UNITED STATES
PATENT AND
* % %% TRADEMARK OFFICE

Performance and Accountability Report Fiscal Year 2001

e-GOVERNMENT-TECANOLOGY ROVANCING TECHNOLOGY



James E. Rogan
Under Secretary of Commerce for Intellectual Property and
Director of the United States Patent and Trademark Office

he importance of intellectual property (IP) in today's
global economy cannot be overstated. Perhaps
more than ever before, the work of the United States

Patent and Trademark Office (USPTO) is central to the

economic well-being of our Nation — and the world. Itis a

great privilege and honor to serve as the Director of the USPTO, and | look forward to the

many opportunities and challenges that lie ahead.

| was confirmed by the Senate for this position during the preparation of the fiscal year 2001
Performance and Accountability Report, and | believe this report demonstrates that the
USPTO has accomplished much of which to be proud. | particularly want to commend
Commissioner Nicholas Godici for all the fine work he has done as Acting Director during the
past year. Nick has done an outstanding job of leading the agency during a period of
considerable transition and challenge, and | know | speak for the entire [P community in saying

that we all are grateful for his tremendous service.

The theme of this year's report is "e-Government — Technology Advancing Technology." This
is a fitting choice because the USPTO is a leader in providing high-quality, on-line
governmental services to its customers. The report that follows provides a detailed accounting
of these efforts and our other activities in the intellectual property arena. | hope you find it
informative, and | look forward to reporting to you next year on our successes in further

improving the quality and timeliness of our products and services.
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MESSAGE FROM THE COMMISSIONER FOR
PATENTS AND FORMER ACTING DIRECTOR

he United States Patent and Trademark Office (USPTO) has successfully
met unprecedented challenges in recent years, including soaring workloads

and increasingly complex technology. New legislative mandates continue
to be implemented effectively. | am pleased to report that, for FY 2001, most of the
agency's performance is on target and our financial condition is healthy.

Today's knowledge-based economy is the product of revolutionary advances in
computing, telecommunications, and biotechnology. Sophisticated information and
communication systems have eliminated geography as an impediment to commerce. Protecting the intellectual property (IP) that
is driving today’s global economy has never been more important. It is essential that the USPTQ strive to reinforce its position as
the leading IP organization in the world by providing the highest quality patents and trademark registrations in a timely manner,
as well as expanding access to patent and trademark information. To do this, the USPTO has refocused its attention on achieving
two core business goals: 1) to enhance the quality of USPTO products and services, and 2) to minimize patent and trademark
processing times.

The theme of the USPTO's FY 2001 Performance and Accountability Report is "e-Government — Technology Advancing Technology."
During FY 2001, the USPTO became the first IP office in the world to offer electronic filing for patents and trademarks over the
Internet, much more needs to be accomplished to move the USPTO from a paper to an electronic environment. By aggressively
moving toward complete electronic processing, greater levels of quality and customer service will be achieved. Electronic
processing of patent and trademark applications will improve efficiency and effectiveness, while providing substantial savings in
space, equipment, and file maintenance costs.

Today, the patent Electronic Filing System (EFS) offers convenient Internet filing 24 hours a day, seven days a week. The USPTO
maintains an electronic business center on its Web site in support of on-line filing and access to patent information. The
business center provides customers with the tools needed to write and file applications. EFS software assembles all application
components, calculates fees, validates application content, and compresses, encrypts and transmits the filing to the USPTO. The
state-of-the-art software used in the EFS ensures patent filings are securely transmitted to the USPTO using the latest public key
infrastructure technology. EFS software also feeds application information to other USPTO production and financial systems, thus
improving overall data quality. We are working toward implementing Tools for Electronic Application Management (TEAM), our
new electronic file wrapper system. TEAM will bring to fruition an e-Government environment where our customers can do all
their USPTO business electronically.

In FY 2001 the USPTO received its 100,000th electronic trademark application via the multi-award winning Trademark Electronic
Application System (TEAS). The trademark electronic business center on the USPTO Web site contains everything customers need
to complete the entire registration process. They can search the database for conflicting marks using the Trademark Electronic



:!

L
L
29
]
]

Perfformance Bafa®A@c&umta¥ili

Search System (TESS), apply for or renew a trademark registration using TEAS, and access trademark application and
registration status, ownership, and prosecution history using the Trademark Application Registration Retrieval (TARR) system.
Electronic applications are routed directly to an e-Government focused law office for all initial processing, examination,
intent-to-use processing, and publication processing. Customers can review the weekly Official Gazette (TMOG) for marks
published for opposition, including newly issued and reviewed certificates of registration, at the USPTO Web site. In the future
we intend to use e-mail for all correspondence with applicants and registrants.

In addition to our advances in e-Government, the
USPTO has successfully implemented the provisions
of the American Inventors Protection Act of 1999
(AIPA). In March of 2001, the USPTO, for the first
time in its 210-year history, began publishing patent
applications in accordance with the provisions of the
AIPA.  Published applications are available in text
searchable electronic form on our Web site, free of
charge to the public. Other provisions of the AIPA,
including patent term adjustment and inter partes
reexamination, also have been implemented
successfully.

Internationally, the USPTO has played a leadership  |t's easy. Kathryn Park, Chief Trademark Counsel for GE, files an
role in strengthening IP rights worldwide and helping  on-line application as Craig Morris, TEAS Project Manager watches.

American inventors secure IP rights abroad. Working

with the World Intellectual Property Organization
(WIPQ), the United States has led efforts in the areas of substantive patent law harmonization, Patent Cooperation Treaty reform,
geographical indications, domain names, and intellectual property enforcement.

The USPTO goals of quality, timeliness, and the movement into a fully electronic environment obviously can be accomplished
only through the efforts of our employees. In FY 2001 the USPTO has taken innovative steps to recruit and retain a highly skilled
waorkforce, provide workplace flexibilities, such as our work-at-home program for hundreds of our employees, and provide
performance incentives linked to our goals. The terrible events of September 11th have created unexpected challenges for our
employees with disruption of both their personal and professional lives. However, our employees have, and will continue to,
overcome these challenges and move the USPTO into the future.

Heihslty P s

Nicholas P. Godici
Acting Under Secretary of Commerce for Intellectual Property and

Acting Director United States Patent and Trademark Office @



MESSAGE FROM THE CHIEF FINANCIAL OFFICER

s another challenging year comes to a close, | reflect on the Chief Financial
Officer/Chief Administrative Officer (CFO/CAQ) organization’s ambition to adopt
and implement commercial-like best practices. In this regard, | am proud to say

that for a ninth consecutive year we received an unqualified opinion on our annual financial
statements and for a fifth consecutive year the auditors noted no material weaknesses in our
internal control structure.

We also channeled our efforts on customer responsiveness, e-Government, cost
competitiveness, and sound management. The American Inventors Protection Act of 1999
provided impetus for electronic filing, maintenance, and publication of documents, clearing the way for major strides in improving
customer satisfaction. To support our business units’ goals, the CFO/CAO organization has worked diligently to enhance its financial
management systems and integrate them with program systems to support the electronic filing of patents and trademarks. To improve
responsiveness to our customers, we expanded our ability to process electronic payments, including credit cards and electronic fund
transfers. These initiatives are integral to our business units” ability to continue meeting mission and customer service goals and objectives.

Our focus this year also has been on the President’s Management and Performance Agenda. The USPTO's strategic business goals directly
support the President’s agenda. e-Government is one of five key elements of the President’s plan. Our customers expect the same quality
of electronic service from us that they now receive from successful private sector companies. To ensure security, we provide complete
safety and privacy of payment information. Our vendors and prospective suppliers also benefit from electronic procurement processes.
Progress was made on our e-Procurement pilot program, which, when fully implemented, will facilitate electronic processing for all phases
of procurement. e-Government is not only about collecting fees and conducting contract solicitations over the Web; it is also about doing
business in a whole new way. Our primary e-Government role is to support our business units as they transform their operations to a fully
electronic environment. As we gradually automate all our operations, the CFO/CAQ organization, along with the Office of the Chief
Information Officer (CIO), will continue to provide full support by evaluating information technology needs, conducting cost benefit
analyses, and providing management information and advice.

Another element of the President’s agenda is to increase cost competitiveness and make the federal sector more market-based. The
Federal Activities Inventory Reform Act requires agencies to maximize prudent resource management. The USPTO has strongly supported
the use of private enterprise in our business activities. The USPTO currently has over 2,800 contract personnel performing a wide variety
of clerical, technical and administrative duties. Over the last five years, our use of service contracts has increased significantly as we
find ways to address more efficiently and effectively an increasing workload of patent and trademark filings. As more activities are
considered for outsourcing, the CFO/CAQ organization will continue to provide support in the form of cost analysis and evaluation,
financial forecasts and projections, administration, and compliance reporting.
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The use of performance-based contracts also is an element of the President’s agenda. We introduced performance-based concepts into
our procurement solicitations, which holds our contracting community to high standards of performance, cost control, and savings. We
will continue to include performance-based standards in new solicitations and in existing contracts as they are modified, extended, and
recompeted.

To ensure continued sound management practices, the CFO/CAQ organization undertook a number of initiatives this past year. We
facilitated strategic planning efforts to drive budget development and assisted, along with the CIO organization, in technology needs
assessments. \We provided activity-based cost and management reports to our business units and conducted a variety of audits, cost-benefit
analyses, return on investment studies, and business cases to ensure careful use of resources and more informed decision-making. We
continued to refine our balanced scorecard to better plan, manage, and assess performance. A critical component allowing us to perform
these tasks is the quality of our accounting system. We accelerated our transition to a \Web-based, client-server core accounting software,
with a wide variety of integrated program and administrative applications to support an electronic work environment.

We believe our employees ultimately determine our success. To enhance our employees’ well-being, we emphasize empowerment
combined with clear expectations. Our goal of increasing employee satisfaction complements our larger goals of improving business
performance and customer satisfaction. Our focus on employee retention, skills improvement, and career development opportunities will
continue. The planned move to our state-of-the-art complex in Alexandria, Virginia, supports our mission and will help attract and retain
the very best people. The move is progressing well and has been firmly supported by the General Accounting Office, which stated that
the consolidated facilities will save money and provide for greatly improved security.

Integrating advanced technology with a highly skilled dedicated workforce makes for exciting times. And the USPTO, in particular, is an
exciting business. We will continue to assist the USPTO in accomplishing its work by using sound financial information to drive financial
requirements and to make strategic and day-to-day business decisions.

Clarence C. Crawford

Chief Financial Officer and Chief Administrative Officer
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Patent Application Publication No. US

2001/0048354 for a "pressure sensitive

trip mechanism for a rotary breaker," filed

electronically by Canton Colburn, LLP,

for Gary Douville and Palani Doma of

Connecticut, and published after 18 months.




Management Discussion
and Analysis
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MISSION AND ORGANIZATION OF THE
UNITED STATES PATENT AND TRADEMARK OFFICE

Vision

The USPTO leads the world in providing customer-valued intellectual property (IP) rights that spark innovation,
create consumer confidence, and promote creativity.

Mission Statement

The USPTO mission is to promote industrial and technological progress in the United States and strengthen the economy by:

@ Administering the laws relating to patents and trademarks while ensuring the creation of valid, prompt, and proper IP
rights; and

@ Advising the administration on all domestic and global aspects of IP.

The American IP system has played a significant role in the history of our nation’s economy. Patents and trademarks have
long protected American creativity and ingenuity—the first patent was issued in 1790 for a method of making potash fertilizer,
and the oldest active trademark registered is SAMSON with design for "cords, lines, and ropes," and first was registered in
1884. The strength and vitality of our technology-driven economy depends directly on the effectiveness of the mechanisms
that protect new ideas and investments in innovation and creativity. The continued demand for patents and trademark
registrations underscores the ingenuity of U.S. inventors and entrepreneurs. The USPTO is at the cutting edge of our nation’s
technological progress and achievement.

The primary services provided by the USPTO to protect IP are administering the laws relating to patent and trademark
application processing and disseminating patent and trademark information. Through the issuance of patents, we encourage
technological advancement by providing incentives to invent, invest in, and disclose new technology worldwide. Through
the registration of trademarks, we assist businesses in protecting their investments, promoting quality goods and services,
and safeguarding consumers against confusion and deception in the marketplace. By disseminating both patent and
trademark information, we promote an understanding of IP protection and facilitate the development and sharing of new
technologies worldwide.

Organizational Structure, Workforce, and Location

The USPTO is an agency of the U.S. Department of Commerce. The powers and duties of the USPTO are vested in the Under
Secretary of Commerce for Intellectual Property and Director of the USPTO who consults with a Patent Public Advisory
Committee (PPAC) and a Trademark Public Advisory Committee (TPAC). The USPTO has two major business lines — patents and
trademarks — as shown in the following organization chart. The USPTO workforce is comprised of 6,426 federal employees,
which includes 3,061 patent examiners and 389 trademark examining attorneys. In addition, we have over 2,800 contract
employees.
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UNITED STATES PATENT AND TRADEMARK OFFICE

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

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

Office of Public
Affairs

Commissioner
for Patents

Deputy Commissioner
for Patent Operations

Patent Technology
Centers

for Patent

Deputy Commissioner

Examination Policy

Deputy Commissioner
for Patent Resources
and Planning

Commissioner for
Trademarks

Deputy Commissioner
for Trademark
Examination Policy

Deputy Commissioner for
Trademark Operations

Trademark
Law Offices

Chief Information
Officer

Chief Financial
Officer and Chief
Administrative Officer

Administrator for
External Affairs

Administrator for
Quality Management
and Training

General Counsel
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The USPTO is located in Arlington, Virginia. We occupy office space in 18 buildings in the Crystal City neighborhood.
In addition, we have a storage facility in Springfield and one in Alexandria, Virginia, and we lease storage space in

Boyers, Pennsylvania.

World Wide Web address
http://www.uspto.gov

Web address for the USPTO Performance and Accountability Report
http://www.uspto.gov/web/offices/com/annual

.J
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MANAGEMENT CHALLENGES

The USPTO is responsible for supporting the national economy through IP protection. The domestic and global economies
are driven in part by new technologies supported by incentives provided by IP laws. The USPTO is one of the principle IP
offices in the world, and all the major offices, particularly the USPTO, the Japan Patent Office (JPO), and the European Patent
Office (EPQ), have experienced rapid increases in the number of patent applications filed and the resulting increase in workload.

Volatility and Economic Uncertainty in the Demand for Products and Services

Over the past decade, the USPTO has faced increasing
workload demands, particularly in the filing of patent and
trademark applications. However, the volatility of these
application filings has been evident particularly in the last
year. During the 1990s, patent application filings grew at
an average annual rate of 8 percent per year. In fiscal
years (FY) 2000 and 2001, the growth rate increased to
12 percent per year, where it is projected to stay through
FY 2002 and then level off at 10 percent annual growth
through FY 2007. Taken as a whole, these double-digit
workload increases are formidable. However, the growth
has been particularly explosive in the electrical
technologies, which experienced a 19 percent growth
over the past two years.

Patent Management Team: o ) )
Stephen G. Kunin; Nicholas P. Godici, Commissioner for Patents; The annual growth rate of applications for registration of

a trademark during the 1990s averaged 14 percent. In
FY 1999 and FY 2000, fueled by the increase in business
related to the Internet, which paralleled the growth of the economy, trademark application filings grew by 27 percent each
year. Although application filings decreased in FY 2001 by 21 percent, consistent with a declining economy, the number of
applications filed was the second highest level ever recorded. For FY 2002, the USPTO projects no additional growth in
filings due to the current economic slowdown. Thereafter, based on projections and statements from the administration, the
economy is expected to improve and for trademark applications to return to a growth position.

Esther M. Kepplinger; and Edward "Kaz" Kazenske

Increasing Workload of Complex Technologies

In recent years the greatest growth in filings is in the more complex
areas of electrical/computer engineering and biotechnology/
bioinformatics technologies. To better manage this changing
workload, the USPTO is focusing more heavily on automated

Trademark Management Team: Lynne Beresford; Robert Anderson;
and Anne Chasser, Commissioner for Trademarks




search tools and other labor-saving techniques, as well as reviewing its fee structure for fee changes that may result in
improvements to facilitate internal application processing efficiencies.

Recent Legislative Mandates

The American Inventors Protection Act of 1999 (AIPA) made significant changes to the structure and management of the
USPTO and the patent system. Transition to the new structure and management practices took place in the early part of
FY 2000 and continued into FY 2001. The new structure positions the USPTO to function with a more business-like approach.

Changes to the patent system have included patent term adjustments for failure to process patent applications within
specific timeframes, pre-grant publication of most patent applications 18 months after filing, and expanded the reexamination
process. Implementation of these provisions is still under way. Some of these new mandates created significant financial
requirements for the USPTO. Until sufficient historical patterns can be observed, detailed implications for forecasting
workload, fee collections, and impact on operations remain unclear.

Space Consolidation

The usPTO plans to consolidate its current operations in Alexandria, Virginia, about three miles from our current site. This
space consolidation is a critical step in making the USPTO the best IP office in the world. On June 1, 2000, the General
Services Administration (GSA), as agent for the USPTO, executed a 20-year lease for a two-million-square-foot facility to
consolidate the USPTQ’s operations now dispersed among 18 separate Crystal City buildings within a one-mile area, covered
by 33 separate GSA leases. Relocation to Alexandria will be phased to coincide with delivery of five interconnected
buildings. Occupancy is expected to begin in late FY 2003 and be completed by mid-FY 2005.

Consolidation is critical to the agency's transition to e-Government. The
USPTO now has the opportunity to tailor the design of a comprehensive
state-of-the-art communication backbone for the facility and to
provide for current communication technology such as
video-conferencing. Additionally, in conjunction with the
move and as part of the transformation to a fully
electronic workplace, the agency plans to eliminate
paper files in both employee and public search areas
to the maximum extent possible.

The USPTO will face numerous logistical and
operational challenges in executing this consolidating
move. Dual operations, including dual computer
facilities, will be required during the phasing of the
relocation because the space will be delivered over
a protracted period. Supporting employees and

CFO/CAO Management Team: Clarence C. Crawford;
Sandra Weisman and Kimberly Walton
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customers at geographically separate locations will require careful planning. However, the long-term benefit will be
a world-class facility with operational efficiencies and improved allocation of workspace to accommodate the USPTQ’s
growing and changing workplace.

e-GOVERNMENT - TECHNOLOGY ADVANCING TECHNOLOGY

The theme of the USPTO's FY 2001 Accountability Report is "e-Government — Technology Advancing Technology."
Therefore, discussion of major information technology (IT) advances made this year in the patent and trademark businesses
is appropriate.

The USPTO has undertaken major projects to come to grips with the challenges of an IT-driven economy. In doing so, it has
emerged as a leader in e-Government initiatives. The USPTO has applied technology that has facilitated examiners” searches
of prior art relevant to patentability and of potentially conflicting marks relevant to the registrability of trademarks. Enhanced
technology also has allowed filing of both patent and trademark applications over the Internet, thereby increasing the
efficiency of interactions between the public and the USPTO.

PATENTS

The patent business has moved aggressively to conduct business in an e-Government environment. In October 2000, the
Electronic Filing System (EFS) was released to full production on schedule. EFS provides for the electronic filing of new utility
and pre-grant publication applications. By the end of FY 2001, there were

more than 2,000 applications filed electronically. In addition, the

patent business continued to expand its EFS outreach and

marketing effort. This past year, they visited 16 cities for
two-day outreach workshops covering AIPA, the
Electronic Business Center (EBC), and EFS. These
workshops had a 98 percent satisfaction rating by

the 3,200 attendees and 88 percent of EFS filings
(November 2000 - July 2001) were from
outreach states (26 on-demand workshops,
conducted by the USPTO and sponsored by

law firms and associations, along with
customized workshops and 10 EFS hands-on

training classes). The EBC, which operates

ClO Management Team: Wesley H. Gewehr;
Doug Bourgeois, Chief Information Officer;
and Ron Hack




PRINGLES and design
owned by Procter &
Gamble Company
Application Serial No.
78033141 for snack foods,
namely, potato chips and
potato crisps

GE script & design owned

by General Electric Company
Application Serial No.
78067128 for use with
various plastic products

Mattel, Inc. was the top

electronic filer for fiscal
year 2001, filing a total
of 837 electronic
trademark applications.
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24 hours a day, seven days a week (24/7), also was established to issue customer numbers and digital certificates.
The EBC has provided assistance to over 4,200 callers.

Another major focus of patent business e-Government activities was to reduce internal USPTO administrative costs and
enhance quality. Toward this end, a development effort for an electronic patent application processing and workflow
system was initiated. Tools for Electronic Application Management (TEAM) is the centerpiece of the electronic
workplace environment for the paperless processing of electronically submitted patent applications and follow-on papers
throughout their entire life cycle from authoring by patent business customers to patent grant and publication and
electronic records archival. TEAM will enable customers and internal users to electronically access official and work-
in-process application content and track application status before and after publication. TEAM also will enable the
USPTO to conduct business electronically with customers and business partners in a secure manner, and will reflect the
entire official prosecution history. The goal is to put TEAM into production in FY 2004.

Patent business operations continued to enhance the following IT systems.

Patent Application Information Retrieval (PAIR) System. The PAIR system provides patent applicants with the ability to
review the status of their pending patent applications online, via the Internet, 24/7. PAIR provides real time workflow
tracking information, records communications sent from the USPTO to applicants, and logs receipt of hard copy
documentation from applicants.

Electronic Filing System. EFS provides the secure electronic filing of patent applications via the Internet from anywhere
in the world, 24/7. Using Public Key Infrastructure (PKI) technology, the confidentiality of sensitive application data is
maintained. EFS is a key first step in building an e-Government environment for the USPTQ's customers.

Patent Image Capture System (PICS). PICS scans all incoming patent applications, providing retrievable image records.
These application image records are used to respond to customer requests for quality certified copies of patent
applications as filed. PICS images also are used by patent examiners for security screening of application content,
eliminating the need for transporting the paper patent application file wrappers.

Examiners Automated Search System (EAST) and Web-based Examiner Search System (WEST). These two key
automated search systems provide every patent examiner with desktop access to all U.S. patents, EPO and JPO
documents back to 1920, as well as additional patent databases. EAST and WEST will permit the USPTO to move toward
essentially "paperless” searching.

Office Action Correspondence Subsystem (0OACS). The OACS enables communications from patent examiners to be
created and stored electronically. OACS provides examiners with up-to-date form paragraphs and official forms, and
general automated assistance in creating official correspondence with patent applicants.

TRADEMARKS

The trademark business continued its transformation to a totally e-Government operation by expanding and improving
upon the availability of trademark information accessed through the Internet. The trademark business exploited the
concept of e-Government for use as a tool to more effectively serve an increasingly larger, global client-base, and to
extend 24 hour-a-day access to trademark information for external customers, regardless of their location. Electronic
filing and information systems serve customers in two very important ways: (1) reducing the time to provide access to
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General Electric received a plaque at a ceremony
commemorating the 100,000 electronic trademark
filing. From left to right Acting Under Secretary
Nicholas Godici; Kathyrn B. Park, Chief Trademark
Counsel for GE; Ron Myrick, Chief Intellectual
Property Counsel for GE; and Anne Chasser,
Commissioner for Trademarks.

current information, and (2) improving the quality of

the initial application and therefore the quality of the
data that is captured and shared in the publication
and registration of trademarks.

The trademark business continued to promote the
benefits of e-Government by striving to create a single
approach for serving all customers, relying on effective use
of IT and the resources available at the USPTO Web site. Short-
and long-term operational and process changes are designed to

support electronic filing and increase electronic communication with

USPTO customers. The goal is to perform nearly all communications with

trademark customers electronically by FY 2004. A major effort to help the trademark

business achieve this goal is the Trademark Electronic Application System (TEAS). TEAS received more than
20,600 application filings in its first year of operation. In the second year of operation (FY 2000), application
filings through TEAS more than doubled to over 44,100 filings. In FY 2001, the trademark business received
nearly 58,000 applications electronically, including more than 61,000 classes for the registration of a trademark.
To foster continuous improvement of this important e-Government initiative, additional trademark forms were
added and promotional events were held to encourage use.

The number of electronically filed applications submitted through TEAS accounted for 24 percent of all new
applications filed, short of the goal to achieve 30 percent of filings electronically in FY 2001. While pro se
applicants and corporations were initially the primary users of TEAS, by the end of the fiscal year,
applications submitted by attorneys had risen to nearly 50 percent. As a result of increased filings, a third
law office within the USPTO was dedicated solely to the processing of applications received electronically.
The USPTO is committed to enhancing TEAS, as well as encouraging greater acceptance and use for the
benefit of all those who use trademark information.

Electronic access to trademark information is the basis for the trademark business transformation to an
e-Government operation. The trademark business has made significant progress in the use of electronic
solutions to deliver greater efficiencies and convenience to customers and to provide employees with the
tools and technologies they need to perform their jobs.

All of the trademarks depicted in this year’s Annual Report were filed using TEAS, the Trademark Electronic
Application System. The marks represent submissions from seven of the top 10 electronic filers for FY 2001.

LIFE SAVERS GUMMIES owned by
Nabisco Brands Company now

owned by Kraft Foods Holdings, Inc.
Application Serial No. 78035064
for candy

PAMPERS PULL UPS & design owned
by Procter & Gamble Company
Application Serial No. 78024495

for disposable diapers



MISCELLANEOUS LEAF DESIGN

owned by Novartis AG CORPORATION

Application Serial No. 78074268 for pharmaceutical
products, namely, dermatological preparations

GM & design owned by General Motors Corporation
Application Serial No. 78063881 for clothing,

namely, aprons, caps, coats, dress shirts, gloves,
golf shirts, hats, headbands, jackets, moccasins,
neckties, overalls, pants, polo shirts, rainwear,
robes, scarves, shoes, shorts, sleep wear,

slippers, socks, sun-visors, sweat pants,

sweat shirts, sweaters, t-shirts and vests

MILK-BONE

MILK-BONE owned by Nabisco Brands Company
Application Serial No. 78072491, Registration No.
2534344 for pet toys

Trademar-rk of fi

Trademark business operations continued to enhance the following IT systems.

Trademark Electronic Business Center. This free "storefront" service utilizes an Internet browser to
search and retrieve information necessary to prepare and file nearly all required trademark
application forms, and access status information related to their applications online. They also can
search the text and images of more than three million trademark records. Customers can pay for
products and services, and order and receive trademark products electronically via the Internet.

Trademark Electronic Application System. The TEAS system allows anyone to file online
applications for the registration of a trademark, extensions and statements of use for intent-to-use
filings and file for renewal of their trademark. In the past year, the trademark business has enhanced
the number and type of forms available as well as the amount and type of information that is
available electronically.

Trademark Electronic Search System (TESS). TESS system allows anyone to search the records of
more than three million pending, registered, abandoned, cancelled or expired trademarks. TESS
makes available to the public the entire database and search system used by USPTO trademark
examining attorneys for making decisions regarding the registrability of a mark. In FY 2001, the
number of search transactions initiated by public users averaged 1.1 million per month, an increase
of 150 percent over FY 2000.

Trademark Application Registration Retrieval (TARR). TARR allows anyone to search the status of
pending and registered trademarks available.

Online Trademark Official Gazette (TMOG). In the past year, a major publication was made
available in a searchable "online" Portable Document Format (PDF) directly from the USPTO Web
site. The TMOG, which includes marks that are published for opposition, registered and renewed, is
posted weekly along with the four prior issues, for a rotating total of five issues. Internet

access to weekly trademark information expands the offerings available that

provide customers with searchable access to the entire database of
pending and registered trademarks through TESS, and access
to application and registration status through TARR.

Dr. Samuel W. Bodman, Deputy Secretary of
Commerce, learns more about the trademark
electronic filing system during a visit to the
USPTO in August last year.




RESCUE HEROES owned by Mattel, Inc. VIACOM owned by Viacom International, Inc.
Application Serial No. 78032442 for inflatable children's Application Serial No. 78050028 for dissemination
play sets and children's play spaces in the shape of of out of home advertising for others on billboards,
vehicles, castles, farms, houses, animals and the like busses, railways and street furniture

PERFORMANCE GOALS AND RESULTS

Over the past decade, the USPTO faced unprecedented challenges including soaring workloads, resource limitations,
increasingly complex technology, and growing demands from customers. Now more than ever, it is critical that the USPTO
reinforce its position as the leading IP organization in the world by providing the highest quality patents and trademarks in
a timely manner. To do this, the USPTO has refocused its attention on achieving two core goals: (1) enhance the quality of
USPTO products and services, and (2) minimize patent and trademark application processing time.

Both the patent business and the trademark business adopted these two goals to guide their operations. In sharing these
goals, both patents and trademarks require a fundamental pre-requisite for successfully meeting quality and timeliness goals
and targets to transition to e-Government.

As demonstrated in the following two sections, both the patent and trademark businesses have prepared a strategic plan
reflecting their unique environment, size, complexity, and customer base. The patent business plans to put its electronic
patent application processing and workflow system into operation in FY 2004. The trademark business plans to complete its
transition from paper-based processing to complete electronic processing by FY 2004. Discussion of performance evaluation
processes and initiatives, and an overview of IP policy and leadership, follow these two sections.

PATENTS

FY 2001 was another successful year for the patent business. The first full year under AIPA has seen significant progress
in implementing the major pieces of this legislation. In May 2001, the patent business published the first U.S. patent
applications under the new statute, commonly called pre-grant publications. By the end of FY 2001, a total of 25,376 patent
applications had been published. The publication of these application documents is an historic event for the United States
patent system. This information will expand the public knowledge of the latest technology. Additionally, the patent business
has started measuring patent term adjustments for patents granted that exceed the specific timeframes defined in the AIPA.
Further, it received the first request under the new inter partes reexamination rules. The business line also achieved or made
significant progress toward achieving the performance goals and initiatives identified in the beginning of the fiscal year.
It made notable gains in quality and timeliness, as well as employee and customer satisfaction. The patent business also is
making tremendous strides and continues to build on its successes in e-Government.



The patent business continues to receive a record number of applications. It received 326,081 utility, plant and reissue (UPR)
applications in FY 2001. Increases in the number of applications in communications, information processing, and biotechnology
led to the 11.2 percent growth over last year. The patent business also issued a record 170,643 UPR patents, a three percent
increase over FY 2000. For FY 2002, UPR applications are expected to increase another 12 percent, with the high technology
areas leading this growth once again.

Filings under the Patent Cooperation Treaty (PCT) continued to increase, as shown in the table below. PCT usage reflects the
transition to a global economy because it implements the concept of a single international patent application which has legal
effect in the member countries.

An important step toward operating in an PATENT COOPERATION TREATY
electronic environment occurred when the Office
of Personnel Management approved the pay raise
portion of the "Agreement on Initiatives for a New
Millennium" on May 31, 2001. This historic $30,000
agreement is the result of a cooperative effort by
the Patent Office Professional Association (POPA)
and USPTO management, and represents
a milestone in the progress and commitment
toward improving the agency for both customers $0 A
and employees. The "Millennium" agreement Int'T Apps. Demand for Int'l ~ U.S. Nat'l Stage
N Pre-Exam Apps.
addresses a number of long-standing issues and
will help the organization reach its goals. The 2000 2001
agreement includes a special pay rate to address
recruitment and retention issues for patent
examining professionals, moving to an electronic search environment by the phased elimination of paper search files,
improving automation tools, establishing a patent examiner work-at-home pilot, and adding a customer service element to
employee performance plans. Taken as a whole, these initiatives will have a positive impact on quality, customer service, and
timeliness, and provide the patent business with the flexibility necessary to recruit highly-skilled professionals and retain
experienced employees who will help the agency move toward electronic-based processing.

$45,000 7

$15.000 1
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f_ Y - ] In July last year, the USPTO signed
E ey L y | ! >, an agreement with the Patent Office
4 ..s" Y 1 Professional Association (POPA) that
reated a patent work-at-home pilot
rogram. Left to right are: Esther
epplinger, Deputy Commissioner
or Patent Operations; Stewart Levy
standing) Director Technology Center
2800; and Ron Stern, President of POPA.
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Goal: Enhance the quality of our products and services

Customers are concerned with the quality of the products and services they receive in exchange for the fees they pay.
The patent business has made great strides in meeting expectations for high quality products and services.

Results: Quality of Patents

Measure: Improve quality of patents by 55 percent through reducing the error rate from 6.6 percent to
3 percent by FY 2006.

Discussion: Target met. FY 2001 reflects actual error
rate from September 2000 through August 2001. FY 2002
and beyond will be reported on a September to August
basis. We will continue to concentrate our efforts on

15%-

| training, providing search tool enhancements, and
10%A process improvements.

- An error is defined as at least one claim within the

5% randomly selected allowed application under quality
review that would be held invalid in a court of law, if the
application were to issue as a patent without the required

0%-- correction. Some examples of errors include the issuance

Pl Pty AL of a claim notwithstanding the existence of anticipatory

Target = > 5.5% prior art under 35 USC 102, or relevant prior art under 35
Actual 5.5% 6.6% 5.4% USC 103 that would render the allowed claim obvious.

Other errors may include lack of compliance of a claim
to the other statutory requirements (i.e., 35 USC 101, 35
USC 112) and judicially created doctrines.

The patent business finished FY 2001 with a 5.4 percent error
DATA VALIDATION AND VERIFICATION rate, a great improvement from last year's 6.6 percent. Over the
past 18 years, this error rate has varied from 3.7 percent to

o . 1.6 percent. The goal is to reduce the error rate to a level of
Frequency: Daily input, monthly reporting. 3 percent by FY 2004

Data storage: Automated systems, reports.

Data source: Office of Patent Quality Review Report.

Verification: Manual reports and analysis.
Another key quality measure is the percent of allowed applications

where a significant question relating to quality of the examination

Data Limitations: None.

process was raised. This year, the patent business improved
from 7.7 percent to 5.1 percent, beating its target of 7 percent.
Based on the input from our PPAC, the business is developing
a quality index that will incorporate a number of metrics to
achieve a better-balanced measure of quality.



Programs to ensure the quality of patent business services and products include partnerships, focus sessions, and round-
tables with customers. For example, the business established a customer partnership-working group in the business
methods technology area. An inaugural business methods partnership meeting was held at the USPTO on March 1, 2001,
with approximately 60 representatives from the business and legal communities, trade associations, and academia.

The in-process review program continues to help identify areas that need quality improvement within the technology centers
(TC), and design training programs to enhance the quality of our products. Leadership continues to meet regularly with front-
line supervisors and quality specialists to share knowledge; stress the importance of quality, training and employee
development; identify systemic issues; and explore best practices. Other initiatives include focus sessions with customers
on key aspects of patent examination. "Road shows," utilized in the biotechnology area, have brought training on the latest
procedural issues to many of patent business customers. Patent examiners continue to attend technology fairs where
industry highlights the latest in technology and processes. Further, patentability reviews have been expanded to review the
correctness of each allowed application in the emerging technology areas where the prior art is not well established.

Implementing the AIPA has presented numerous challenges, as well as opportunities to improve quality in the USPTO.
In FY 2001, the patent business provided the public with text searchable access to the published application database
through the USPTO Web site. A Patent Business Goal and AIPA Rulemaking and Patent Examination Guidelines — first
supplement was developed for distribution to internal and external customers, and training materials for examiners were
created on inter partes reexamination. In August 2001, a new edition of the Manual of Patent Examining Procedure (MIPEP)
was completed, which incorporates the changes necessitated by the AIPA and a number of final rule packages that became
effective since the last revision of the MPEP in February 2000. The electronic version of the new edition of the MPEP in PDF
was posted on the USPTO Web site in September 2001.

The second business methods partnership meeting was held last year.
Among those in attendance were, from left to right: Vincent Millin,
Supervisory Patent Examiner, TC 2100; Alec French, House Judiciary
Committee; John Love, Director, TC 2100; Chris Katapis, House Judiciary
Committee; Jim Trammel, Supervisory Patent Examiner, TC 2100; and
Wynn Coggins, Supervisory Patent Examiner, TC 2100.
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Results: Customer Satisfaction

Measure: Increase overall customer satisfaction from 64 percent to 80 percent by FY 2006.

90% 1
80% A
70% 4
60% A
50%
40% -
30% -
20%
10% 4

oy, M
FY 1999 FY 2000 FY 2001
Target 65% 60% 67%
Actual 57% 64% 64%

Discussion: Target not met. The USPTO has been
surveying customers of the patent process since FY
1995. Overall satisfaction remained virtually the same
until FY 1998 with significant improvement in FY 1999
and FY 2000. Our survey contractors labeled this

5 percent increase "statistically significant." They have
cautioned us that repeated "significant" increases in
overall satisfaction are highly unusual. We will
concentrate on improving key drivers of customer
satisfaction, such as providing consistency of office
communications from examiners, managing pendencies
in high-growth technologies, and reducing backlog in
status letter inquiries.

DATA VALIDATION AND VERIFICATION

Data source: Customer surveys.

