at 253-54.

As for the third Mathews v. Eldridge factor, the PTQO states

that it could not meet the three-month response period if
patentee participation were allowed. We have no information on
the cost oi enlarged proceedings at this stage, nor who might

bear the cost, but we do not consider such proceedings
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impossible of management, and we do not give this factor
controlling weight in our review of the ccnstitutional
issue.

When considering the constitutional consequences of denving
a hearing to those whose property rights are subject to an
admiﬁistrative process that may lead to deprivation of that
property, the particular circumstances of the case may control
not only entitlement to a hearing, but when during the process

the hearing is held. See, e.g., Goldberg v. Kelly, 397 U.S.

{54 (1970), which held that provision of only a
post-termination hearing to welfare recipients violated
procedural due process, in furtherance of the nation's social
policy and in recognition of the drastic consequences of an
erroneous termination of welfare payments. See also Cleveland

Board of Education v. Loudermill, 105 S. Ct. 1487 (1985).

Absent such special considerations, the general rule is
that. "[t)he demands of due process do not require a hearing, at
the initial stage or at any particular point or at more than
one point in an administrative proceeding so long as the
requisite hearing is held before the final order becomes

effective". Opp Cotton Mills, Inc. v. Administrator, 312 U.S.

126, 152-53 (1941); see Ewing v. Mytinger & Casselberrv, 339

U.S. 594, 598 (1950), wherein the Court stated *"[alt times a
preliminary decision by an agency is a step in an
administrative proceeding. We have repeatedly held that no
hearing at the preliminary stage is required by due process so
long as the requisite hearing 1is held before the final
administrative order becomes effective.” Id. (citation
omitted).

Administrative regulation § 1,530(a) meets this general
standard. The determination that a substantial new question of
patentability exists is a preliminary decision,. It is not a
final determination, and it lacks those specjal circumstances
of irreparable harm which have characterized exceptions to the

general rule. As the Court stated in Federal Trade Comm'n v.

Standard 0il Co. of California, 449 U.S. 232 (1980), '"{wle need

not decide what action a court of appeals should take if it
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finds a cease-and-desist order [the final agency action) to be
supported by substantial evidence but the complaint to have
been issued without the requisite reason to believe [the
threshold determination]. It suffices to hold that the
possibility does not affect the application of the finality
rule.” 1d. at 245 (citation omitted).

The weight of authority supports the conclusion that the
patentee's opportunity to participate after the threshold
determination, and to appeal from final examiner and agency
action, affords the patentee due process under the Fifth

Amendment. See Hannah V. Larche, 363 U.S. 420, 440

(1960)("requirements of due process frequently vary with the
type of proceeding involved").

We conciude that the provision of 37 C.F.R. § 1.530(a) that
bars threshold participation by the patent holder is within
tolerable 1limits of the authority delegated to the PTO by
Congress in enacting the reexamination statute, and that it

does not violate the due process clause,

MPEP §§ 2240 and 2244.

The Manual of Patent Examining Procedure "is primarily a
set of instructions to the examining corps of the Patent Office
from the Commissioner'. In re Kaghan, 387 F.2d 398, 401, 156
UPSQ 130, 132 (CCPA 1967). It governs the details of PTO
examination, is made available to the public, and describes
procedures on which the public can rely. 1Id.

MPEP §§ 2240 and 2244 require the patent examiner, in
implementation of 35 U.S.C. § 303, to resolve any doubt as to
whether a substantial new question of patentability is raised
in favor of granting the request for reexamination. The
pertinent provisions are:

MPEP § 2240. VWhere doubts exist, all questions should
be resolved in favor of granting the request for
reexamination.

MPEP § 2244. Any question as to whether a substantial
new question of patentability exists should be

resolved in favor of granting the request for
reexamination.

Gould complains that a patentee is not only deprived of a

hearing at the threshold stage under 37 C.F.R. § 1.5307a), but
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finds all threshold doubts resolved against him: reexamination
will ensue whenever the PTO is doubtful about whether
reexamination should ensue.

These administrative procedures are not contained in either
the statute or the official regulations and apparently received
no public hearing prior to adoption. In determining whether
they are in reasonable execution of the statute, the
legislative history of 35 U.S.C. § 303 is edifying. It
expounds the opposite of the practice of MPEP §§% 2240 and
2244. Consider these statements hy sponsors and supporters of
the legislation: Senator Bayh reported that:

[Tlhe Commissioner of Patents and Trademarks has the
authority to order reexamination only in those cases
which raise a substantial new question of
patentahility.
Senate Report at 16. Congressman Kastenmeier submitted a
report from the House Committee on the Judiciary which affirmed
that:
This 'substantial new question' requirement would
protect patentees from having to respond to, or
participate in unjustified reexaminations.
H.R. Rep. No. 1307 (part 1), 96th Cong., 24 Sess. 7 (1980).
Robert Benson said on behalf of the American Bar Association
that:
[Blecause of the following safeguards in the proposed
reexamination procedure, it 1is unlikely that there
will be any substantial amount of harassment . . . The
Commissioner must find that 'a new question of

patentability' has been created . . . before ordering
a reexamination.

Patent and Trademark Law Amendments of 1980: Hearings on H.R.

6933 Before the Subcomm. of the House Comm. on Jovernment

Operations, 96th Cong., 2d Sess. 178 (1980). He also noted
that:
[T]he party requesting the reexamination would have

the burden of convincing the Commissioner of Patents
that a new question of patentability has been raised

1d. at 176. The Senate Report observed at 17:
The Commissioner can dismiss the request at [the
threshold stage] if no such new question is found to
have been raised.
“ As discussed supra in connection with 37 C.F.R. § 1.530(a),

Congress' major purpose in enacting § 303 was to protect
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patentees against doubtful reexaminations. The implementing
regulations, on which public comment was invited, contain no
reference to a 'rule of doubt"” in deciding whether to grant
reexamination. .This instruction appears only in the MPEP. We
find no support for it in the statute or its legislative
histo;;.

We have discerned no other interpretation for MPEP §§ 2240
and 2244 than that which contradicts the clear intent of
Congress. When Congress enacted 35 U.S.C. § 303 for the
purpose of protecting the patentee, it could not have intended
an implementation that would negate this protection, We can

not endorse such a diversion of the statutory purpose.

[The courts] must reject administrative constructions
of the statute, whether reached by adjudication or b
rulemaking, that are inconsistent with the statutory
mandate or that frustrate the policy that Congress
sought to implement.

Federal Election Commission v. Democratic Senatorial Campaign

Committee, 454 U.S. 27, 31-32 (1981). The challenged rule is
not ‘"reasonably related to the purposes of the enabling

legislation', Mourning v. Family Publications Service, Inc.

»

411 U.S. 356, 369 (1973), quoting Thorpe v. Housing Authority,

393 U.S. 268, 280-81 (1969).

We conclude that those portions of the MPEP which require
the PTO to resolve doubt in the direction of granting the
request for reexamination are contrary to the statutory mandate

of 35 U.S.C. § 303, and void.

37 C.F.R. § 1.26(c)

Gould also protests against the asserted prejudicial effect
of 37 C.F.R. § 1.26(c), which provides as follows:
1f the Commissioner decides not to institute a
reexamination proceeding, a refund of $1,200.00 will
be made to the requester of the proceeding.
Reexamination requesters should indicate whether any
refund should be made by check or by credit to a
deposit account.
Gould argues that this procedure unlawfully weights the PTO's
initial decision in favor of granting reexamination, because
only if reexamination is granted will the PTO avoid refunding
$1,200 of the $1,500 fee for reexamination. Gould cites as

authority decisions finding abuses when fines assessed by a
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judge, Tumey v. Ohio, 273 U.S. 510 (1927), or by a mayor on
behalf of the municipality, Ward v. Village of Monroeville, 409

U.S. 57 (1972), inured to the benefit of those assessing the
fines.

The Commissioner argues that the fee is an approximation of
the actual cost of reexamination, that the refund reflects
actual costs, that the PTO does not profit either way, and thus
that the fee structure neither favors nor disfavors
reexamination. The reexamination fee is not alleged by Gould
to be unrelated to the cost of the activity. There is a clear
distinction from the Tumey and Ward cases, since in those cases
the fines were discretionary and were levied at the initiative
of those benefiting from the income; in the case of the PTO the
fees are set by Congress, and are paid by those members of the
public who seek the benefits of the service.

In considering appellants’ challenge to 37 C.F.R.
§ 1.26(c), we have placed this challenge in the larger scope of
this entire cause. In itself § 1.26(c) does not present so
"significant" an issue as to trigger the constitutional and
statuiory safeguards which are the subject of Gould's action.

Boddie v. Connecticut, 401 U.S. 371, 378-79 (1971). It is

nevertheless possible that the collective impact can too
closely test the 1limits of acceptable practice. We have
considered the full complement of appellants' objections to
reexamination, as discussed herein and in our prior decision.

754 F.2d at 594, 225 USPQ at 243. Although there is merit in
some of the concerns expressed by Gould, and we have not upheld
all of the PTO procedures, we conclude that the balance does
not constitute a fatal flaw in the principles guiding

reexamination.

III.

Gould's challenge to these rules and regulations is a
facial one, in which he asks the court to declare the
provisions void due to asserted unlawfulness. Gould brought
this facial challenge because, as he acknowledges, he could not

challenge at this stage the merits of the PTO's determination
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to proceed with reexamination. See Federal Trade Comm'n v.

Standard 0il Co. of California, 449 U.S. 232 (1980). Gould had

already tried without success to persuade the Commissioner to
refrain from reexamination due to pending litigation,

Gould asserts that invalidity of the administrative rules
here challenged must result in vacation or stay of the ongoing
reexamination of his patents, and asks that we remand the case
for that purpose. Although we have held unlawful certain
portions of MPEP §§ 2240 and 2244, vacation or stay of
reexamination is not appropriate.

A party bringing a facial challenge to agency rules or
regulations may not need, in certain circumstances, to await

final agencv action, Abbott Laboratories v. Gardner, 387 U.S.

136 (1967), or to exhaust administrative remedies, Republic

Industries, 1Inc. v. Central Pennsylvania Teamsters Pension

Fund, 693 F.2d 290, 296 (3d Cir. 1982), in order to bring a
facial challenge. But the general rule is that the
requirements of finality and exhaustion are not waivea with
respect to 'as applied" challenges, in which the litigant
contests the application of the provision to his situation.
This is in part due to judicial economy, and in part due to the
need for a well developed record including appropriate findings
of fact in order for a court to decide whether a particular
provision had been applied to specific facts. Federal Trade

Comm'n v. Standard 0il Co. of California, 449 U.S. at 239-245,

,  Absent finality of the administrative proceeding, absent
evidence that the ‘''rule of doubt” was applied in this case, and
recognizing the judicial and administrative economies inherent
in the fact that Gould's patents have been in reexamination

since 1982, we decline to remand for purposes of vacation or

stay of reexamination of Gould's patents.

Iv.
In summary, we modify our prior decision and hold that
Gould has standing to challenge the lawfulness and
constitutionality of 37 C.F.R. §% 1.26(c) and 1.530(a) and MPEP

§§ 2240 and 2244, We affirm the district court's decision that
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37 C.F.R. $% 1.26(c) and 1.530(a) are lawful and
vlconst;tutional. We reverse the district court's decision
E upholding those provisions of MPEP §§ 2240 and 2244 which
impose a "rule of doubt" upon the threshold determination of
whether a substantial new question of patentability is raised.

Costs on this petition are taxed to the Commissioner.

MODIF1ED, AFFIRMED IN PART AND REVERSED IN PART

22. Q. With regard to PTO's program involving private sector
support for training agency personnel: Who are the
private sponsors? How much have they contributed to
the program? What is the government's share of the
program? How do you choose the employees who partici-
pate in the program? What steps have you taken to
avoid actual, potential or even the appearance of
conflicts of interest between agency personnel and pri-
vate sector participants?

A. The private sponsors of the PTO's Examiner Education
Program have been corporations who have contributed
83.4% of the monies, individuals 0.3%, law firms 4.6%,
and other organizations 11.7%. A total of $560,305 has
been contributed to the PTO since the inception of the
program in September 1982. This program covers all
travel, tuition, and per diem expenses which are nor-
mally covered under Government travel orders. These
expenses are subject to regular GSA and Department of
Commerce travel regulations. The PTO's share of the
program includes paying salary and benefits of exam-
iners during participation in the program. 1In addition,
time is necessary for the administration of the program
as well as the coordination of setting up trips.

The selection criteria for examiners are the degree of
correlation between subject matter to be viewed and the
examiner's assigned art, and the importance of a tech-
nical visit or seminar to examination in a specific
art. Also taken into consideration are the examiners'
experience levels and the amount of time spent on
examining-related activities. Normally, these trips
are planned by the Supervisory Primary Examiner or
Group Director. A list of companies and organizations
which have issued invitations for examiner visits is
kept and circulated to all Patent Examining Corps
supervisory personnel to aid in the planning process.
At times, examiners will be requested by name in the
invitation from a company. The PTO makes an attempt to
accommodate these requests if the examiners in question
meet the selection criteria of the Examiner Education
Program. A copy of the program's procedures and cri-
teria is attached.

Controls have been instituted to avoid an actual or
even the appearance of conflict of interest. All monies
are received and specially handled by the Deputy
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Commissioner of Patents and Trademarks, the Assistant
Commissioner for Pinance and Planning, and employees
within the PTO's Office of Pinance. The funds are
"earmarked” and placed in the Commissioner's Gift and
Bequest Pund. The contributors' identities are not
disclosed to other PTO employees, especially any
participants in the program and those who assign the
participants in the program. The Assistant
Commissioner for Patents administers the program and
has no knowledge of who contributes to the program.

vigits are scheduled without knowledge and irrespec-
tive of whether the company visited has contributed
funds to the program. Examiners are also prohibited
from discussing specific applications on visits under
the program.

The Examiner Bducation Program has been extremely suc-
cessful. Over 650 examiners have visited 349 technical
facilities. Examiners are getting a new perspective on
how the technology they examine from behind a desk is
developed and put to use. They are able to discuss
problems and procedures facing those in industrial
research. 1In return, company personnel get a better
understanding of the problems faced by the PTO staff
during the examination of patent applications. This
firsthand look at developing technology is improving
the quality of the examination process and of the
patents being issued.
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EXAMINER EDUCATION PROGRAM
I. Introduction

The U.S. Patent and Trademark Office and Intellectual Praperty
owners, Inc. are jointly instituting an education program for
patent examiners to increase their awareness of industrial
technology, particularly in rapidly advancing industrial fields.
The program is expected to benefit the patent system and its
users by improving the quality of patent examining and by

the issuance of higher quality patents.

1I. Purpose of this Document

These are quidelines for the implementation of the Examiner
Education Program within the Patent and Trademark Office.

I1I. Required Funding

A. Up to $350,000 anticipated annually to fully fund program.
. Placed in Gift and Bequest fund. '
B. Contributions fram:
1. Caomrercial business concerns
2. Foundations
J. Private individuals
C. The fund covers all travel, tuition and per diem expenses
which are nomally covered under government travel orders,
but not salary and benefits. .

IV. Confidentiality to Avoid Appearance of Conflict of Interest

. Contributor's identities will be kept fram participants
and those who designate participants for specific trips.

V. Qualified Participants

A. Within the A/C for Patents cost center
1. Patent examining corps

a. All utility and design examiners having at least one
year experience.

b. Exceptions for people with less than one year tenure

. may be made by a Group Director where special
justification exists,

c. S.P.E.'s.

d. Group Directors.

e. Participation by part-time examiners and re-employed
annwuitants may be authorized by a Group Director 'where
spucial justitication exists.

2. Classification groups

a. Pawent classitiers and post—classifiers

b. S.P.C.'s

c. Classification Group Directors
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3. Office of A/C for Patents
. Duty of Disclosure Examiners
B. Professionals within other coet centers
1. Board of Appeals
2. Board of Patent Interferences
3. Quality Review
4. Offioe of the Solicitor

Terms of Participation in Program of Qualified Personnel Within
the Examining Corps

A. Individuals are given opportunity to participate every
three years as funds are available.

. Separate justification for more than one trip within three
years requires special approval by Deputy Assistant
Commissioner for Patents.

B. Trips are to be of one week duration or less

C. Visit plurality of commercial and industrial installations
each trip.

D. Technology viewad is art related.

E. Specific applications pending. before examiners visiting
ocommercial or industrial facilities cannot be discussed.
37 OPR 1.133{a) and MPEP 713.08

F. It is to be assmmed that all technology demonstrated by a
host company is confidential in nature unless otherwise
stated.

. Participants are authorized to sign only standard

le confidentiality forms prepared by the PTO.

. A letter will be sent to each inviting corporatian

before the visit including a copy of this form.

G. Trips are limited to the continental United States.

H. Agpropriate attire (business clothing or other) will be
based an the nature of the facilities as determined by
contact with the company. Attire should provide for
the best possible appearance cammensurate with the
facilities to be visited as described by the oarpany.

Selsction Criteria for Buminers, Ranked in Order of Lmportance

A. Degree of correlation between subjoct matter to be viewed
and examiner's assignad art.

B. Degrve of isportance of a technical visit ar seminar to
examination in a specific art (e.q., newly emerging
technologies) . .

C. Nature and duration of visits taken within previous throe
years. -

D. Bxperience level of examiner in art to be viewed with
preference to those with higher experience.

E. txaminers who have spent less than 508 of their tise an
examining related activities for ane year previous to the
trip will be given lower priority.
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~

Use of Funds

A. Visits to technical facilities.
B. Tochnical seminars.

IX. Responsibility for Administering Program within the Cost Center

A

Assistant Camissioner for Patents
1. Approval of budget for program.
2. 1Travel order approving official.
3. Evaluation of program ef fectiveness.
Deputy Assistant Camissioner for Patents
. Program Administration

l. Verifics that trips satisfy program criteria.

2. Initials approval of field trip requests.

3. Specially approves “"exceptional® trips.

4. Oversight of trip development.

a. Corps wide trip plan formulation.
b. Coordination among groups where trips imvolve
participants fram more than one group.

Group Directors
1. Formulation of trip plan for group.
2. Selection of examiners.
3. Preparation of travel orders.

a. Including trip agenda.

b. Justification.
Office of Patent Program and Documentation Control
1. Determination of funding level by examining group.
2. Maintenance of Register of

a. Trips planned.

b. Trips taken.
3. Maintenance of employee participation register.
4. Reports quarterly by group of:

a. Narber of trips taken.

b. MNurber of individuals participating.

c. BExpenditures against allocated funding level.
In the casc of the Classification Groups the Administrator
for Documentation will assume the duties of the D/A/C for
Patents, and the Classification Group Directors will assume the
dutics of the Examining Group Directors.
In the case of the Board of Appeals, Board of Interferences and
Quality review, the Chairmen and Director shall handle the
required duties.

X. Travel Orders and Attached Justification Stateament

A.
B.
C.

D.
E.

Campleted by S.P.E. (S.P.C.) and initialed.

Signed by Grouwp Director.

Initialed by Director of OPPDC, .
(copies kept for statistical purposes) >
Initialed by D/A/C for Patents. (Administrator for Doc.)
Signed by A/C for Patents.



235

XI. Methods of Genarating Praoposed Resots Industry Technical
Training Areas

A.
B.

r.

Program publicity via 0.G. notice - 1018 OG 27.

OQmmpanies intercsted in seking coweercial industrial
facilities available for visits will advise the P10 by a
letter describing the nature of the facilities and the
mwber of examiners they are willing to acoommodats.

Initial contact of corporate officials to arrangs for plant
visits is limited to Group Directors and §.P.E.'s (8.P.C.'s).
Examiners should not solicit plant visits, but whan attomeys
presont invitations to tham, they should be referred to the
Group Director.

The Group Directors determine the valus of field trips and
who should go, except for the special justification of VI A.
Paminers (Classifiers), 5PE's (S.P.C.'s) and Group Directors
enlarge scope of commercial or industrial sites available

for trip consideration.

Inviting industrial concerns may suggest visits to other
businesses in their ismediats area with similar tecinology.

XII. Methods of Allocating Punds

A.

C.

Xa11.

Each examining group normally gets a per capita distribution of
the Examining Corp allocation based on the mmber of eligible
personne]l in each group, adjusted as necessary to provide an
equitable disuribution depending upon the location of the
facilities visited and other factors and to acocommdate the
needs of the Office. Variances in a per capita distribution
may be authorized such as, when needs in a perticular group
significantly justify additional funding. Each non-examining
organization within the A/C for Patents' cost center will get
a separate allocation of funds.
Normally funds allocated should be utilized by a group unless
special circmmstances exist. Redistribution of wwsed funds
among patent examining groups will be by the Deputy Assistant
Assistant Comissioner (Administrator for Documentation
will distribute in the docurentation groups.)
Tripe will be planned on a quarterly cycle basis.
. On receipt of the quarterly funding level, Graps will plan
trips to be taken within the next six months.

Other Cost Centers

Other cost centers of the PTO participating in this program will
receive a separate funding allocation fram the Office of the
Deputy Commissioner. The Office of the Assistant Commissianer
for Patents will periodically provide them with copies of
invitations received. Thess other cost centers will develop
their own program criteria.

XIV. Travel expenses under this program are subject to regular GSA
and Department of Comserce travel regulations.
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PTO ResPonsEs
70 ADDITIONAL QUESTIONS OF SENATOR LEAHY

Do you have any idea how the increase in patent and/or
trademark fees has affected the number of patents/trademarks
gought? Any indication that products are not being

patented or trademarks registered simply because the fees
are higher than they have been in the past?

We are not aware of any discernible impact on the number
of patent or trademark applications filed since the advent
of the higher fees. Other than the year-end increase

in filing that occurred in FY 1982 prior to the fee
increase and the subsequent lag of filings in FY 1983,

the number of application filings continues to increase.

Piscal Year Patent Applications TM Applications

1979 100,339 50,672
1980 105,046 52,149
1981 107,513 55,152
1982 116,731 73,621
1983 97,448 51,014
1984 109,539 61,480
1985 116,200(estimated) 64,400 (estimated)

Thus, we have no evidence that increased fees have adversely
affected the decisions of business to file for patents or
trademark registrations.

If the appropriated budget is held to the $84.7 million
figure recommended by the Administration, and the.
restrictions on your program contained in the House bill
are enacted, what will be the effect on the PTO? Please
be specific about the budgetary impact and the precise
impact on the automation program. Where will the speci-
fic cutbacks in that program be made, and how will this
affect PTO's ability to meet its goals in the automation
effort?

Sections 1 and 2 of H.R. 2434 would authorize appropria-
tions for the PTO for FY 86-87-88, reauthorize a 50%
subgsidy for individuals, small businesses, and nonprofit
organizations, and would authorize appropriations to

be carried over. If enacted, these sections would not
have any adverse impact on PTO operations.

Section 3 of H.R. 2434 would tie all trademark fees and
patent service fees to the Consumer Price Index (CPI).
Since actual cost changes may be greater or less than the
fluctuation in a given year, we might have some problems
in a given year or 3-year cycle if the cost changes
significantly exceed CPI fluctuations. However, these
fluctuations could probably be handled without signifi-
cant disruptions in service with a reasonable level of
carry-over of excess fee income from prior years.
Therefore, we do not think this provision would have a
significant impact on our services.

Section 5 of H.R. 2434, as passed by the House, would
preclude the PTO from using fees to procure automatic
data processing resources in PY 86-87-88. If H.R. 2434
was enacted as is, and the appropriation is held to $84.7

.million, and the PTO is unsuccessful in obtaining Con-

gressional approval to minimize the damage, the automa-
tion program would be severely crippled.

° In patents, appropriated funds available over the
next three years would be used to maintain current

-
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systems and continue development of a search and
retrieval system, but at a much slower rate than
originally planned. The extent of this development
work would be contingent upon available resources
after taking into consideration the cost of main-
taining current systems and the contractual costs
that will have to be incurred because of the
slowdown and possible terminations.

In trademarks, all trademark automation programs
would be terminated. While we have not developed
firm estimates of the additional costs to be
incurred if the trademark automation program had to
be terminated, additional costs would likely be
incurred for terminating existing contracts and -
implementing or retaining manual systems to replace
current and planned automated systems which are
currently totally funded by user fees.

Of course, we would pursue alternatives to prevent these
dire consequences outlined. A critical factor that must
be kept in mind is that the adverse impact to the trademark

operation will begin on October 1, 1985 -- less that one
month from now -- unless relief is received from the
Congress.

One of the alternatives to consider would be the one men-
tioned by Donald W. Banner, President, Intellectual Property
Owners, Inc., to the Subcommittee on Patents, Copyrights
and Trademarks of the Senate Committee on the Judiciary
on July 23, 1985. Mr. Banner's suggestion showed how the
PTO could reallocate its FY 1986 resources of public and
user funds to and from, respectively, the automation
programs. By this reallocation, appropriated funds
already proposed in the FY 1986 budget would simply be
shifted from supporting previously determined portions of
PTO programs to the automation programs. A copy of the
Appendix to Mr. Banner's testimony outlining such a
reallocation is attached. Clearly, this or any real-
location would require Congressional approval.

While not endorsing the particular reallocation of income
gsources, i.e., public and user funds, mentioned by

Mr. Banner, it would appear that such a reallocation of
income sources might be one way to maintain essentially
the current operations of the PTO. At the same time,
this strategy may address some of the concerns of the
House Committee on the Judiciary that those portions of
the automation program supported by user fees are not
subject to the appropriation process. It is also clear,
however, that such a reallocation would lead to a much
higher percentage of the costs of the patent process,
quality review, solicitor, publication services, and
document retrieval systems being supported by user fees -
approximately 77%. (This assumes that $16.9 million of
additional appropriations would be received by the PTO,
an assumption which does not appear likely. Therefore,
the percentage of user fee support for these operations
would probably be closer to 90%).

Other approaches could be taken with respect to the
rgallocation of FY 1986 income. Por example, a realloca~
tion of income to the automation program could be envi-
sioned on the basis that developmental costs of new
automation systems in the form of hardware and software
should come from appropriations while maintenance and
replacement of these systems on an operational basis
should come from user fees.

Section 4 of B.R. 2434 requires that appropriations, not
fees, be used to fund public search rooms or libraries.
The patent public search room is funded by appropriations
in FY 86. However, no funds have been requested for the
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trademark search library. If H.R. 2434 is enacted, the
PTO will have no alternative but to seek Congressional
approval to reprogram patent appropriations to fund it.
If the reprogramming is not approved, public services in
the trademark search library will be reduced.

Section 6 would prohibit the use of exchange agreements
for ADP resources other than with government entities.

If enacted, we would have to terminate exchange
agreements with Compu-Mark, Thomson and Thomson, Mead
Data, Pergamon, and Derwent. To terminate the agreements
with Compu-Mark and Thomson and Thomson, we would prefer
to "buy-out" the agreements at prices to be negotiated.
For the others, we would have to investigate the cost of
gserVices we now receive under the agreements and deter-
mine if funds are available to procure these services.

. If such funds are not available, termination of the Mead

Data, Pergamon, and Derwent agreements will have an adverse
effect on patent quality.

What would the effect be on your program if Congress
passed those same restrictions, but appropriated the
$101.6 million contained in the House legislation.

The additional $16.9 million in appropriations could be
used to fund activities for which user fees are not
available under H.R. 2434, but would require a repro-
gramming approved by the Congressional Appropriations
Committees. If the reprogramming were not approved, the
effect would be the same as we described in the first

part of the answer to Question 2. If a reprogramming
similar to the Banner reallocation discussed in Question 2
was approved, we could carry out our FY 86 program
essentially as planned.

We would also have an equivalent amount of “excess"™ user
fees available, most of which is now being proposed to

of fset appropriations. If we received approval, we could
use the excess fees to fund programs that improve patent
quality. With a reprogramming, these freed-up
appropriations could finance activities for which user
fees cannot be used. While formal guideline on using
excess fees have not been established, we are drafting
such guidelines.

Isn't the use of fee income to cover the automation
gystem's costs inconsistent with the directive to charge
only for services directly benefitting users (i.e., those
receiving the trademarks or patents or benefitting from
the customer services requested)?

In September 1959, the then-Bureau of the Budget, issued
Circular No. A-25 entitled "User Charges.™ Circular a-25
set forth the provisions for establishing user fees for
all Pederal activities which convey special benefits to
recipients above and beyond those accruing to the public
at large. According to Circular AR-25, a reasonable
charge should be made to each identifiable recipient for
a measurable unit or amount of Government service or pro-
perty from which a special benefit is derived. Circular
A-25 states that a special benefit will be considered to
accrue and therefore a charge should be imposed when the
beneficiary obtains more immediate or substantial gains
or values (which may or may not be measurable in monetary
terms) than those which accrue to the general public.
Receiving a patent was cited as such an example in the
circular.

wWhile the patent and trademark systems benefit the
public, there are very important benefits that
flow to the patent owner and the trademark registrant.
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Therefore, the Administration believes that fees should
recover 100% of the cost of patent and trademark examina-
tion and processing, (except for the patent small entity
gubsidy). To the extent that the automated systems are
used for examination and processing, we consider that
charging fees to fund the system is fair and in compliance

.with the OMB circular.

The quality of patents issued -- as measured by the vali-
dity of the patents -- has long been a concern to users
of the PTO. Former Commissioner Mossinghoff has called
it a scandal that 7% of the reference materials on which
patent searches are based are missing from the search
file. Precisely what steps are being taken to remedy
this problem, especially in light of the other projects
and goals -- notably, those to reduce the time needed to
issue patents -- being undertaken by the PTO?

wWhile there are many factors which affect the quality of
patents, one of the key factors is the content and integrity
of the search file. According to one study, between 66%

and 80% of the patents invalidated by the courts are
invalidated in whole or in part by prior art not cited by
the examiner. Obviously, everything we can do to

increase file integrity will reduce the number of patents
invalidated on the basis of prior art not cited by the
examiner.

To place our current efforts to i{mprove file integrity
into the proper context, it is useful to begin with the
gituation that existed ten years ago:

° Although a computer listing of U.S. patents in the
classified search file had been developed, some por-
tions of this were incomplete and often inaccurate.

No inventory record existed for an estimated
10,000,000 foreign patent documents and 1,000,000
technical literature documents.

The search files provided access to only a portion
of the technical 1literature.

Reviews of the integrity of the patent search files indi-
cated that from 4% up to 28% of U.S. patents in the

files were missing or misfiled, and that, on average,

7% of the U.S. patents were missing or misfiled.

Efforts to keep the search files current through
reclassification of the technology and checking of
the paper file against available records were not
keeping pace with the growth of the collection.

No systematic program other than the reclassification
program existed for maintaining or improving the
integrity of the patent search files.

Several studies of the integrity problem were conducted in
the mid-1970's and alternatives were considered té

improve the integrity of the paper search file. 1In 1982,
this Administration reconsidered many of the alternatives.
These included using sequential numbering of the

documents in each of the 115,000 technology categories;
using cards that are color-coded to represent a date

to replace documents removed from the file; prohibiting
the removal of documents from the search file or search
file area; and using machine-readable labels on each
document to facilitate integrity checks. After extensive
review and a trial of certain systems in an experimental
search room, it was decided that it was not practical to
implement these systems. They would be extremely expen-
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sive to initiate and to maintain for the backfile, awk-
ward and time-consuming for examiners or the public to
use, difficult to enforce, laden with technical problems
such as the later addition of cross references, and, for
all these reasons, not effective. Other steps taken by
the PTO in recent years include such actions as:

° Establishing in 1977 a search file integrity upgrade
program (which consisted of sampling and correcting
3.3% of the search file per year) which was .
discontinued this year for budget reasons and in
anticipation of automation;

° Increasing efforts to improve the completengss and
accuracy of the computer record of search file
contents;

° Adopting, by rule in 1977, clarifications of the appli-

cants' duty to disclose material prior art to the PTO
and establishing a format for the submission of prior
art to the examiner in Information Disclosure
Statements;

° Increasing security in the Public Search Room and
examiner search file areas;

° Establishing goals and a reporting system to monitor
the time for refiling patent documents removed by
examiners from the search file;

° Establishing a computer inventory of newly received
and reclassified foreign patents;

Conducting periodic integrity checks of the files in
the Public Search Room and taking action to gain
public cooperation in checking and improving file
integrity in the Public Search Room;

Providing access to commercial data bases through the

Scientific Library and later in the Examining Corps on

a hands-on basis; and

Establishing an on-line system for the retrieval of
patent clasgsification and inventory data on U.S.

patents in the Public Search Room, the Examining Corps,

and in Patent Depository Libraries.

These actions help improve patent validity but do not

represent a substitute for the most effective action -- the

automation of patent search files. With the 26,000,000
document paper search file arranged”chronologically in
115,000 technological categories and stored in file cabi-
nets throughout three buildings, with 1,400 examiners
removing huge numbers of copies daily to take back to
their desk for study, and with many clerks refiling

the documents after the examiners have completed their
review, complete integrity is not possible. Storage of
the search file in electronic form will eliminate the
integrity problems inherent in maintaining a huge paper
search file as well as provide new search tools for
locating relevant documents.
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Senator MATHIAS. We have a number of other witnesses, and
time is extremely short, so we are going to have to enforce the red
light very rigorously, and I hope everyone will understand that.

Our next witness is Mr. Warren Reed, Director of Information
M%dnagemer‘l?t and Technology Division, General Accounting Office.

r. Reed?

STATEMENT OF WARREN G. REED, DIRECTOR OF INFORMATION
MANAGEMENT AND TECHNOLOGY DIVISION, GENERAL AC-
COUNTING OFFICE, WASHINGTON, DC

Mr. Reep. Thank you, Mr. Chairman. I will be brief. With your
permission, I would like to summarize my statement for the record.

Senator MATHIAS. Thank you. The full statement will appear in.
the record.

Mr. ReEp. I have assisting me today Mr. Quasney and Mr.
Heatwole.

I am pleased to be here today to discuss the automation of the
trademark operations at the PTO. The focus of my testimony will
be on our report, referred to in your opening statement, entitled
“Patent and Trademark Office Needs to Better Manage Automa-
tion of its Trademark Operations.”

Although we are continuing to review PTO’s overall effort, my
statement today will be limited to our findings in our April report.

Since beginning its trademark automation program in 1981, PTO
has spent over $9 million to develop and operate three separate
systems which are intended to improve PTQ’s ability to monitor,
retrieve, and search trademark information.

Mr. Chairman, I would like to emphasize that PTO has acquired
its automatic data processing services and equipment through mon-
etary procurements and also exchange agreements.

We have found that PTO has encountered management problems
with both its monetary procurements and its exchange agreements.
While PTO is addressing several of the problems I have noted, we
believe its efforts as of April 1985 will not totally alleviate these
problems.

I would like to briefly highlight these major problem areas.

First, requirements definition shortfalls. PTO’s requirements
analyses were inadequate because all three of PTO's ADP procure-
ments did not fully and effectively meet PTO’s needs. In our report
we cite numerous instances of inadequate requirements definitions,
all of which required considerable additional expenditures for req-
uisite corrective action.

Second, automation costs and benefits were not adequately ad-
dressed. While PTO identified cost-effectiveness as its major goal of
its trademark automation program as we have heard from previous
witnesses, PTO used questionable assumptions not fully supported
by analytical evidence, and did not discount its analyses in develop-
ing the $77 million projected cost savings.

When we recomputed the 1982 cost savings estimate using cur-
rent cost data, an estimating methodology that properly incorpo-
rates discounting, as well as other assumptions suggested by PTO
Trademark Office officials, the original estimate of a cost savings
actually became a cost increase.
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Third, premature acceptance of a contractor product. PTO ac-
cepted its most expensive trademark system to date, the search
system, in June 1984, before it was fully tested and before all iden-
tified problems were corrected. Although a PTO official character-
ized persistent and continuing problems as minor, the system had
not yet met all essential contract specifications as of April 1985, ap-
proximately 1 year after its acceptance.

Fourth, problems experienced with the exchange agreements. We
noted problems experienced with three exchange agreements, also
discussed earlier, between PTO and three different companies to
develop computer tapes which serve as the data bases for two of
the three automated trademark systems. Although PTO received
benefits from the exchange agreements, we noted that the benefits
‘received by PTO were less than the benefits to the companies. This
was primarily because PTO and the exchange agreement compa-
nies initially placed no value on the provision that PTO would
Limit the public’s use of automated systems in accessing its data

ase.

PTO received complaints about this restriction and later sought
to amend the agreements to allow the public full access to its data
base, using PTO’s automated search system. The subsequent
amendments to the agreements assigned an estimated present
value of $3.18 million to this provision, which PTO was to collect in
the form of a $30 per hour royalty fee charged to the public and
then passed on to the companies. This fee plus other fees addressed
in our report contrast markedly with the free access the public has
had to date for manual searching.

Another problem noted with respect to exchange agreements is
that PTO did not consider these agreements to be procurements,
and therefore did not fully comply with the procurement require-
ments of the Brooks Act and the Federal procurement regulations
which included, among other things, maximum practical competi-
tion.

These are the major problems I planned to discuss in my summa-
ry statement today, that is, PTO did not analyze and sufficiently
define its requirements, did not adequately assess the costs and
benefits of automating its trademark operations, did not adequately
test its largest system before acceptance, and finally, did not
manage its exchange agreements properly.

While it appears that PTO can accomplish automating certain
aspects of its trademark operations and already has, the problems
we have identified raise concerns about whether the initial estab-
lished goal, to improve trademark registration quality, cost-effec-
tiveness, and reduced application processing time can in fact be
achieved.

It is for this reason that we make a series of recommendations in
our report intended to give us greater assurance that appropriate
procurement practices are followed and that automation goals can
in fact be achieved.

These recommendations call for the Secretary of Commerce to
direct the Acting Commissioner of PTO to implement a variety of
actions that we believe will reduce continued occurrence of the
problems accounted today. We also recommended increased over-
sight by the Secretary of Commerce to ensure proper implementa-
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tion of these actions by the Acting Commissioner. We added that if
PTO does not take steps to implement our recommendations re-
garding exchange agreements, that Congress should consider wich-
drawing PTO’s exchange agreement authority for ADP resource ac-
quisition.

Mr. Chairman, this concludes my summary statement. I welcome

your questions.
[The prenared statement of Mr. Reed follows:]
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PREPARED STATEMENT OfF WARREN G. REED

Mr. Chairman and Members of the Subcommittee:

We are pleased to be here today to discuss the automation of
trademark operations at the Department of Commerce's Patent and
Trademark Office (PTO). PTO, in its 1982 Automation Master Plan,
established three major goals for its trademark automation effort--
improved registration quality, cost—effectiveness; and reduced ap-
plication processing time. In attempting to carry out these goals,
PTO did not properly manage its automation efforts, including the
use of exchange agreements to acquire automated trademark data.

My statement summarizes_ the findings, conclusions, and recom-
mendations provided in our April-19, 1985, report to the Chairman
of the House Committee on Government Operations entitled, Patent

and Trademark Office Needs to Better Manage Automation of Its

Trademark Operations (GAO/IMTEC-85-8). With your permission, I

would like to submit this report for the record. Although we are
continuing to review PTO's automation effort, my statement is
limited to our findings as of April 19, 1985.

PTO's Administrator for Automation had responsibility for man-
aging PTO's automation program. Since beginning its trademark
automation program in 1981, PTO has spent over $9 million to devel-
op and operate three sevarate systems. These systems are intended
to improve PTO's ability to monitor, retrieve, and search trademark
information. PTO's monitoring and retrieval systems became opera-
tional in 1983 and early 1984, respectively. As of April 1985, the
search system was not fully operational. *

PTO has acquired its automatic data processing (ADP) services
and equipment through monetary procurements and is obtaining the
associated data bases through non~-monetary arrangements, known
aékéxchange agreements., PTO's use of exchange agreements was

specifically authorized by the Congress in Public Law 97-247

(approved on August 27, 1982)., This authority allows PTO to use
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items or services of value rather than money to obtain needed goods
or services.

Mr. Chairman, we found that PTO has encountered management
problems while automating its trademark operations. PTO did not
(1) thoroughly analyze or develop requirements analyses for its
three automated trademark systems, (2) adequately assess the costs
and benefits of trademark automation, (3) fully test its largest
system before accepéing it from a private contractor, and (4) prop-
erly manage its exchange agreements.

PTO has addressed or is addressing several of the problems we
noted. However, we believe its efforts as of April 1985 are not
enough to overcome all the problems.

CERTAIN USER REQUIREMENTS WERE NOT IDENTIFIED

Federal ADP management regulations required agencles to pre-
pare a comprehensive requirements analysis before obtaining ADP
systems. At a minimum, the analysis must include critical factors,
such as a study of data entry, handling, and output needs, and the
ADP functions that must be performed to fulfill an agency's
mission.

Although PTO analyzed user needs, these analyses were inade-
quate because they did not specify all basic requirements for PTO's
trademark systems. Such weaknesses often result, as they did in
PTO, in agenciesgs' acquiring systems that do not fully and effec-
tively meet user needs. For example:

--PTO did not identify all essential features needed for its
computer terminals used for data editing. As a result,
terminals costing $46,000 were purchased without the neces-
sary editing features. Although these terminals were
replaced, the replacements were also deficient. These limi-
tations contributed to an unacceptably high input error rate
that necessitated a $327,214 contract to verify and correct
errors.

--A basic search capability, which Trademark Office and indus-
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try officials characterized as fundamental to trademark
searching, was omitted from the search system. PTO cor-
rected this problem later at a cost of about $70,000..
--PTO also spent $137,000 for its computer—-assisted retrieval
system before learning that it could not provide the print-
out quality required by public users of the system. PTO
planned to use this rarely used system for other purposes.
PTO has recognized the incompleteness of its requirements
analysis. For example, in a March 1984 memorandum, PTO's
Administrator for Automation commented, "The lack of .a consoli-
dated, coherent functional requirement document...is a continuing
handicap in Trademarks."

AUTOMATION COSTS AND BENEFITS WERE NOT ADEQUATELY ASSESSED

Federal ADP management regulations also required that agencies
justify automation activities with a comprehensive requirements
analysis, including consideration of "the cost/benefits that will
accrue....” PTO identified cost-effectiveness as a major goal of
its trademark autoﬁation program. Yet in preparing its 1982 cost/
benefit analysis of trademark automation, PTO used questionable
assumptions not fully supported by analytical evidence and did not
discount! its analysis in developing a $77 million expected opera-
ting cost savings. While PTO's Automation Office contends that the
1982 estimated operating cost reduction is still achievable, the
Trademark Office questions the accuracy of this estimate which,
among other things, assumed that automation would reduce its annual
operating costs by about one-third.

When we recomputed the 1982 cost/benefit analysis using
current cost data, an estimating methodology that properly incor-
porates discounting, as well as Trademark Office officials’' assump-

tions, the original estimated savings became a cost increase. We

Tpiscounting is a standard practice by which expected future cash
flows are estimated and reduced to reflect the time value of
money.
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could not, however, determine whether the Trademark Office's as-
sumptions were more accurate than the original ones because there
was insufficient evidence offered by PTO to support either set of
assumptions. PTO's Administrator for Automation stated that he did
not develop a more refined cost/benefit analysis because PTO's pri-
mary goal for trademark automation was to improve registration
quality and not cost-effectiveness.

Similarly, PTO's two other major automation éoals——improved
registration quality and reduced application processing time--were
not supported by thorough analysis. 1In this regard, PTO continued
to rely on its manual system because the automated system was not

reliablgl

SEARCH SYSTEM ACCEPTED WITHOUT BEING FULLY TESTED

PTO accepted its most expensive system--the search system--in
June 1984, before it was fully tested and before all jdentified

probiems were corrected., Although a PTO official characterized

gsystem problems as minor, the system had not yet met all essential
contract specifications. Por example, in April 1985 the system
could not accommodate the number of simultaneous searches required
by the contract. PTO officials told us in April 1985 that they

plan to request further contractor corrections.

PROBLEMS EXPERIENCED WITH EXCHANGE AGREEMENTS

In 1983, PTO signed exchange agreements with three different
companies to develop computer tapes from PTO's records. These
tapes comprise the data base of trademark information to be used in
the new automated systems. According to PTO officials, the agree-
ments were properly entered under their exchange agreement au-
thority, were developed using appropriate procedures, and were
economical. We found several problems with these agreements. Al-
though PTO received benefits from the exchanges, we noted that (1)
the benefits received were less than those provided to the com-

panies, (2) maximum practical competition on two agreements was not
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obtained, and (3) PTO did not adequately consider all future
impacts of the exchanges on itself or the public.

The first problem occurred because PTO and the exchange agree-
ment companies initially placed no value on the provision that PTO
would limit public access to its data base., PTO received com-
plaints from the trademark industry about this restriction and
later sought to amend the agreements to allow the public full ac-
cess to the search system. The subsequent amendments to the agree-
ments assigned the restrictions an estimated present value of $3.18
million, which PTO was to collect in the form of a $30-per-hour
royalty fee charged to the public and then pay to the companies.

As of April 1985, this fee. was not established, and PTO stated that
it intended to renegotiate the exchange agreements, thereby lifting
some or all of the public access restrictions.

Because PTO did not consider exchange agreements to be pro-
curements, it did not follow procurement regulations. 1In contrast,
we concluded that exchange agreements were procurements of commer-
cial ADP support services subject to the requirements of the Brooks
Act and Federal Procurement Regulations. 1In addition, we found
that PTO did not obtain maximum practical competition as required
by the Federal Procurement Regulations on two of the three
agreements. Nor did PTO develop specific criteria for deciding
when exchanges rather than monetary contracts should be
used. .

Finally, PTO did not adequately consider all future impacts of
the exchange agreements on itself or the public. For example, PTO
relinquished control over the use of some of its ADP resources
and was required to renegotiate with the companies before it could
allow the public to have full access to its automated search
system. PTO also restricted its ability to disseminate trademark
data using existing technology, such as allowing remote access to
its search system through microcomputers., 1In addition, PTO pro-

posed to charge the public a $70-per-hour fee--$30 for the royalty
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fee and $40 for other search system costs. These fees contrast

with the free access the public has for manual searching.

RECOMMENDATIONS

To help ensure that automation goals and appropriate procure-
ment practices are met, we recommended that the Secretary of Com-

merce direct the Acting Commissioner of Patent and Trademarks to:

--Reanalyze thoroughly the cost and benefits of PTO's
trademark automation activities and ensure that any
additional expenditures are justified.

--Review and, if necessary, revise PTO's systems specifica-
tions to ensure that all key requirements to support the
system's use by PTO personnel and by the public are met.

--Make all reasonable efforts to expeditiously and
economically acquire unrestricted ownership of the
trademark data bases obtained through the exchange
agreements. - .

--Establish criteria for determining when future ADP
resource exchange agreements should be used and develop
procedures to ensure that these exchanges comply with

applicable federal procurement regulations.

To ensure appropriate oversight, we recommended that the
Secretary of Commerce review and approve PTO's response to these
recommendations to assure that they are properly implemented. We
added that, if PTO does not take steps to implement the above
recommendations regarding exchange agreements, the Congress should
consider withdrawing PTO's exchange agreement authority for ADP
resource acquisitions.

Mr. Chairman, this concludes my prepared remarks. 1 welcome

any questions you may have.
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Senator MaTHIAS. Thank you very much.

As you know, there have been very strong emotions in this whole
controversy. The passions have been unleashed, and some very
harsh things have been said. Let me ask you bluntly, straight-out,
this question: Has there been anything criminal that you have ob-
served in your indepth examination?

Mr. Reep. Not to my knowledge.

Senator MaTH1AS. No violation of any statute?

Mr. Reep. Not to my knowledge, no direct violation. In the case
of exchange agreements, for example, we feel that the Brooks Act
and the attendant regulations have been circumvented, but we
would like to think not by intent.

In direct answer to your question, no, sir.

Senator MaTHIAS. So you would say—well, I do not want to put
words in your mouth. What about indirect violation of any statute?
You?said circumvention. Is that the same thing as an indirect viola-
tion?

Mr. ReEb. I would like to refer to a legal opinion that we offered,
issued in the March timeframe, in response to a query from Con-
gressman Brooks. We concluded there that PTO was operating
within the statute in terms of its exchange agreements, within the
authority. However, we also concluded that these exchange agree-
ments were, in fact, contracts for the procurement of ADP comput-
er support services, which do come under the edicts of the Brooks
Act and the Federal procurement regulations.

Now, we believe, as I believe the previous witness may have al-
luded to, that the PTO people have a different interpretation than
the one that we offered as a legal opinion. So that is about as far as
I can go. It could be a question of interpretation. The facts are,
however, that we feel, and address in our report, that the procure-
ment regulations, based on our interpretation, were in some cases
not followed.

I might add that that was also GSA’s position.

Senator MATHiAS. I think that is a serious conclusion and one
that we will follow up with some written questions.

Your statement covers trademark automation.

Mr. REED. Yes, sir.

Senator MaTHIAS. Have you begun a study of patent automation?

Mr. REED. Yes, sir. We have one in progress. It is in the early
stages.

Senator MATHIAS. Is it too early to draw any kind of general con-
clusions? Are there similar problems, for example?

Mr. ReEp. I would say it would be premature for me to offer any
conclusions.

Senator MaTHI1AS. Well, I will not press you on that; we can wait
for that, but we will obviously be particularly interested in wheth-
er or not you find the same kind of pattern of problems.

Is the estimate of cost of trademark automation complete?

Mr. REED. Well, as we stated in our report——

Senator MaTHIAS. You say they have spent $3 million since 1981.
Does that figure project into the future, or is that only what has
happened in the past?

Mr. REED. In the past, those are the actual expenditures that we
identified.



251

Senator MaATHIAS. How much more do you think it will cost to
complete it?

Mr. REED. Well, first of all, that figure is a small part of the total
estimated cost for the trademark automation. The total estimate
that PTO made for its Patent and Trademark automation over the
next number of years is $700 million, approximately.

Senator MarHiAs. I want to be fair about this: I read into your
statement the implication that in the judgment of GAO, the Patent
and Trademarks Office has not really exerted an adequate effort to
resolve its automation problems. Am I reading you correctly?

Mr. ReED. I think I have to rely on the facts to respond to your
question. We identified a number of problems which are very basic
to the successful implementation of an automation program of the
sort that PTO is attempting to implement.

Senator MATHIAS. And you make a number of recommendations
as to how you think it can be dene better.

Mr. REED. We do.

Senator MATHiAS. Therefore, I read from that that you think
that without those steps that are recommended it will not be an
adequate effort.

Mr. REED. I would agree with that, yes, sir.

Senator MATHIAS. Are you getting any results from the recom-
mendations?

Mr. Reep. Well, the recommendations are somewhat fresh, in
terms of time. The only results I have seen—and I do not mean to
minimize them—are the efforts that have been initiated by the Sec-
retary of Commerce—and we alluded to the management study, I
think, which is going to be made part of the record, which is one
action that has occurred since our recommendations have been
made. The management study seems to reinforce the importance
and the desirability of implementing our recommendations. So in a
sense, they are at least moving in the right direction; we see evi-
dence that they are moving in the direction of giving our recom-
mendations some attention. They are by no means at the point
where they have followed through in terms of implementing the
recommendations we have made.

Senator MaTH1AS. We will await with interest and baited breath
for the next thrilling chapter. We may have some written questions
for you on some of the technical issues you have raised.

Thank you very much.

Mr. Reep. Thank you.

[Material submitted for the record follows:]
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RespoNsES OF WARREN G. ReeD
To AppiTional QUESTIONS OF SENATOR MATHIAS

UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548

August 29, 1985

INFORMATION MANAGEMENT
& TECHNOLOGY DIVISION

The Honorable Charles McC. Mathias, Jr.

Chairman, Subcommittee on Patents,
Copyrights, and Trademarks

Committee on the Judiciary

United States Senate

Dear Mr. Chairman:

In an August 14, 1985, letter, you sought answers to questions
about our recent report, Patent and Trademark Office Needs to
Better Manage Automation of its Trademark Operations (GAO/IMTEC-85-
8 dated April 19, 1985) and related testimony, which we presented
to your subcommittee on July 23, 1985. Because your questions
centered around our report conclusions and recommendations, we have
summarized this information to help serve as background material
for our answers. This summary, your specific questions, and our
answers are presented in enclosures I and II,

In an August 21, 1985, letter to GAO, the Department of Com-
merce's Assistant Secretary for Admipistration, indicated several
actions the Department has taken or plans to take to respond to our
recommendations. Since these actions relate directly to several of
your questions, we have provided a copy of the Department's letter
as enclosure I1I. Because of their bulk, we did not provide the
attachments referred to in the Assistant Secretary's letter. If
you require these attachments, my staff will oblige you.

Sincerely yours,

WA NN

Warren G. Reed
Director

Enclosures - 3
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ENCLOSURE I ENCLOSURE I

SUMMARY OF GAQ REPORT
PINDINGS AND RECOMMENDATIONS

During our review of the Patent and Trademark Office's (PTO's)
automation of trademark operations, we found that, PTO did not (1)
thoroughly analyze user needs, (2) adequately assess the cost-
effectiveness of its systems, (3) properly manage three exchange
agreement contracts, and (4) fully test one of its systems before
accepting it from the contractor. Consequently, we recommended
that the Secretary of Commerce direct the Acting Coummissioner of
Patents and Trademarks to do the following:

(1) Reanalyze thoroughly the cost and benefits of PTO's
trademark automation activities and ensure that any addi-
tional expenditures are justified.

(2) Review and, if necessary, revise PTO's systems specifica-
tions to ensure that all key reguirements to support the
systems' use by PTO personnel and by the public are met.

(3) Make all reasonable efforts to expeditiously and economi-
cally acquire unrestricted ownership of the trademark
databases obtained through the exchange agreements,

(4) Establish criteria for determining when future ADP
resource exchange agreements should be used and develop
procedures to ensure that these exchanges comply with
applicable federal procurement regulations, Also, make
sure that PTO thoroughly analyzes the value of future
agreements and fully assesses their impact on PTO and the
public.

(5) Maintain PTO's manual trademark system until the capabil-
ities of PTO's automated systems are at least equal to
the manual system.

To ensure appropriate oversight, we recommended that the
Secretary of Commerce review and approve PTO's response to the
above recommendations to assure that these recommendations are
properly implemented. We also recommended that the Secretary
require that any significant procurement actions regarding trade-
mark automation, including new procurements as well as modifica-
tions to or renewals of existing procurements, undergo departmental
teview and approval. We noted that this requirement should remain
in place until the Secretary is satisfied that PTO has appropri-
ately reanalyzed the costs and benefits of it's trademark
automation and has reviewed the systems' specifications.

51-688 0O—85—9
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ENCLOSURE I FENCLOSURE II

GAO RESPONSES TO QUESTIONS CONCERNING
PATENT AND TRADEMARK OFFICE AUTOMATION

CHAIRMAN MATHIAS' QUESTIONS AND GAO'S RESPONSE

Chairman Mathias' Question 1

In your testimonv and report, you listed a number of
recommendations for the PTO's trademark automation program.

(1a) wWhat is an appropriate timetable for PTO compliance with
those recommendations?

(1b) Are you continuing to monitor their activities to ensure they
comply, and if so, will you be putting out a follow-up study?

(1c) When will you complete your study of the patent automation
program?

GAO Response to Question 1A

We believe that, within 1 year, PTO should comply with four of
the five recommendations we directed to PTO and that PTO should
establish a goal for completing the fifth recommendation. WNo time-
table should be established for our recommendations regarding
appropriate oversight by the Secretary of Commerce, (see encl. I
for a summary of our recommendations).

Because PTO had done some of the work required when it first
planned its automation effort, 1 year should provide PTO with
sufficient time to thoroughly reanalyze the costs and benefits of
trademark automation and to review and revise, if necessary,
trademark system specifications, (recommendations 1 and 2).

Similarly, it is reasonable to expect that, within 1 year, PTO
could acquire unrestricted ownership to the trademark data bases
developed through its exchange agreements, (recommendation 3).
However, it should be noted that to acguire such unrestricted
ownership PTO will have to negotiate with the exchange agreement
companies. Consequently, it could take longer than a year.

PTO also should be able to establish criteria for determining
when to use ADP resource exchange agreements and procedures for

accomplishing future exchanges within a yearl, since such pro-
cedures should essentially incorporate the already well-established
procedures for monetary acquisition, (recommendation 4).

Because we received conflicting information during our review
on the state of PTO's automated systems and because we did not
attempt to verify the automated system's current reliability com-
pared to that of the manual system, we cannot estimate how long PTO
will need to establish that its automated system capabilities are
at least equal to its manual files, (recommendation 5). Further-
more, because of the importance of these trademark files to the
validity of the trademark registration process, we believe it would

1Phe timing of when PTO should have its exchange agreement criteria
and procedures established, however, will also depend on the out-
come of PTO's 1986 through 1988 authorization bill. Since the
House of Representatives' version of the bill (H.R. 2434) includes
a provision that would prohibit PTO's using its exchange agreement
authority for ADP resource acquisitions for the next 3 years, the
need to establish criteria and procedures for ADP resource
acquisitions may be effectively delayed until fiscal year 1989, if
this bill becomes law.
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be imprudent to burden PTO with a specific time limit for imple-
menting this recommendation. Nevertheless, PTO should establish a
goal for expeditiously completing this recommendation.

Our recommendation to the Secretary of Commerce for added
oversight should continue until all of our recommendations to PTO
are fully implemented.

GAO Response to Question 1b

We are continuing to monitor PTO activities to ensure that
they comply with our recommendations. However, we do not plan a
follow-up study of the trademark automation area at this time
because Commerce has indicated that it is planning to correct the
problems identified during our review. In this regard, Commerce's
Assistant Secretary for Administration outlined in an August 21,
1984, letter several activities Commerce has undertaken to ensure
that PTO in taking corrective actions. (See encl. III.)

GAO Responge to Question 1c

We plan to complete our ongoing review of PTO's patent automa-
tion effort by July 1986.

Chairman Mathias®' Question 2

In your testimony before the subcommittee you indicated that
PTO circumvented the Brooks Act and the attendant regulations in
their exchange agreements,

(2a) Could you please be more specific and describe how the PTO
did not abide by government procurement requirements as
stated by the Brooks Act and other procurement regqulations?

(2b) Have you noticed any effort by the PTO to adopt your recom-
mendations?

(2c) How would you recommend correcting the exchange agreements?

(2d) what steps do you suggest PTO take to ensure that its prob-
lems with exchange agreements do not reoccur?

GAO Response to Question 2a

In reviewing PTO's actions regarding exchanges, we concluded
that PTO did not obtain maximum practical competition, as required
by the Pederal Procurement Regulation, on two of the three procure-
ments. PTO's May 1983 exchange agreements with Thomson and Thomson
and Trademark Computer Research, Inc., are contracts for commercial
ADP support services, which were subject to the Brooks Act and the
Pederal Procurement Regulation. We believe that PTO did not obtain
maximum practicable competition on these exchanges for the
following reasons:

=-PTO did not publicly announce that it was seeking proposals
for the kinds of data to be provided under the Computer
Research and Thomson agreements. January and Pebruary 1983
notices in the Commerce Business Daily and the Official
Gazette, respectlvely, announced a PTO exchange agreement
with Compu-Mark (the first exchange aqreement) and invited
proposals from other interested firms for materials and ser-
vices that were the same as or equivalent to Compu-Mark's
offer. However, the Computer Research and Thomson offers
were not the same or equivalent proposals because the data
provided by these companies were different than that
provided by Compu-Mark. The companies would provide
computer tapes of images and the text of future trademark
applications and Compu-Mark would provide computer tapes of
the text of all trademarks active at the time of its
agreement.

~=-PTO had limited contacts with companies regarding the prep-
aration of computer tapes of images or of future trademark
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applications and other documents. According to PTO offi-
cials, PTO's contacts were confined to a total of four
companies for the image and future trademark application
tasks. (PTO officials stated that they had other contacts
with companies for ADP resources during January 1983 through
May 1983. They added, however, that PTO did not specifi-
cally discuss future text or image proposals.)

--The announcements of the Computer Research and Thomson
agreements in the May 20, 1983, Commerce Business Daily did
not invite proposals from other interested firms for mate-
rials and services that were the same as or equivalent to
these two agreements. Rather, the announcements requested
proposals only for exchanges of materials and services.
(The May 20, 1983, Commerce Business Daily notice stated,
"The PTO welcomes proposals from other suppliers for the
exchange of materials and services.") These requests were
consistent with PTO's policy on exchange agreements, which
was published in the Federal Register on May 5, 1983. Under
this policy, PTO will consider a proposal for a particular
kind of exchange and is not required to solicit competitive
proposals, PTO's policy states that:

“Due to resource limitatons and the necessity for diver-
sity in the program, only one offer will normally be
accepted for a given PTO incentive. If substantially
similar offers are received within any 45-day period,
they will be evaluated and/or negotiated together. The
offer which provides the best total consideration for the
Government will be accepted.”

Consequently, we believe that PTO did not obtain maximum prac-
tical competition on the second and third exchanges. PTO did not
publicly announce requests for proposals and had limited contacts
with companies regarding its proposals before it entered the Compu-
ter Research and Thomson agreements. Therefore, PTO was unable to
ensure that it would receive enough offers from firms that could
meet its needs at the lowest overall cost, price and other factors
considered. PTO also was not prepared to enter into other arrange-
ments that were competitive with the Computer Research and Thomson
agreements. Both its invitation for proposals in the Commerce
Business Daily announcements and its exchange agreement policy did
not contemplate that there would be other agreements for the type
of data bases Computer Research and Thomson would furnish. (We
found no documentation that established the basis and justification
for PTO's sole-~source selection of Computer Research and Thomson,
as required by 41.C.F.R.S. 1-4. 1206-5.)

GAO Response to Question 2b

The August 21, 1985, letter from Commerce's Assistant Secre-
tary for Administration (provided as encl. III) indicates that PTO
will follow our recommendations regarding exchanges, {(recommenda-
tion 3 and 4). The letter states that the Department will estab-
lish criteria for determining when exchanges should be used and
develop procedures to ensure that future exchanges comply with
federal procurement regulations, (recommendation 4). The letter
adds, however, that the Department does not consider the exchanges
to be procurements and thus does not believe that it was required
by the Brooks Act or procurement requlations to take this action.

wWhile the letter does not specifically address PTO's actions
in response to our recommendation concerning the acquisition of un-
restricted ownership of exchange data bases (recommendation 3), it
indicates that buy-outs of existing exchange agreements will meet
congressional and public concerns and refers to a draft plan to
implement all of our recommendations. Commerce stated that it
planned to release this plan in 45 days.

GAO Responge to Question 2c

We believe PTO's existing exchange agreements could be
improved if PTO adopts our recommendation and makes all reasonable
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efforts to expeditiously and economically acquire unrestricted
ownership of the trademark data bases obtained through the exchange
agreements.

GAO Response to Question 24

Regarding actions PTO should take to help prevent future prob-
lems with exchanges, we believe PTO should follow our recommenda-—
tion that it (1) develop and follow procedures that ensure that its
exchange agreements comply with applicable federal procurement
regulations and (2) establish criteria for determining when
exchange agreements should be used in lieu of monetary
procurements. Pederal procurement regulations were designed to
ensure that agencies achieve basic procurement goals, such as
ensuring that maximum practical competition is met. These goals
are equally valid for exchange agreements. Because of several
unusual aspects of exchanges, PT0O must supplement these procurement
requlations, as appropriate, to ensure that it thoroughly analyzes
the values established for future exchanges and the impact of all
exchange provisions on PTO and the nublic.

Chairman Mathias® Question 3

In the cost/benefit section of your report you quote divergent
opinions within PTO on the automation program. How could this have
been prevented?

GAO Response to Question 3

As we stated in our report, PTO's Automation Office and Trade-
mark Office disagree on the extent, if any, of cost savings
expected from automation. Neither office supported its position
with adequate documented analytical evidence. Before embarking on
a project of this scale, PTO should require either that a consensus
be reached on anticipated costs and benefits by the offices
affected by the project or that the rande of these differing esti-
mates he presented to ensure that a more complete indication of the
project's potential outcome is disclosed. FPurthermore, in either
situation analytical evidence must be documented to support the
consensus view or the range of expected outcomes. A consensus
obviously was not reached at PTO considering the wide disparity of
views that we were given. Also, the range of PTO's differing
estimates was not presented in PTO's 1982 Automation Master Plan.

Chairman Mathias' Question 4

In your report you state that PTO did not achieve maximum
practicable competition in two of its three exchange agreements.
Please explain the basis for this statement.

GAO Response to Question 4

Our response to this question is presented in response to
question 2a.

Chairman Mathias' Question 5

In your report you state that PTO's exchanqe.aqreement parct-
ners received about twice the value that PTO received from the
agreements. Please elaborate?

GAO Response to Question S

Since PTO's exchange agreements initially did not involve
money, the two parties assigned values to the items to be
exchanged. 1In a fair exchange these values would have been approx-
imately equal. 1In the PTN exchanges, the stated values were
presented as being aoproximately equal but the actual values, as
subsequently established, were not equal. One of the provisions in
the PTO aareements was that PTO would not allow the public greater
access to PTO's automated search system than “comparable and equi-
valent" assess to the manual system., However, no value was
assigned to this provision. Therefore, PTO did not receive
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something of value for this provision. Later, when PTO asked that
this provision be modified so that the public could access the full
search system, it was required by the companies involved in the
exchange to collect royalty fees from the public. The present
value of these fees was $3.18 million., Thus, the value to be
received by the companies (in items and money) was approximately
$3.18 million more than the value PTO was to receive. Con-
sequently, PTO did not receive equal value in the exchanges.

While this arrangement has not become operational because the
automated system has not yet been offered for use by the public
(and may not become operational if PTO completes its planned
"buy-out” of the exchange restrictions), the subsequent arrangement
clearly indicates that the exchange companies received a greater
value from the agreements than that received by PTO. (Currently,
the public is not charged for using PTO's manual system.)
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ENCLOSURE III ENCLOSURE III
"y 2"
LI YN L UNITED STATES DEPARTMENT DF COMMERL
'_ \';_- I.' The Assistant Secretary for Administration

%
Yargy

AUG 21 1385,

Honorable Charles A. Bowsher

Comptroller General of the
United States

U.S. Generol Accounting Office

Washington, D.C. 20548

Dear Mr. Bowsher:

Enclosed is the Department's response to yaur report to the
Chairman, Comittee on Government Operotions, House of
Representatives titled "Potent ond Trademark Office Needs to
Better Monoge Automation of its Trodemark Operations.”

These corments are prepored in accordance with the Office of
Monogement ond Budget Circulaor A-50.

Sincerely,
e
AL»J
Kay Bulfow

Assistant Secretory
tor Administrotion

Enclosure

Exec. Sec. Control No. 514190s
OMO/MCD/JLymn/mic/7/15/85

cC:

A/S Chron SEC
Q0 Chron HR
MCD Subj. e}
Exec. Sec. (]
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COMMENTS .OF DEPARTMENT OF COMMERCE
ON FINAL GAO REPORT
ENTITLED

PaTeNT AND TRADEMARK OFFIcE NEEDS
To BETTER MANAGE AUTOMATION OF I1TS TRADEMARK OPERATIONS

IMTEC-85-8
ApriL 19, 1985

1o respond to the concerns and recamrendations contained in the report the
Depar trent has taken the following actions:

First, on June 3, 1985, Deputy Secretary Browmn requested that the Institute
for Carputer Sciences and Technology (ICST) of the National Bureau of
Standards conduct a review of the technical aspects of the Patent and
Traderark Office's Trademark and Patent Autamation Project plans and

progress. The purpose was to assess objectively and independently whether the
trademark autavation effort is meeting the established objectives. They also
determined whether the progress to date and activities underwoy were
consistent with objectives established for the project. The ICST's final
report is expected by Septerber 30, 1985. An interim report on Trodemark
Autaration is enclosed.

Second, the Assistant Secretary far Administration (AS/A) established a
depar trental task force to examine monagemrent proctices being used by the
Patent and Trademark Office to administer the qutamtian project, to assess
the adequacy af departrental oversight in all aspects of the automation
project, and to recamwrend needed changes to the Assistant Secretary. The task
force was mode up of staff fran the Office of the Inspector General, the
Econamic Developrent Administration, the Patent and Tradevark Office, the
National Oceanic and Atospheric Adninistration, and the Office of the AS/A.
Erpioyees were selected with backgrounds in budget and finance, monagevent
analysis, procurerent, and internal control. The task group has carpleted
their review and a copy of their report is enciosed.

The recanrendations have been accepted by the Acting Assistant Secretary and
Camissioner of Patents and Tradevarks, and an implerentation plan has been
developed which addresses the recamrendations in the GAD Report. This is
currently under review by the Deputy Secretary.

Since the Depar tment did not have the opportunity to camrent on the draft GAO
report, we have not addressed the findings and conclusions contained in the
final report. towever, the Departrent disagrees with the GAO that the
exchange agreerents were procurerents of camrercial ADP support services
subject to the requirearents of the Brooks Act and the Federat Procurervent
Regulation. This is based an opinions af PTO and Depar smental Counsels that
the Brooks Act, 40 U.S5.C. s 75%, and subpart 1-4.12 af title 41, Code of
Federal Regulations, do not apply to these exchonge agreements because PTO
does not obtain automted data processing services or support services under
these agreerents. Nevertheless, we are aware of the sensitivities of the
Congress and the public on this matter. For future exchange ogreevents, the
Department will establish criteria for determining when ADP resource exchange
agreerent should be used and develop procedures to ensure exchanges corply
with Federal Procurerent Regulations. We will also ensure that buy-outs of
the existing exchange agreements meet the concerns af the Congress and the
public.

The Depar tment will advise GAO within 45 doys of this response what specific
actions the Deputy Secretary has directed the Depar tment to take to inpletent
all af the recowrendations in the GO report.

- A
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BY THE COMPTROLLER GENERAL
Report To The Chairman,
Committee On Government Operations
House of Representatives

OF THE UNITED STATES

Patent And Trademark Office Needs
To Better Manage Automation
Of lts Trademark Operations

At the request of the Committee Chairman,
GAO reviewed automation efforts at tive
Department of Commerce’s Patent and
Trademark Office (PTO). GAO found th2s,
in attempting to automate its trademark
operations, PTO did not (1) thoroughly
analyze user needs, (2) adequately assess
the cost-etfectiveness of its systems, (3)
properly manage three exchange agree-
ment contracts, and (4) fully test one of its
systems before accepting it from the
contractor.

PTO has addressed sevarat of these prob-
tems, but it needs to do more. GAO makes
recommendations to the Congress and to
the Secretary of Commerce to assist PTO
in correcting problems noted in this report.

GAOQ/IMTEC-85-8
APRIL 19, 1985
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COMPTROLLER GENERAL OF THE UNITED $TATES
MASKINGTON-D.C. 20848

B-217448

The Honorable Jack Brooks
Chairman, Committee on Government Operations
House of Representatives

Dear Mr. Chaicman:

This letter responds to your July 11, 1984, regquest that we
conduct a review of theVautomation of the trademark operations at
the Department of Commerce's Patent and Trademark Office (PTO). 1In
1980, the Congress required PTO to prepare a plan to identify its
automation needs and, if necessary, develop an office~wide automa-
tion system. In 1981, in response to this mandate, PTO began
planning automation of its trademark operations. Since then, it
has spent over $9 million to develop and operate three automated
systems. In February 1985, PTO estimated the trademark automation
effort would cost $22.4 million in developmental and operational
costs through 1988, .

On the basis of your reguest and later discussions with your
office, we examined management issues relating to antomatjon of
PTO's trademark operations. Specifically, we focused on PTO's {1)
analyses of system user requirements, (2) a 1982 trademark automa-~
tion cost/benefit analysis, and (3) contracting practices and pro-
cedures for acquiring the automated trademark systems. We con~
tacted PTO and industry officials, reviewed their files, and
obtained affidavits from certain individuals about matters on which
we had received conflicting information. This letter summarizes
our findings and presents our conclusions and recommendations.
Appendix I provides specific details on our review.

In itg 1982 Automation Master Plan, PTO established three
major goals for its trademark automation effort—-improved registra-
tion quality, cost-effectiveness, and reduced application process~
ing time.

To accomplish this, PTO has acquired automatic data processing
(ADP) §erv1ces and equipment through monetary procurements; it is
acquiring the associated data bases through non-monetary arrange-
ments, known as exchange agreements, with firms that provide trade-
mark related services. Under the exchange agreements, PTO agreed
to provide the firms with trademark data for the firms® own use and
accepted restrictions on public access to certain automated trade-
mark information. In return, the firms agreed to produce and pro-
vide copies of PT0's trademark data bases in machine-readable
form. PTO is moving forward with its automation effort. However,
we found that, because of the manner in which this effort has been
managed to date, PTO has little assurance of meeting its goals.

PTO has encountered four distinct types of management problems
in its trademark automation activities., PTO did not (1) thoroughly
analyze or develop the functional requirements for its or the
public's use of its three automated systems, (2) adeguately assess
the costs and benefits of its automation systems, (3) properly man~-
age its three exchange agreements, and (4) fully test its trademark
search system before accepting it from the contractor.

1Trademark automation costs are a part of PTO's office-wide
automation program that PTO estimated in 1982 to cost at least
$719.9 million through 2002. PTO's estimate did not separate
trademark and patent automation costs. Also, PTO omitted
significant trademark automation costs in its 1982 cost/benefit
analysis. However, it did include estimated cost reductions that
would result from the automation effort.
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PTO has addressed or is addressing several of the problems we
noted. However, we believe its efforts to date are not enough to
overcome all the problems.

AUTOMATING TRADEMARK OPERATIONS

Trademarks are words or symbols that identify and distinguish
products and are used to indicate the origin of goods and services,
Tradenmarks are registered with PTO primarily to help protect the
owner's rights to the trademark.

PTO's Administrator for Automation and his staff (hereafter
the Automation Office) manage the office-wide sutomation program
and were responsible for developing the automation plan, including
identifying requirements and developing PTO'c cost/benefit analy-
sis. PTO's primary users of the automated trademark systems are
under the Office of the Assistant Commissioner for Trademarks
(hereafter the Trademark Office). The public currently uses PTO's
manual search files and those elements of the automated system that
are fully operational. The public will have access to additioral
elements of the automated system as they become operational.

As part of its automation effort, PTO has automated three
trademark operations involving information searching, monitoring,
and retrieving. The search system is being developed by the Sys-
tem Development Corporation; PTO developed the other two systems.
In general, these systems were intended to improve PTO's abhility to
(1) search existing trademarks to ensure that confusingly similar
trademarks are not registered, (2) monitor the status of trademark
applications, and (3) microfilm, retrieve and print copies of PTO's
original trademark documents. PTO's automated monitoring and
retrieval systems became operational in 1983 and early 1984,
respectively.

PTO has experienced difficulty in using its search system..
PTO accepted the search system from the contractor in June 1984
when it was not in a position to test all of the system's features.
Purthermore, it has had to supplement the automated search systenm
with manual searching because, according to the Assistant Commis-
sioner for Trademarks, the data base contains too many errors for
use without manual verification. As of Apcil 1985, the system was
not fully operational. :

PTO has announced that it plans to eliminate its manual search
facility after the automatic search system becomes fully opera-
tional and reliable. As of April 1985, PTO had not specified when
this would occur.

In 1983, PTO entered exchange agreements with three companies
to obtain computer tapes of trademark information (machine-readable
data bases) to be used on its automated monitoring and search sys-
tems. In general, the companies agreed to type (key enter) data
from PTO's trademark records onto computer tapes and provide these
tapes to PTO for use in its automated trademark systems. In
return, PTO agreed to (1) provide copies of trademark data tapes
and related documents for the companies' own use and (2) place
certain restrictions on public access to the trademark data base.
Under the existing manual searching process, no restrictions exist.

With respect to the initial exchange agreement restrictions,
the public would not be allowed tc use the more advanced capabil-
ities of PTO's planned automated search system to access the trade-
mark data. For example, the public would not be able to search
phonetically for trademarks that sound.alike. The companies wanted
restrictions on the automated system tO ensure that PTO's search
system did not compete with their trademark search business,
according to PTO and company officials. Thus, at the time the
agreements were entered, if PTO had terminated manual searching
according to its announced intentions, the effect of the public
access restriction might have been to force the public to do busi-
ness with one of the exchange companies or forego the more effec-
tive trademark search techniques.

CERTAIN USER REQUIREMENTS WERE ROT IDENTIFIED

Federal ADP management regulations required that agencies pre-
pare a comprehensive requirements analysis before they acquire ADP
systems. At a minimum, the analysis must include critical factors,
such as a study of data entry, handling, and output needs, and "the
ADP functions that must be performed to meet the mission need.®
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While PTO performed analyses of user needs, we believe these
analyses were inadequate because they did not specify all basic
requirements for PTO's trademark systems. Such weaknesses often

result, as they did in pTO, in agencies® acqulring systems that do
not fully and effectively meet user needs.

In developing its trademark application monitoring zystem, for
exumple, PTO did not identify all essential features needed for its
computer terminals used for data editing. As a result, PTO pur-
chased terminals without the necessary editing features. Theae
terminals were replaced by other terminals available to PTO. The
replacement terminals were also deficient. According to Trademark
Office officials, the limitations uf the terminals have contributed
to an unacceptably high data-entry error rate that necessitated a
$327,214 proofreading contract to correct the errors., PTD also
spent $137,000 for its computer-assisted retrieval system before
learning that it could not provide the printout quality required by
public users of the system. In addition, in planning its trademark
search system, PTO omitted a basic search routine that industry and
Trademark Office cfficials characterized as fundamental to trade-
mark searching. Subsequently, PTO identified and corrected this
problem through a contract modification costing about $70,000.

We also found indications that PTO recognized the incomplete-
ness of its requirements analysis. PTO's Administrator for Auto-
mation, in a March 1984, internal memorandum, stated:

"The lack of a consolidated, coherent functional require-

ment document...is a continuing handicap in Trade-

marks.... Prom a systems point of view, it would have

been more efficient, over the long haul, to have deferred

the development of the ATS [Automated Trademark System]

system, including especially TRAM, [the monitoring sys-

tem) until the long-range concepts was (sic) solidified,

Of course, that would have delayed all aspects of Trade-

mark automation and the consequent benefits from it,

This was a major consideration in following the current course.”

AUTOMATION COSTS AND BENEFITS NOT AODEQUATELY ASSESSED

Federal ADP management regulations also required that agencies
. Justify automation activities with a comprehensive requirements
analysis, including consideration of "the cost/benefits that will
accrue...." PTO's 1982 cost/benefit analysis indicated that auto-
mating the trademark operations would reduce its operating costs by
about $77 million over a 20-year period. However, PTO omitted
significant cost estimates of acquiring and operating its automated
trademark system in computing the $77 million cost reduction esti-
mate. Also, according to the Administrator for Automation, PTO's
analysis did not separate trademark and patent automation costs
because the cost portion of the study was done on a PTO-wide basis.
We also found that PTO's analysis was inadequate because it was
based on assumptions that lacked analytical support and because

PTO did not discountZ the expected cost savings. Because of these
insufficiencies, we believe the savings estimates are not reliable.

The current Trademark Office officials guestion the accuracy
of the 1982 cost reduction estimates which, among other things,
assume that automation will decrease Trademark Office annual
operating costs by about one-third, Although the Administrator for
Automation considers these estimated operating cost reductions

chievable, the Assistant Commissioner for Trademarks and the
Trademark Office staff stated that the one-third assumption is too
high, leading to an exaggerated cost reduction estimate. The esti-
mate's margin of error could be significant, If the 1982 analysis
is recomputed using current cost data, an estimating methodology
that properly incorporates discounting, and a more conservative
estimate that there will be a 10 percent reduction in Trademark
Office operating costs (according to Trademark Office officals, the
highest achievable percentage)--the original estimated cost reduc-
tion becomes a cost increase, We could not determine the reason-
ableness of the assumptions of either group of officials because

2pigcounting is a standard practice by which expected future cash
flows are estimated and reduced to reflect the time value of
money. The Administrator for Automation said that PTO did not
discount the expected trademark cost savings it presented in the
cost/benefit analysis section of its 1982 Automation Master Plan.
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there was insufficient evidence oftered to thoroughly support
either set of assumptions.

PTO's Administrator for Automation said that he did not de~
velop a more refined cost/benefit analysis because PTO's primary
goal for trademark automation was to improve registraticn quality
by using more comprehensive trademark searches on & more conpletea
trademark file. He added that cost-effectiveness was not the pri-
mary automation goal. PTO's 1982 cost/benefit analysis, houvever,
did not document support for the expectation of improved registra-
tion quality.

PROBLEMS EXPERIENCED WITH EXCHANGE AGREEMENTS

.

PTO's use of exchange agreements was specifically authorized
by the Congress in Public Law 97-247 (approved on August 27,
1982). This authority allows PTO to use items or services of value
rather than money to obtain needed goods or services. To date, PTO
has not developed specific criteria for deciding when exchanges
rather than monetary contracts should be used.

In 1983, PTO signed three exchange agreements with three
different companies to acquire a data base of trademark informa-
tion. PTO officials told us that the agreements were properly
entered under PTO'S exchange agreement authority, developed using
appropriate procedures, and economical. We found, however, that
while PTO received benefits from the exchanges, (1) the benefits
PTO received were less than those provided to the companies, (2)
tne approach PTO used to develop the exchange agreements was
inappropriate, and (3) maximum practical competition on two agree-
ments was not obtained. Lastly, PTO did not adequately consider
all future inpacts of the exchanges on itself or the public.

In negotiating the terms of the exchange agreement, PTO and
the companies initially placed no value on a provision that PTO
would limit public access to its data base. As a result, the com-
panies received greater value than did PTO., Subsequently, PTO and
the companies assigned an estimated present value of $3.18 million
to this contract provision. This value was based on PTO's estimate
of the costs of creating the data base primarily by means of a
monetary <ey-entry procurement,

On March 13, 1985, we issued a legal opinion on PTO's
exchanges. We concluded that the exchanges were procurements of
commercial ADP support services subject to the requirements of the
Brooks Act and the Pederal Procurement Requlation, The General
Services Administration, which has authority over such AD