6 WORKING FOR OUR CUSTOMERS



1994 HIGHLIGHTS

INTELLECTUAL PROPERTYPROTECTION

Playinga leadership role inintellectual property protection isa top priority of the PTO. Strong intellectual property
protection translates not only into protection of valuable inventions and investments, but also improved competitiveness
andeconomicgrowth for America. Inorder toensure that our creatorsand inventors will receive the best protection both
hereandabroad, the PTO continues towork toward improving both the global intellectual property arenaand our own
national patentand trademark protection programs.

Policy Initiatives
Fiscal year 1994 was marked by major developmentsin intellectual property protection:

Agreementonthe Trade-Related Aspectsof Intellectual Property (TRIPS)

The TRIPS Agreement isone of several agreements negotiated in the Uruguay Round of Multilateral Trade Negotiations
under the General Agreement on Tariffsand Trade (GATT). The TRIPS Agreementestablishes intellectual property
protection standards for the more than 110 countries that participate in the GATT. One of the most important
requirements of the TRIPS Agreement requires the United States to introduce legislation that would adopt a twenty-year
patent term measured from the date of filing of the patent application. The GAT T implementing legislative package weas
introduced in the Congress at the end of fiscal year 1994.

U.S-Japan Lettersof Agreement

The U.S.-Japan Letters of Agreement, signed by Commerce Secretary Ronald H. Brown and Japanese Ambassador
Takakazu Kurizamaon August 16,1994, requires the PTO to introduce legislation to expand the grounds for requesting
patent reexaminations, to permitincreased participation by third parties in reexaminations, and to provide for the
publication of patent applications. The Japanese Patent Office will eliminate
dependent patentcompulsory licenses. The Patent Application Publication Act
wasintroduced inthe Congress on September 30, 1994.

National Information Infrastructure(NII)

ThePTO sinvolved in the creation of a new erain information dissemination
through the Nlll—more commonly referred to as the information
superhighway. Assistant Secretary and Commissioner Bruce A. Lehman chairs
the Working Group on Intellectual Property Rights under the White House
Information Infrastructure Task Force. OnJuly 7, 1994, the Task Force
released apreliminary draft of the working group’s report entitled the
“Intellectual Property and the National Information Infrastructure.” Thefinal
reportisdue outin1995.

Asademonstration of theimportant ways in which the Administration’s NIl can
improve people’s lives, in 1994, the PTO worked to place the full text and images of
almost 1,500 AIDS-related patentson the Internet. By putting the AIDS-related patents
onthe Internet, we hope to assist the research community in combating the spread of the
deadly disease. The AIDS patent database isavailable on the Internet World Wide Web
and also through an electronic mail gateway. Internet userswith accesstoaWorld
Wide Web client should open the URL http://www.uspto.gov.
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Continuing Intellectual Property Protection Efforts

Oureffortsinclude: continuing the negotiation of the Trademark Law Treaty, a Protocol to the Berne Convention for the
Protection of Literary and Artistic Worksand anew instrument on the protection of the rights of performersand
producersof sound recordings; working with the National Economic Council tostrengthen the protection of intellectual
property in the United States; providing legal/technical advice on the intellectual property laws of other countries for
implementation of “Special 301" trade actions, for determinations regarding the Generalized System of Preferences, and for
negotiation of bilateral investmentand economic treaties, intellectual property agreementsand science and technology
agreements.

Patent Protectionand Dissemination Programs

The rapid advancementand innovation of technology today requiresa patent protection system that is swiftand adaptable
tothe needsof individual inventors, small businessesand multinational corporations. Theefficiency and effectiveness of the
patentsystem continuesto be improved asa result of our goal to reduce patent pendency and to modernize our operations.

Patent Applications

Infiscal year 1994, we received a record number of patent applications totaling 201,554. Of thisnumber, 186,123 were
utility, plantand reissue (UPR) patent applications, and 15,431 were design applications. The total number of applications
received in fiscal year 1994 represented an increase of 13,455 above the number of applications received in fiscal year 1993.

Patent Applications and Production (Examiner Disposals)
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Our ability to maintain quality examination and productivity resulted in the issuance of 113,268 patents in fiscal year 1994.
Thisnumber represents 102,130 UPR patentsand 11,138 design patents. The overall increase in patents issued in fiscal year
1994 over fiscal year 1993 was 5,936.
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Number of Patent Applications Issued in Fiscal Year 1994

Thousands

14,000

12,000

10,000

8,000 —

5,000~

4,000

2,000

0

Oct Now Dec Jan Feeh Mar Apr May Jun Jul g Sep

[ . UPR Paients Issued . Deesign Patents lssued
PatentPendency

Even with this influx of patentapplications, we were able to continue to reduce our overall pendency rate for UPR patent
applicationsfrom 19.5 monthsin fiscal year 1993to 19.0 monthsin fiscal year 1994. Additionally, the average design
pendency was reduced from 25.5 months in fiscal year 1993 to 21.2 months by the end of fiscal year 1994. Patent
pendency wasalso reduced in specific emerging technologiesand technology areas experiencing rapid growth. In particular,
pendency for the computer technology area was reduced from 28.5 monthsin fiscal year 1993 to 26.5 monthsin fiscal year
1994. Inthe biotechnology area, patent pendency was reduced from 22.2 months in fiscal year 1993 to 20.8 months by the
end of fiscal year 1994.

. UPR&D Monthly Totals

GPRA Performance Measures

The Government Performance and Results Act (GPRA) of 1993 (discussed in detail on page 17) requires federal agencies to
establish measures of performance which will provide ameans of gauging program performance and accountability. The
PTO, which volunteered to participate ina pilot project under Phase | of GPRA, established the following GPRA
performance measures for the patent programarea:

UPR Applications Design Applications
Performance Measures. Plan Actual Plan Actual
Patent Applications Filed 179,000 186,123 14500 15431
Patents Issued 102,000 102,130 11,000 11,138
Patent Pendency 196 190 220 212
Total Certified Copies of All Typesof Patents 108,978
OrdersforPatent Copy Sales 955,195

Supplier Project

Alimited pilot program was begun in fiscal year 1994 addressing the pre-office action interview by the examiner of the
applicantsand/or their attorney/agent. Thispilot programisintended to communicate and resolve issueswhich, if left
unresolved, may become part of an office action and delay allowance of the application by the examiner. Thefirst partof
the pilot program will continue into fiscal year 1995. The PTO hopes that this pilot programwill ultimately resultina
decrease in the number of office actions per application, and in swifter prosecution of the application. During fiscal year
1994, this pilot program was identified, along with other customer focus projects, for inclusion asa patent program
reengineering initiative.
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Patent Restoration

Under 35 United States Code, section 156, Extension of Patent
Terms, the terms of certain patents may be extended up to five
years. Through fiscal year 1994, the Office received 268 applications
for patent term extensions and issued 196 certificates of patent term
extension. Of the 196 certificates issued, 167 involved patents
covering human drug products, 19 involved patents for medical
devices, threeinvolved patents for food additives, and seven involved
patents coveringanimal drug products. Still pendingare 32 requests
for patent termextensions.

Reexamination

Duringfiscal year 1994, the PTO received 379 reexamination requests.
Ofthese 379 requests, 77 were known to bein litigation. A substantial
new question of patentability was found, and reexamination ordered,
in339 cases. The Office denied reexamination in 30 cases.
Reexamination wascompletedand certificatesissued in 309 cases. Of those completed, patentability of all patent claimswas
confirmed in83 cases. Claimswere modified or added and patentability was confirmed on someexisting, modified, or added
claimsin 207 cases. All claimswere canceled inl9cases.

TrademarkProtectionand Disemination Programs

Asthevalue of trademarks becomesincreasingly more important to industry, the PTO continues to receive greater influxes
of trademark applications.

Trademark Applications

Infiscal year 1994, we received 155,376 trademark applications—an 11 percent increase over the 1993 filing level of 139,735.
The number of trademark application filings continues to increase each year at rates higher than anticipated since the
enactment of Intent-to-Use legislation in 1989. This legislation relaxed the requirements for filing an application fromactual
use of the mark in commerce to include a bonafide intent to use the mark in commerce. Since fiscal year 1989, the
trademark application workload hasincreased approximately 87 percent, while fiscal year 1994 staffing levels for the
trademark process exceed those of fiscal year 1989 by only 51 percent.

Trademark Applications and Production (Examiner Disposals)
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TrademarksRegistered

The number of certificates of registration for trademark applications, including extra classes, issued during fiscal year 1994
was68,853. Infiscal year 1993, total registrations with extraclasses were 86,122.

TrademarkPendency

Fiscal year 1994 wasayear of major change in the Trademark Operation. The entire operation was reorganized to offer
trademark applicants one stop customer service. All operations, from receipt and processing of incoming mail to
preparation for publication for opposition and placement on the trademark register, are now assigned to the Assistant
Commissioner for Trademarks. The implementation of this reorganization and an unusually high number of new
applicationsfiled (155,376) has had the temporary effect of increasing pendency to 5.2 months from filing tofirst office
actionand 16.3monthsto registration. Once the efficiencies of the new organization and work processesare in place,
pendency isexpected to begin to move toward goal levels.

Trademark Pendency to Registrations, Abandonments and
Notices of Appeal — Fiscal Year 1994
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GPRA Performance Measures

The Government Performanceand Results Act (GPRA) of 1993 (discussed in detail on page 17) requires federal agencies to
establish measures of performance which will provide ameans of gauging program performance and accountability. The
PTO, which volunteered to participate ina pilot project under Phase | of GPR A actghlished the following GPRA
performance measuresfor the trademark programarea.

Performance Measures. Plan Actual
Trademark Applications Filed 148,000 155,376
Trademarks Registered (classes) 90,300 68,853
First Action Pendency 3.0months 5.2months
Registration/Abandonment Pendency 13.8months 16.3months
Total Certified Trademark Copied 35532

Ordersfor Trademark Copy Sales 25,641

Includes certified status copies processed by the trademark operation.
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QUALITYISCUSTOMERSATISFACTION

The productsand services we provide are only as good as the level of customer satisfaction they inspire. Onany given day,
thousands of individuals from around the world request our productsand services. Our goal isto ensure thateachand
every one of these customers receive 100 percent customer satisfaction 100 percent of the time.

Meeting Customer Needs

“Okay,” said the moderator, “let’s start by switching hats. Forget names, rank, and GS levels. Today, you'reanattorney
and you're talking about an application you have filed with the PTO. What do you need and expect from the PTO during
the prosecution of thatapplication?” “High quality in the post-registration process,” responded a trademark employee.
“Timeliness,” exclaimed one. “Astaff that is responsive to my questions, to the things that | need,” said another, while
heads nodded around the room.

On February 18, 1994 agroup of employees were asked to change roles for the morning and think of themselves not as
workers, but rather as customerswho expect quality service in every interaction they have with the PTO. Thiswasthe
firstinaseries of self-analysis workshops conducted by our Center for Quality Services. The purpose of these workshops
wasto give employeesafresh perspective on theagency’s primary goalsand responsibilities, while helping them togaina
better understanding of their customers’ needs.

Infiscal year 1994, the Center for Quality Services spearheaded various self-analysis workshops and nationwide customer
focus sessions to determine customer needs and the current level of satisfaction with the kind and quality of our services.
Asaresult of these feedback sessions, service standards were set throughout the PTO that clearly identify and define the
needs of our customers. Employees have initiated new, innovative ways to meet and anticipate the needs of our users,
while renewing the focus on complete customer satisfaction to both our internal customers—PTO employees—and our
external customers—the patent and trademark usersand stakeholders. By continually assessingand monitoring the needs
of our customers, we strive to be attuned and responsive to the demands and expectations of those who support our daily
operations.

ACTIONSFORIMPROVING CUSTOMERSERVICE

»  Trainouremployeesto better understand their rolesin providing you with quality products
andservices.

> Critically evaluate and change current patent and trademark processes to increase quality, integrity, customer
service, and cost savings.

> Research the best business practices used by successful federal and private organizationsand adapt them PTO
operations.

> Improve communicationswith you by using voice mail and facsimile machines. Inaddition, createacentral
office for responding to trademark customer questions.

ReorganizingthePTO

The old organizational structure was replaced with a process and customer based organization. A stronger emphasis is now
placed onresponsivenessto the Administration’s policy initiativesand on serving PTO’s customers. Reporting to the
Assistant Secretary of Commerce and Commissioner of Patentsand Trademarksare:

»  The Deputy Assistant Secretary of Commerce and Deputy Commissioner of Patentsand Trademarks, who has
responsibility for all policy, and legal, legislative and appellate activities.
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»  TheAssistant Commissioner for Patents, who hasdirect authority over all patent operationsin the office from
applicationfiling through patent grant, except for appellate activities of the Board of Appealsand Interferences.

»  The Assistant Commissioner for Trademarks, who hasdirect authority over all trademark operations of the
office from application filing through trademark registration, except for appellate activities of the Trademark
Trialand Appeal Board.

»  The Associate Commissioner and Chief Financial Officer, who has direct responsibility for the planning,
financial, budgetary, general administrative, human resources, quality customer enhancements, information
dissemination, and computer facility operationsactivities.

»  TheChief Information Officer, who has responsibility for monitoring the business process reengineering
initiativesand design and development of enhanced automated systermns.

In 1994 President Clinton appointed Michael K. Kirk as Deputy Assistant Secretary of Commerceand Deputy
Commissioner of Patentsand Trademarks; Lawrence J. Goffney, Jr., as Assistant Commissioner for Patents; and Philip G.
Hampton 1, as Assistant Commissioner for Trademarks. With these appointments, all statutory senior level positions of
the Patentand Trademark Office are in place.

Employing Better Proceses

Thegoal to“employ better processes” is directed towards changing the way we process our work in order to provide the
highest quality products and services inacosteffective manner. In meeting thisgoal, various Business Process
Reengineering (BPR) effortsare currently underway:

Trademark Process

Thetrademark operation is radically redesigning its practices by introducing electronic application processing into the
system. The newly proposed processwould center around electronic receipt, processing, storage, maintenance, and
management of trademark applicationsand other filings. Once implemented, thissystem will significantly improve
processing times in both the pre-examination and examination areas. Additionally, itwillimprove quality by automating
initial data capture, instituting standard formats for filing, and initiating work group review and discussion of difficult cases.

Trademark Trial and Appeal Board Support Processes

Asaresult of a1994 management control review conducted by the Trademark Trial and Appeal Board (TTAB), the TTAB
was identified asa prime candidate for business process reengineering. Throughout fiscal year 1994, ateam of employees
met toanalyze thework processes of the TTAB’sdocketing function. Asaresultof their efforts, new pilot work practices
were established.

Patent PreGrant Publication

Inresponse to the agreement with Japan to introduce legislation implementing 18-month publication of patent applications, an
engineeringeffortisin progresstodesignaprocesswhichwould enable the PTO toimplement 18-month publication by
January 1, 1996 (assumingenactment of the legislation which was introduced in September 1994).

PTOBudgetand Cost Management

Our Office of Business Process Reengineering (OBPR) is leading the reengineering of the PTO budget formulationand
cost management processes.
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Improving Information Technologies

Whether it is collected from customers, created by us, or
disseinated to our customers, information isone of PTO’smost
valuable resources. The “informationage,” with itsemphasison
automated technologies, is having aprofound effect on both our
operationsand our customers. To respond to thisdemand for
improved information technologies, we continue to upgrade our
information systems.

One of our mostimportant automation projects is the Automated Patent System (APS). Two major accomplishments for
APSinfiscal year 1994 included:

»  Creatingasecond complete database of all U.S. patents issued since 1790 on a rapid-access optical storage device.

»  Expanding the capability of the Patentand Trademark Copy Sales Systemn to fully automate the customer order
collationand delivery of patentand trademark copy orders.
Trademark Automation

Currently, two major automated systems support trademark processing—the Trademark Reportingand Monitoring
System (TRAM)and the Trademark Textand Image Retrieval System (X-Search). Infiscal year 1994, X-Searchwas
improved to respond to the needsand requests of trademark customersand system users. Accomplishmentsincluded:

»  Providing new capabilities for reviewing search results.

»  Developingand installinganew network based system, thusallowing trademark examining attorneysto
conduct preliminary searchesat their desktops.

»  Modifying X-Search toimprove system performance capabilities during peak workload periods.

»  Releasing X-Search version 1.1 Request For Proposals (RFP). Asaresult of thissolicitation, we intend to
upgrade the system to allow for more concurrent usersand faster text searching capabilities.

Enhancing Human Resources

Inorder to foster the development of an organization that is innovative, decentralized, flexible, and adaptable, we are taking
afresh look at our approach to human resource management. In 1994, through coordination with PTO’s Partnership
Council, Strategic Diversity Council, and employee unions,aHuman Resources Strategic Diversity Plan was designed.

The plan focuses on the following areas:
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Recruitment
Recognizing that our success depends upona high-performing, aswell as diverse work force, the PTO will use innovative
outreach techniquesand diverse sourcesto aggressively build a high quality work force.

CareerManagement

Weare committed to meeting the career management and development needs of our employeesaswell as the requirements
of the PTO foremployeeswho can achieve in a highly automated and highly technical environment. 1n1994, asapledge
to our commitment to prepare our work force for the challenges and changes ahead in the 21st Century work place, the
PTO University wasestablished. Under this program, employees have the opportunity to pursue certificates, bachelors
and eventually graduate level degrees. More than 380 employees began taking courses during the University’s first semester.

Qualityof Work Life

Westrive to provide asupportive and healthy work environment where the values of quality, teamwork, and personal and
family commitments can be fostered and balanced. Toaddress operational issues, work life programsand labor-
management relations, the PTO Partnership Council was created. The Council—representing managementand union
representatives—focuses on developing balanced and supportive work place policiesand practices.

Communication
Open linesof communicationamongall levels of employees are critical to achieving our mission. To maintain effective

communication channels, we will apply technological advances in communications including electronic mail and bulletin
boards, aswell as make use of traditional approaches such asemployee newsletters.

Community Service

Thesuccess of an organization is not only defined by itsaccomplishments in the businessworld, but also by itsdevotion to
improvingand positively influencing the community, inwhich it resides. Inshowing our commitment to both our local
and national community the PTO provides various educational and community outreach programs:

Project XL—PTO’s nationwide educational outreach program—proves that there isan inventor ineveryone. Toinspirethe
creativity and ingenuity of our nation’syouth and to assist educators in incorporating creative and inventive thinking into
their curricula, Project XL holds various exhibits and workshops nationwide. In 1994, the Project XL staff participated in
annual conferences held by the National Association for Bilingual Education, the National School Boards Association,
New Jersey’s Student Inventions Through Education Program, and the Technology Education Program of Montgomery
County, Maryland. Locally, PTO employees volunteered their time to tutor, mentor, and present special programs
throughout schoolsin the Washington, D.C. area.

Project XL’s collaborative projects with the National Inventive
Thinking Association, the Cities/Communities In Schools
Organization, and the National Institutes of Health Education Office,
brought new curriculum material to educators nationwide, helped
expand the drop-out prevention efforts for Native American studentsin
South Dakota, and enhanced Maryland’s technology education
program. During the year, more than 4,000 educators requested and
received Project XL curriculum materials.
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Clarendon House—The PTO initiated a pilotemployment program with Clarendon House, acommunity based self-help
mental health center in Arlington, Virginia. The PTO became the first federal agency to join the growing list of Clarendon
House programsupporters.

Cultural Observances—Inaddition to sponsoring several cultural observancesthroughout the year, the PTO was one of a
group of nineteen publicand private organizations which participated in Diversity Day 1994. Thoughamix oftraining
workshops, video presentations, display boothsand cultural presentations, Diversity Day symbolizesPTO’scommitment
to valuing diversity, developing cultural awareness in the work place, and fostering efforts to recruitand retain adiverse
work force.

WorkForce Management

Because customer satisfaction is our highest priority, compensation and benefitsare our biggest investment. We view our
employeesasavaluable resource to be invested and optimized, not asa cost to be cut or minimized.

Recognizing the government-wide initiative to reduce federal employmentwherever feasible, we rely upon contractor
supporttosupplement thework of our employees. However, the PTO has certain functions—specifically patentand
trademark examination—which cannot be contracted out. Lookingahead to 1995, patentworkload isexpected togrow
by 4 percentand trademark workload by 6 percent, yet our overall work force is only expected to grow by lessthan 2
percent. Tomeet the growing product and service demands, the PTO must maintain an adequate staff of skilled patent
examiners, trademark attorneys, and technical support personnel.
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