through new fees, and force small entities to seek review through the very expensive appeals
process. Some small entities also stressed that continuation applications are used frequently by
small businesses to secure the most commercially successful inventions. Therefore, limiting the
number of continuations could severely weaken small entities’ ability to protect their patents.

Advocacy believes that the rule will affect a substantial number of small entities. The
two proposed changes to the rules reshape the basic rights of any small entity that files a patent
application. In addition, the definition of small entity that the PTO uses in its certification is for
calculating filing fees and excludes any small entity that has a contractual arrangement involving
the invention with a larger company. Small business size standards for RFA purposes don’t
include this restriction so the number of small businesses affected is likely to be larger than
stated in the certification.

Given the issues outlined by regulated small entities and the far reaching impact on many
small businesses, Advocacy urges the PTO to complete an IRFA prior to publication of the final
rule.'® The IRFA would allow the agency to examine the impacts of the proposed rule changes
on affected small entities more closely. It would permit the agency to evaluate the issues
discussed above as well as encourage small entities to comment on the additional information
provided in the IRFA. Including an IRFA would also help identify viable regulatory alternatives
to the proposed rules and demonstrate agency compliance with the RFA.

Regulatory Alternatives

Advocacy appreciates the PTO’s challenge in seeking to identify a reasonable solution to
ever increasing caseloads and rising pendency of patent applications. Should the PTO decide to
publish an IRFA prior to finalizing the proposed regulations, Advocacy suggests the following
alternatives for consideration. The alternatives discussed below attempt to minimize the
potential impact of the regulations on affected small entities while also meeting the agency’s
regulatory objectives. Not intended as an exhaustive list, the following alternatives are just a few
of those suggested by the small entities affected by the rulemakings.

Examination of Claims in Patent Applications

1. The PTO Should Expand the Number of Representative Claims Included in Initial
Review.

The PTO should evaluate whether increasing the number of representative claims
allowed on initial review would be feasible. Small entities argued that ten representative claims
would be insufficient to describe the parameters of a potential patent properly. Further, required
completion of an examination support document for those applications containing more than ten

165 U.S.C. § 603 (which requires an agency to publish an IRFA whenever it is required by Section 553 of the
Administrative Procedure Act to publish a general notice of proposed rulemaking. As part of a IRFA, the agency
must include a description of the reasons why they agency is considering the rule, a succinct statement of the
objectives of the rule, the legal basis for the rule, a description and estimate of the numbers of small entities affected
by the rule, a description of the projected compliance requirements, identification of Federal rules that overlap or
duplicate, and a description of significant alternatives).



representative claims would be more costly than the estimates provided by the PTO and could
lead to liability concerns.

2. The PTO Should Provide Expedited Review of Applications that Contain Ten or
Fewer Representative Claims.

Since the agency would like to complete initial reviews more efficiently, Advocacy
suggests providing an incentive for the applicants to limit the number of representative claims.
Offering expedited initial review of applications with ten or fewer representative claims could
persuade many applicants to reduce their claims to a lesser number voluntarily. This would help
meet the agency’s regulatory objectives while facilitating the initial review of patent
applications.

3. The Agency Should Not Apply the Regulation Retroactively

Advocacy encourages the PTO to remove retroactive application of the ten representative claim
limit to currently pending applications. This provision could be particularly costly for regulated
small entities that are less able to absorb expenses associated with reviewing and revising
pending applications. As a result, the proposed regulation could prevent small entities from
prosecuting their pending patents.

Changes to Practice for Continuing Applications

1. The PTO Should Increase the Number of Permissible Continuation Applications.

Small entities informed Advocacy that limiting patent applicants to a single continuation
would negatively impact the most commercially viable and important patents. Similarly, they
assert that, in many cases, the most valuable inventions are based on continuation applications.
Advocacy recommends that the PTO, at a minimum, permit two continuation applications as of
right. In an IRFA, the PTO could request comment on a reasonable number of continuations.
Advocacy’s discussions with small entities indicate that increasing the number of permissible
continuation applications could reduce the potential impact of the regulation.

2. Consider Increasing the Fees for Additional Continuation Applications.

If the agency increases the number of continuations as of right, it could increase the
associated fees as well. Small entity representatives have suggested that increasing the fees for
additional continuations beyond the first, could deter the filing of additional continuations. Thus,
applicants would be encouraged to limit their continuation filings in order to avoid excessive
fees.

3. The Agency Should Defer Review of Subsequent Continuation Applications.
Under current rules of practice, continuation applications are often reviewed in advance

of many new applications. Some small entities have suggested that the PTO could institute
deferred review of continuation applications. This change would permit patent examiners the



opportunity to review more initial applications, thus helping to achieve the agency’s regulatory
goal of reducing pendency.

Conclusion

Advocacy encourages the PTO to review the comments provided and use the information
to conduct a more complete analysis of the potential impact on small entities, which appears to
be significant. Advocacy recommends that the PTO release an IRFA that responds to concerns
and viable alternatives presented here as well as those filed by small business commenters.

Thank you for your consideration of these issues. Should you have any questions or
require additional information, please contact me or Carrol Barnes of my staff at (202) 205-6533.

Sincerely,

/s/
Thomas M. Sullivan
Chief Counsel for Advocacy

/s/
Carrol L. Barnes
Assistant Chief Counsel for Advocacy

cc: Mr. Donald Arbuckle, Acting Administrator,
Office of Information and Regulatory Affairs, Office of Management and Budget
Mr. John Doll, Commissioner for Patents, U.S. Patent and Trademark Office



