. 8811 CONGRESS HOUSE OF REPRESENTATIVES Reprort
1st Session No. 949

PATENT OFFICE FEES

DecemsER 3, 1963.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

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

REPORT

[To accompany H.R. 8190]

The Committee on the Judiciary, to whom was referred the bill
(H.R. 8190) to fix the fees payable to the Patent Office, and for other
purposes, having considered the same, report favorably thereon with
amendments and recommend that the biﬁ do pass.

The amendments are as follows:

1. On page 1, line 11, add the following:

Errors in payment of the additional fees niay be rectified
in accordance with regulations of the Commissioner.

2. On page 2, line 16, add the following:

Errors in payment ol the additional fees may be rectified
in accordance with regulations of the Commissioner.

3. Ou page 5, line 24, Substitute the following in lieu of the para-
graph starting there and continuing through line 3 on page 6:

Any remaining balance of the issue fee shall be paid within
three months from the sending of a notice thereof and, if not
paid, the patent shall lapse at the termination of this three-
month period.

-

PURPOSE OF THE AMENDMENTS

The purpose of amendments Nos. 1 and 2 is to assure that filing
dates would not be affected by oversights or mistakes in remitting
fees of a variable nature if such errors are corrected upon notice.

The purpose of amendment No. 3 is to assure that the applicant will
be notified of any balance due on the issue fee arising from costs of
reproduction of the patent.
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2 PATENT OFFICE FEES

PURPOSE OF THE BILL

The purpose of H.R. 8190 is to increase fees payable to the Patent,
Office so that a reasonable part of Patent Office costs may be recovered.
In so doing, the bill also seeks to encourage better prosecution of
applications, fix payments at more convenient times, and reduce the
volume of unused patents.

The fees payable to the U.S. Patent Office are prescribed by statute
and have not been overhauled in the past 30 years. In that period
the ratio of Patent Office income to Patent Office expenses has fallen
drastically. Where once fee income substantially covered operating
costs, it now recovers little more than 30 percent of such costs.

With the exception of section 4, which the committee understands is
acceptable to the Patent Office, H.R. 8190 is responsive to an executive
communication from the Department of Commerce (app. A). It is
the latest in a series of measures designed to restore a rational relation-
ship between Patent Office fees and the cost of administering the
American Patent Office. Enactment of the bill would .ultimately
permit the recovery through fees of approximately 75 percent of
Patent Office costs.

The principle underlying this executive proposal is set forth in the
following excerpt from a letter dated April 18, 1962, from the Director
of the Bureau of the Budget to Subcommittee Chairman Willis
stating the general policy of the administration with respect to charges
for governmental services rendered to identifiable recipients:

‘In the conduct of their various activities many Federal
agencies are required to provide certain services, supply prod- -
ucts, or authorize the use of public resources which convey
special benefits to identifiable recipients above and beyond
those which accrue to the public at large. In fairness to the
taxpayer, who carries the major burden of support of Fed-
eral activities, the Government has adopted the policy that
the recipient of these special benefits should pay a reasonable
charge for the service or product received or for the resource
used.

The Congress gave statutory expression to this basic
principle in title V of the Independent Offices Appropriation
Act of 1952 (5 U.S.C. 140) which establishes as an objective
that services rendered to special ‘beneéficiaries by Federal
agencies should be self-sustaining to the fullest extent pos-
sible. It is our opinion that the patent system does provide
such a special benefit to identifiable recipients—i.e., the in-
ventors, applicants, and holders of patents—and that accord-
ingly these beneficiaries should bear a fair share of the cost
of the system’s support. The monetary value of rights
acquired through the patent system is often very large. A
large subsidy to the system is not necessary to protect the
public. In fact, the bill seeks only to restore the well-estab-
lished principle that the patent system should be substantially
self-supporting by providing for fees which are commensurate
with current needs. .

The full text of this letter, which was written in support of H.R.
10966, 87th Congress, a substantially identical measure, is attached
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PATENT OFFICE FEES 3

hereto as appendix B. The committee agrees with the foregoing
formulation. '
Although the principal purpose of H.R. 8190 is to provide more
nearly adequate income through higher fees, the bill also contains re-
visions of the fee structure. Principally, these serve two purposes:
(1) To provide incentives to efficient and economical prosecu-
tion and examination of patent applications; and
(2) To provide for deferment of payment of parts of the fees’
to times when the patent owner will be in a better position to
judge the commercial value of his patent. This is also designed to
encourage patentees to discard patents whose disclosures they do
not expect to come into commercial use, and is expected to reduce
the number of unused patents in force.

HISTORY OF PATENT OFFICE FEE LEGISLATION

The principal Patent Office fees now in effect were established by
Public Law 212, 72d Congress (47 Stat. 382), which increased the
filing and issue fees to the present $30 figure. The purpose and effect
of this legislation was to reestablish a balance between income and
operating costs at the Patent Office that had permitted its operation
to be substantially self-supporting. Thereafter, until 1946, no legis-
lation was introduced to change the major Patent Office fees. How-
ever, as the ratio of fee income to operating costs declined (from ap-
proximately 75 percent in 1946 to the current 32 percent), a number of
measures were introduced with the purpose of raising the fees and
thereby of reestablishing the pre-World War II ratio of recovery o
90 percent or more, :

The first such postwar bill (H.R. 2520, 80th Cong.) was introduced
by Representative Michener on March 12, 1947. It provided filing
and final fees of $50 plus $1 for each claim over 20 and minor increases
in miscellaneous fees. The subcommittee held hearings and adversely
reported the bill to the full Committee on the Judiciary. No further
action was taken. A second fee bill (H.R. 3700) was introduced by
Representative Keating on June 3, 1947. This bill proposed mainte-’
nance fees of $50 and $75 payable after the 5th &ng 10th years. It
also proposed increasing miscellaneous fees although no increase in
the filing and final fees was proposed. The subcommittee adversely
reported the bill to the full committee, which took no action.

In the 83d Congress, identical bills (H.R. 9794 and S. 3738) proposed
a filing fee of $40 plus $5 for each claim-in excess of five, a final fee of
$50, plus $5 for each claim in excess of five, and minor miscellaneous
increases, but no action was taken on either bill. _

In the 84th Congress two bills were introduced by Representative
Celler (H.R. 4983 and H.R. 7416). The first provided for a filing fee
of $40 plus $5 for each claim over five, a final fee of $50 plus $5 for each
claim over five, and minor increases in miscellaneous fees. Hearings
were held and the bill was reported favorably to the full committee.
However, H.R. 4983 was superseded by the second bill, which would
have required a filing fee of $40 plus $2 for each claim over 5, $2 for
each sheet of drawing over 1 and $2 for each page of specification over
10, a final fee of $50 plus $5 for each claim over 5, and increases in
miscellaneous fees. In House Report 1201, the Committee on the
Judiciary recommended passage of the bill but it did not reach the
floor of the House.
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4 PATENT OFFICE FEES

In the S85th Congress identical bills (H.R. 7151 and 5. 215€) pro-
vided for a filing fee of $40 plus $2 for each claim over five, a final
fee of $50 plus $5 for each claim over five, and increases in miscel-
laneous fees. No action was taken on S. 2156, but hearings were held
on H.R. 7151 and in House Report 963 the committee recommended
passage with an amendment raising the number of claims allowed
before a charge was imposed from 5 to 10. No rule was granted to
afford House action.

S. 2156 and H.R. 7151 were reintroduced in the 86th Congress as
S. 494 and H.R. 2739, respectively. No action was taken on S. 494
but hearings were held on H.R. 2739 and the committee, in House
Report 623, recommended passage. Again, the bill was not brought
up on the floor.

In addition to the foregoing, a substantial number of bills have been
introduced in Congress to propose specific Patent Office fee increases
of a minor character.

In the 87th Congress, on June 19, 1961, Representative Celler intro-
duced H.R. 7731, a bill to fix the fees payable to the Patent Office.
This bill was intreduced in response to an executive communication
from the Department of Commerce. It proposed a number of fee in-
creases and also included proposals for deferred or maintenance fees
of $100, $300, and $500, after the 5th, 9th, and 13th years, respectively,
of the life of a patent. H.R. 7731, 87th Congress, like the present
bill, was designed to recover approximately 75 percent of Patent
Office fees. Subsequently, the Department of Commerce, by execu-
tive communication dated March 22, 1962, requested introduction
of a draft bill designed as a substitute for H.R. 7731 which became
H.R. 10966. Hearings on H.R. 10966, 87th Congress, were held
before Subcommittee No. 3 of the Committee on the Judiciary on
April 19, 1962 (serial No. 26). The subcommittee heard testimony
from the Commissioner of Patents and his predecessor, from repre-
sentatives of a number of associations interested in the patent system,
and other persons, and received written statements from many
interested parties. On June 20, 1962, H.R. 10966, 87th Congress,
was reported favorably to the House by the Committee on the
Judiciary (H. Rept. 1850) and on July 11 a rule was granted (H.
Rept. 1971), but the measure was not called up. On September 27,
1962, a slightly revised version of H.R. 10966 was reported (S. Rept.
2167) by the Senate Committee on the Judiciary as an amended
S. 2225, but the measure was not brought to the floor.

" In the present Congress H.R. 7370 was introduced, again at the
request of the Department of Commerce. Thereafter H.R. 8190 was
introduced, differing from H.R. 7370 only in the formulation of section
4 of the bill, dealing with the procedure in issuing a patent.

The principal differences between H.R. 8190 and H.R. 10966, 87th
Congress, are as follows:

(1) The basic filing and issue fees are increased from $40 to
$50 and $75, respectively,

(2) The maintenance fees, payable at the end of the 5th, 9th,
and 13th years are halved, ,

(3) A provision has been inserted to require the Patent Office
to notify patent owners that a maintenance fee is due,

(4) Provision has been inscrted to make clear that claims may

" be written in dependent form and should be interpreted by read-
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PATENT OFFICE FEES 5

ing into them all the limitations of the independent claim from
which they depend, and '

(5) Section 4, as it appeared in H.R. 10966, 87th Congress
(and H.R. 7370) has been changed to preserve an applicant’s
control over issuance of a patent (by nonpayment of fees) for
3 months after notice of allowance.

In summary the committee notes that substantial Patent Office fee
increases have been the subject of legislative proposals in the 83d and
each succeeding Congress and that the concept of maintenance fees,
far from being novel, was embodied in legislative proposals as early
as 1947. ’

NEED FOR INCREASE IN PATENT OFFICE REVENUES

As has been stated, the income from patent and trademark fees and
services once covered the operating costs of the Patent Office. In
the last 20 years, however, there has occurred an increasing divergence
between income and operating costs, attributable primarily to the
skyrocketing of costs in the past 15 years. Material submitted by
the Patent Office in connection with last year’s hearing indicates that
this problem is not peculiar to the United States. Using the average
costs of 1930-39 as a base, the operating costs of our Patent Office
have multiplied fivefold. On the same basis of coniparison, Germany’s
Patent Office costs have trebled; Switzerland’s have increased fivefold;
Great Britain’s costs are 5} times what they were; the Netherlands’
costs have multiplied by 8, and Canada’s by 11.

On the other hand, a comparison of the income and expenses attrib-
utable to the administration of the patent system in Switzerland,
Germany, Denmark, Sweden, Great Britain, Canada, the Netherlands,
and the United States for the period 1957-60 discloses that we in the
United States now have by far the lowest recovery ratio of any of
the countries compared. The committee perceives no justification
for the great difference between our present cost recovery figures and
those which followed the 1932 legislation, nor for the extent to which
our own recovery ratio falls behind those of the countries of Western
Europe and Canada.

If one were to take into account only the decreased purchasing
power of the dollar, the filing and final fees totaling $60, which were
established in 1932, would have to be increased to $131 to produce
income of comparable purchasing power in 1962. For the most part,
the increases in Patent Office budget represent increases in the basic
expenses of its operation. Thus the principal components of the
Patent Office budget; namely, payroll and printing, represent over
95 percent of its budget today, as they did in 1932 and in 1940. In
1940 the average salary for Patent Office employees was $2,600.
By 1962, including benefits, it amounted to $8,100, more than a three-
fold increase. So, too, in 1940, the rate per page for printing patent
specifications was $4.41. By 1962, it was $14.75, again more than a
threefold increase. = =~ "+

Other Government fees have increased, but those of the Patent
Office remain pegged at the 1932 level. Meanwhile, the cost of legal
services, like that of all services, has also drastically increased. With
other costs mounting, and the Patent Office fees remaining fixed,
the percentage that Patent Office fees now represent in the total cost
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6 PATENT OFFICE. FEES

of procuring a patent on a simple invention has been reduced to
approximately 9 percent. No explanation has been offered the com-
mittee why Patent Office fees should not undergo a change propor-
tionate to the changes which have occurred, for example, in the cost
of legal services connected with patent procurement.

It 1s obvious that a substantial increase in Patent Office income is
long overdue.

GENERAL STRUCTURE OF H.R. 8190

H.R. 8190 comprises 11 sections.

Section 1 of the bill makes various changes in the existing fees
payable to the Patent Office in patent cases.

Sections 2 and 10 provide that patent fees shall be payable by
Government agencies and their employees,

Section 3 makes changes in trademark fees.

Section 4 changes the time for paying the issue fee (provided for in
item 2 of sec. 1) and is designed to permit earlier dissemination of dis-
closures of applications found to contain inventive subject matter. In
the notice of allowance, the Commissioner is directed to specify a
sum, constituting all or a portion of the issue fee, which shall be paid
within 3 months thereafter., Any remaining balance of the issue fee is
to be paid within 3 months after issuance of the patent. -

Sections 5-8 introduce maintenance fees in patent cases. After a
patent is issued, the patentee ig required to pay a fee of $50 at the
expiration of the 5th year, a 2d fee of $100 at the expiration of the
9th year, and a 3d fee of $150 at the expiration of the 13th year, from
the 1ssue date of the patent. These fees are required to maintain the
patent in force, and failure to pay them results in a lapse of the patent
rights. The inventor who owns the patent may defer the payment
of maintenance fees due on the fifth or ninth anniversaries of the
g&tent if the total benefit received is less than the amount of the fees

ue. ,

Section 9 provides that the maintenance fees provided by .sections
5-8 and certain other new fees shall not be retroactive.

Section 11 expressly recognizes the dependent form of claim and is
designed to make it clear to examiners, applicants, litigants, and
judges that dependent claims are to be considered individually on
their merits. The validity or interpretation does not depend on the
validity or interpretation of the claim from which they depend.

PRtNCIPAL PROVISIONS OF THE BILL

The principal provisions of H.R. 8190 are as follows:

Section 1. Patent fees :

The two basic fees in patent cases are a fee payable when the appli-
cation for patent is filed and a fee payable when the patent is to be
issued. These now are $30 each (with a charge of $1 for each claim
in excess of 20, the results of which are relatively minor). These two
gaf%s produce approximately 50 percent of the revenue of the Patent

ce.

Item 1 of section 1 proposes to raise the filing fee from $30 to $50
with a further payment of $2 for each claim presented in excess of
10 (whether in independent or dependent form) and $10 for each
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PATENT OFFICE FEES 7

independent claim presented in excess of 1. The difference in form
between an independent and a dependent claim is simple. A claim
in independent form stands on its own in defining the invention, while
the dependent form incorporates by reference a previous claim and
adds some additional limitation. %‘or example, a dependent form
would be: “Claim 2. A life preserver in accordance with claim 1 and
means to fasten the preserver around the waist of the user.” A
further discussion of dependent and independent claims and the
reasons for the difference in charges will be made in detail later.

This revision will more than double the income from filing fees for
original and reissue applications. (See table 1.)

The second important change in fees by section 1 (item 2) is to raise
the fee required to issue a patent from $30 to $75 with an additional
charge of $10 for each page of specification as printed and $2 for each
sheet of drawing. It is estimated that this change will more than
treble the income from the issue or final fee.

Section 1 also changes the fee structure applicable to design patents:
Item 3 requires a filing fee of $20 and an issue fee of $10, $20, or $30,
depending upon whether the applicant wants a terma of 3%, 7, or 14
years. The present design fee is a filing fee of $10, $15, or $30 depend-
ing upon the term of the patent that is wanted. One of the purposes
in changing this section is to have design fees parallel the filing and
issue fees for other types of patent applications and to avoid the
present practice wherein an applicant files for a 3¥%-year term and,
upon allowance, requests that the term be increased to 7 or 14 years,
paying the balance of the fees. The increase in revenue from this
change is less than $90,000 a year, but it is estimated that the change
will reduce to a reasonable extent some of the burdens on the Office
and, for that matter, on the applicant himself.

For a similar reason, section 1 changes the structure of the reissue
putent fees from a flat charge of $30 for filing the application to &
filing fee of $50 with an additional charge of $2 and $10 for total
claims over 10 and independent claims over 1 newly presented, respec-
tively (item 4); and an 1ssue fee of $75 plus $10 for each page of speci-
fication as printed and $2 for each sheet of drawing (item 2). There
is no fee currently charged for issuing a reissue patent. Here, again,
the revenue from the change is slight. There are only approximately
200 reissue applications filed each year; however, the revision will
establish uniform treatment for all patent applications, whether
original or reissue. It costs as much to print the reissue patent as it
does an original patent, and the cost of examining such applications,
although it starts'from where the previous application left off, can be
and usually ig substantial. These facts being true, it seems reasonable
for reissue applicants to pay the same fees as new applicants are
required to pay.

Item 6 of section 1 changes the fee on appeal to the Board of Appeals
from $25 to $50 if the Board considers the appeal on the merits and to
$100 if an oral hearing is requested. Tt is provided, however, that all
but $25 of either of these fees will be refunded if the applicant with-
draws the appeal before the Board takes it up for consideration.

The purpose of this change is twofold: (1) to increase the appeal
fee so that it will be more nearly commensurate with the expense
involved, and (2) to encourage submissions on briefs or, at a minimum,
make a charge for oral hearings, rather than burden those who are
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8 PATENT OFFICE FEES

willing to submit their appeals on written briefs. Beyond this, the
change will encourage withdrawals at the earliest possible time.

In many cases, after the brief is filed, the case is reconsidered by the
examiner, the claims allowed, and the appeal withdrawn. TIn other
cases, the appellant may lose interest in the invention and abandon
efforts to get his patent. In both cases, the proposed fee structure
will encourage applicants to resolve the issue at an early time and
withdraw the appeal, helping to relieve the Board of Appeals from
its increasing backlog.

Approximately 60 percent of the appeals filed do not proceed to
hearing or decision ; as to these, there would be no change in the appeal
fee. Of those decided, in only 30 percent is the examiner reversed in
whole or in part. :

The final important change in section 1 pertains to the recording
of assignments. At present a basic charge of approximately $3 with
small surcharges for size and additional 1tems, is made to record an
assignment even though a number of applications, registrations, or
patents are assigned by one instrument. The combined charges
average about $3.20. Item 10 of section 1 of the bill proposes a
charge of $20 for each item recorded. A substantial increase in income
to the Patent Office from this change is illustrated in table 1. One
of the principal purposes in raising the fee for recording an assignment
is to place more of the burden for Patent Office operations on those
applications, patents, and registrations which have proved to be
valuable. Presumably, there would be no traffic in patents, applica-
tions, and registrations which are valueless. Conversely, if anyone
goes to the-trouble to arrange an assignment of any one of these, it
must have some value.

Ttems 5, 7, and 8 of section 1, deal with circumstances of relatively
small occurrence and the income from which is small. Changes are
made to keep them in line with other changes. The reference to
certificates under section 256 in item § is new and, to this extent, a
minor new fee is added.

The sale of printed copies of patent specifications and drawings at
25 cents per copy represents a large fraction of Patent Office incenie,
at present about 20 percent of the total. No change in this fee is
proposed, but item 9 of section 1 adds a provision giving the Com-
missioner authority to raise the charge to not more than $1 in the
case of specifications above a certain size and for plant patents printed
in color.

Sections 2 and 10. Fees to be paid by Government agencies

Section 2 of H.R. 8190 provides that patent fees shall apply to
Government agencies, in other words, they are to pay the same fees
as anybody else, except that fees for incidental or occasional requests
may be waived. Section 10 makes a coordinating change. Objec-
tions may be raised to this provision on the ground that it is purely
a bookkeeping operation and should not be required.

In the opinion of the committee, the change is desirable. For one
thing, it seems desirable to keep a record of how deeply involved other
Government agences are in the patent procurement business.
Knowing the cost of this invelvement should be helpful to the Govern-
ment specifically in connection with Government patent policy, and
in connection with various appropriations and the amount of money
spent by these agencies for patent procurement and administration.
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PATENT OFFICE FEES 9

The Patent Office is not exempt from making payments to other
agencies of the Federal Government. Most notably, it pays the
Government Printing Office about $4 million a year for printing
patent and trademark specifications and various publications such as
the Official Gazette and the like. If interagency transfers are simply
bookkeeping entries, this should not have been necessary. However,
it bas utillity. It causes the Patent Office to keep its printing eosts in
mind and to seek ways to simplify, reduce patent size, and the like.

It does not seem unreasonable to allow the Patent Office to receive
income from other Government agencies which file and prosecute
patent applications. The applications filed by these agencies take
up examining time and require other patent service functions just as
those filed by individuals and companies. There is no reason why
their proportionate share of Patent Office costs should not be reflected
in Patent Office income receipts just as those of any private individual
or company are reflected.

The note on table 1 points out that the Patent Office would realize
approximately $300,000—based on 1962 volume of business—from
fees paid by Government agencies if H.R. 8§190 is enacted into law.
For the ever heavier commitments by Government in research and
development programs, this is bound to increase. The Commissioner
of Patents believes that the other agencies should pay for Patent
Office services and a number of Government agencies, including the
Bureau of the Budget, agree with this view. Government agencies
should be made to think twice before ordering many copies of many
different documents. He argued that people tend to treat costs more
respectfully when they come out of their own budget.

The proposal was at one time suggested by this committee. During
an earlier hearing in 1955, on H.R. 4983, which required Govern-
ment agencies to pay only certain fees and not all the major ones, it
was the committee’s suggestion that the Patent Office should collect
all fees from Government agencies just as it does from private busi-
nesses. 'FThe committee reported a substitute bill, H.R. 7416 (H.
Rept. 120t, 84th Cong.) in which it revised the provision so as to
require Government agencies to pay all fees, including application
and issue fees.

There is another compelling reason for this provision. The Patent
Oflice goes before the Appropriations Subcommittees each year and
is required to make a showing of how its income stacks up against
its operating costs. Part of its deficiencies arise because Government
agencies do not have to pay fees. If the Patent Office can receive
reimbursement for expenses falling upon the Patent Office because of
demands of other Government agencies, as it must pay them for ex-
penses incurred by the Patent Office, financial responsibility will be
fixed and encouraged; and accountability to the Congress will be
made easier. ;

Section 3. Tradematk fees

Section 3 of the bill makes various changes in fees related to trade-
mark cases. In form, the section of the Trademark Act dealing with
fees is reorganized, so that fees which are not changed are repeated.
There are three major changes in trademark fees and a few minor
ones. First, the fee for filing en application te register a mark is
proposed to be raised from $25 to $35; second, a fee of $10 is made

R21

25-973—63——2



10 PATENT OFFICE FEES

payable at the time an affidavit of use is filed (at the end of 5 years);
and third, the fee for recording an assignment of a trademark registra-
tion is increased to $20 to be consistent with that for recording patent
assignments.

For the first time, a fee is made payable on the filing of a petition
to revive an abandoned trademark application. And the fee for
surrendering a registration has been dropped. Table 1 shows the
estimated income from these changes in trademark fees.

Section 4. Payment of issue fee

This section of H.R. 8190, as amended, provides a new method of
paying the issue fee. At present a notice of allowance is sent to the
applicant. There then is a 6-month period within which the final fee
must be paid and thereafter the patent normally issues within 7 weeks.
(There)is also provision for the delayed payment of the issue fee up to
1 year.

It is proposed that the 6-month period within which the applicant
can prevent the patent from issuing, without effecting abandonment,
shall be reduced to 3 months.

The bill provides that the notice of allowance shall specify a sum,
constituting the issue fee or a portion thereof, which shall be paid
within 3 months thereafter. Upon payment of this sum the patent
shall issue. If it is not paid the application is deemed abandoned.
Any remaining balance of the fee shall be paid within 3 months after
issuance, or the patent shall lapse. (Within 3 months after due date
of an unpaid fee, however, the Commissioner may, on a showing of
sufficient cause, accept late payment as though no abandonment or
lapse had occurred.)

This arrangement will allow the Patent Office to issue patents
substantially sooner and to get new technology to the public at an
earlier date. It will also enable the applicant to calculate the amount
of the components of the issue fee before it is due.

If the entire issue fee were required to be paid after the notice of
allowance was sent out, but before the patent issues it would be
necessary to make a rough page count of the application and an esti-
mate of how many printed pages are involved. = Since applications
have many interlineations and other additions and deletions during
the course of prosecution, it would be quite time consuming to attempt
to make such an estimate. Tt might also be inaccurate in the final
analysis, By waiting until after the patent issues to settle any
remaining balance of the issue fee, and basing the charge on the
number of sheets or drawings and pages of specification as printed,
the applicant can easily make an exact determination of the unpaid
balance of the issue fee and submit it within 3 months from the sending
of a notice thereof by the Patent Office.

The committee preferred this method of payment of the issue fee
over that proposed in H.R. 7370, which called for issuance of the
patent forthwith after notice of allowance and therefore deprived
applicants of substantially all control over the issuance of the patent
once notice of allowance was given. The committee found merit in
the contention that this would have the effect of depriving the appli-
cant of his present right to abandon the application after its allowance
and thus to rely on protection through continued secrecy of the inven-
tion, and that 1t would also impair his present right to file a divisional
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PATENT OFFICE FEES 11

or a continuation application in order to present new claims or an
improved disclosure.

The committee understands that the provisions of section 4 of
H.R. 8190 are acceptable to the Patent Office.

Sections 5 to 8.  Maintenance fees

Sections 5 to 8 of the bill introduce maintenance fees in patent
cases. To keep a patent in force after it issues, the patentee would
be required to pay a 1st fee of $50 due at the end of the 5th year of
its life, a 2d fee of $100 due at the end of the 9th year, and a 3d fee of
$150 due at the end of the 13th year. Failure to pay any of these fees
would result in the lapse of the patent. However, a grace period of
6 months is provided in which to pay the maintenance fees as they
become due. This would save the patentee who misses the anni-
versary date for some reason. The grace period provision also satis-
fies our obligation under the Paris Convention for the Protection of
Industrial Property.

Notice of the maintenance fee requirement is to be attached to or
embodied in the patent. In addition, the Commissioner is required
to give approximately 30 days’ notice to a patentee that a maintenance
fee is about to fall due.

Also, there is a provision in these sections which permits deferment
by an inventor who still owns his patent and has not made money or
received value from the patent at least equal to the amount of the
maintenance fee prior to the date that fee is due. For example, at
the end of the fifth year, if the inventor still owns his patent, and
has not made money, or received equivalent value from or under the
patent, at least equal to the $50 fee required, he can file an affidavit
to this effect and the payment will be deferred until the second mainte-
nance fee is due.

At the end of the ninth year, if the inventor has not made at least
the $100 then due (or received such value), he can request a deferment
of the second fee by affidavit; a second deferment of the first fee can
also be requested.

At the time of the 3d maintenance fee is due (at the end of the 13th
year), however, even though the inventor has not realized anything
on his invention, the patent will lapse unless the fees then due are paid.
This means an inventor-owner can maintain his patent in force for 13
years without any payment of maintenance fees unless he has success-
fully exploited his invention at least to a point where the benefits
therefrom are equal to the amount of the first maintenance fee before
its due date or the amount of the second fee before its due date.

. Asin the case of assignments, this provision marks an effort to place
part of the burden of running the patent operation on those patents
which prove successful at least_to some extent. ,

The basic provision for. maintenance fees is in section. 6 of the bill;
section 8 specifies the amount of the fees; sections § and 7 make inci-
dental amendments. '

Section 9. Time of coming into force

Section 9 of the bill works out the time of coming into force of vari-
ous provisions which need special treatment.

The maintenance fees are not made retroactive to existing patents
but are made to apply only to patents issued in the future in the

manner indicated.
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The new patent issue fee and issuance procedures apply to cases
i?l which the notice of allowance was sent after the effective date of
the act.

The new trademark affidavit fee is applied only to registrations
issued after the effective date of the act and to certain old registrations
which are brought into the condition of requiring the affidavit, after
the effective date.

Section 11. Dependent form of claim

As has been noted, section 11 of the bill recognizes that a claim may
be written in dependent or independent form.

_ INCOME RESULTS OF THE BILL

The results of the fees specified in the bill are based on estimates for
1962 fiscal year. Under the present schedule of fees the income—using
fiscal 1962 as a basis—is estimated at $7.7 million, which would be 31
percent of the appropriation for operating costs, and a lesser percentage
of the budgeted operating costs for fiscal year 1963. The effect of the
maintenance fees would not commerce for 5 years and would not be-
come complete for 13 years; and the trademark affidavit fee would not
come into the picture for 5 years. Without these items the return
from the bill would be approximately $17.6 million or 64 percent of the
1963 appropriation for operating costs. However, if all the fees were
in full effect, the anticipated revenue would be $20,588,000, which
amounts to approximately 75 percent of the appropriation for operat-
ing costs for fiscal year 1963. ‘

The patent filing fee at the present time accounts for approximately
32 percent of Patent Office income. The final fee accounts for approxi-
mately 18 percent, patent copy sales account for 20 percent, and
trademark filing fee accounts for 8 percent. Hence, it can be seen
that the two most important fees in terms of the income produced are
the filing and final fees for patents.

Breaking down the operating costs of the Patent Office between
the functions of patent examination and adjudication, trademark
examination and adjudication, and administration and program serv-
ices, the patent examination and adjudication function accounts for
approximately 77.1 percent of Patent Office operating costs, the trade-
mark examination and adjudication function for approximately 4.1
percent, and the miscellaneous costs under administration and-pro-
gram services for approximately 18.8 percent.

Breaking the patent examination and adjudication function down
further, examining and classification account for approximately 72 per-
cent of the total Patent Office costs, with 6 percent accounted for by
the costs of the Board of Appeals, the Board of Patent Interferences,
and research and development activities.

The following table submitted by the Patent Office compares esti-
mated fee income under present law and under H.R. 8190:
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TaBLE 1.—Fee income comparison (present and H,R. 8190)

[Dollers in thousands]

X R ) Estimated Estimated | Change from
Description (section and ftem of revised bill) Present fee income, fiscal Proposed fee, H.R. 8160 income, present fee
yenr 1962 1962 basis income
Patent filing, origina) patent (sec. 1, ftem 1o oo o] $800 oo oo oo eaene $2,440 | $50. - oo $4,150
46 | $2 each claim over 10 332
$10 cach independent claim over 1_____ 1, 660
2,480 | e iciimcee——aen 6,142 +-$3, 656
1,510 | 875, i ermeeaa 3.510
10 | $10 cach page of specifications as 1,685
printed.
$2 each sheet of drawing ... 187
1,820 | e eicem——n 5,382 +3, 862
.............. Y4 Sy P 15
$10 each page of speciftcations as 7
printed.
$2 each sheet of drawing___ ... _____ 1
________________________________________ +23
$15 for 7 years.
$30 for 14 years.
=2
................................................ $10 for 3)4 years 1
$20 for 7 years._____._.. 6
$30 for 14 years_ ... ccmeeman 77
+-84
+7

Boe footnotes at end of table, p. 15.
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TABLE 1.—Fee income comparison (present and H.R. 8190)—Continued

{Dollars in thousands]

Estimated Estimated | Change from
Description (section and item of revised bill) Present fee income, fiscal Proposed fee, H. R, 8190 {ncome, present fee
: . year 1962 1962 basis income
Patent appeal (sec. 1, item 8) .. o.ocaoceaicaoo L 7 T, $250 | $100 with oral hearlng.__________.__.__ $300
$50 without oral hearing 50
$25 if withdrawn._ ... ... 150
T Y N 500 -+$250
Patent petmon to revive (sec. 1, item 7, part)......._.. $ 11 +4
Patent potition for delay ofissue feo (sec.1,item 7, part).} $10 3 +1
Patent certificate, sec. 255 or 256 (sec. 1, itern L) D $ (1] +2
Patent coples (sec. 1, itam 9) 1,504 | 25 cents, except designs__..__.-._._._. 1, 629
5 | 10 cents for designs.._. - 5
1 | $50 annual for libraries. ..o -cooen... 1
$1 for farge ones and plant patents in 156
color.
POt e ccmcccme e eccaicemeacmcmmccren|mememecemamameemmsmamememm—meee—eemane 1, 510 | e mee e m e 1,550 440

Trademark filing (sec. 3, {tem 1) . .o vvoma L.

$3 for 6 PAEeS. o - oo mmaeoal
$1 each 2 pages over 6._
50 cents each extra item

Trademark affidavit (sec 3, item 3)__
Trademark petition to revive (sec. 3, item 4) ___________

New trademark certificate (sec. 3, item [ T $

Trademark certificate of correction or amendment (sec.
3, item 8).
Trademark disclaimer (sec. 3, 1tem 10) cmemeceemm e

Recording trademark assignments (sec. 3, item 12) ...

ERI (0] G o V-
$1 each 2 pagesover6.__........ O]

50 cents each extra item

........................................ 264
$50 15t fee, prior to end of 5th year_._.. 1,124
$100 2d fee, prior to end of 9th year__.. 1, 064
$150 3d fee, prior to end of 13th year__. 685
$25 for delayed payment of a mainte- 4

fee.

+249

4!
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BT Y U A PO | e eremamccecccmmmm e mmammmemn e o e mmmmmec e [mmm e e acceemamemammememememceeaems 2,877 +2,877
Other fees not changed oo oo oo oo e cme e e DI 1) U I ] 1,051 +37
YT B S . FoE I 20, 588 412,888 °
1 Loss than $500.

NortEs

1. ZE(%tZlir)gM(;g‘ income includes amounts applicable to other Government agencies under
see. ,000).

2. Estlmated amounts for trademark afftdavits and patent msintenance are included
to show tho resulting fncomo if all the provisions were in full operation during 1962
However, fees for these items would not be effective immedlately to bring in receipts.

3. Major volumoe assumptions for rovised bill fees (1062 basis)—patent filing, original
patent: 83,000 applications with average of 2 clalms over 10 and 2 independent claims
ovor 1 (averago combined fce, $74). Patent Issue, orfginal patent: 52,000 patents, less
10 percent forfoltures, with averago of 3.6 pages of specifications and 2 shcets of drawings
(averago combinoed fee, $115), Design filing: 5,000 design applications, Design issue:

3,000 design patents, 5 percent for 3% years, 10 percent for 7 years, 85 percent for 14 years.
Patent appeals: 10,000 appeals, 30 percent considered with oral bearing, 10 percent con-
sidered without oral hearing, 60 percent withdrawn. Recording patent assignments:
80,000 {tems (patent, application, or any other paper) involved in 60,000 writings, Trade-
mark flling: 23,5 0 applications. Trademark aflidavit: 15,000 afidavits. Recording
trademark assignments: 13;200 ftems (trademark registration or any other paper) in-
volved in 3,300 writings. Yatent maintenance: 1st fee, 22,470 patents (50 percent of 1957
issuances of 44,939); 2d fee, 10,643 patents (25 percent of 1053 issuances of 42,671), 3d fce,
4,567 patents (16 percent of 1849 issuances of 30,446).
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16 PATENT OFFICE FEES

HOW H.R. 8190 ACHIEVES ITS OTHER OBJECTIVES

Conditions other than our low-cost recovery will also, in the com-
mittee’s opinion, be improved by the proposed bill. These are:

1. Ii‘he absence of a relation between the size and complexity
of a given application and the fees involved;

2. The lack of incentives to encourage better practice before
the Patent Office;

3. The delay in issuing patents; and

4. The accumulation of unexpired patents that are never used
or whose disclosures are commercially superseded.

The absence of a relation between size and complexity and the fees involved

Item 2 of section 1 of the bill is directed to this problem. It calls
for a charge of $2 for each sheet of drawing and $10 for each printed
page of specification, thereby making the issue fee somewhat propor-
tional to the size of the application. This change is directed to a
longstanding problem. _ :

We agree with the Commissioner of Patents that there should be a
substantial difference between the charge on patents exemplified by
No. 1,817,451 and on patents exemplified by No. 1,826,026. The
former includes 40 sheets of drawings and 99 pages of printed speci-
fications, while the latter consists of 1 drawing and 1 printed page of
specification. Nonethel»ss, even in 1932 the basic filing and final fees
assessed for both were the same.

The Commissioner has indicated that this situation is no better in
the 1960’s. Patent No. 2,925,957 (which includes 354 sheets of draw-
ings and 216 pages of printed specification) was obtained for the same
filing and final fees (totaling $60) that were required for patent No.
2,955,299 (which consists of 1 sheet of drawings and 1 page of speci-
fication).

Admittedly, in both comparisons, charges were made in the larger
cases for claims over 20; but the fees for the smaller and larger cases
are still comparable even when that is taken into account.

Here, the question is not how much money should be received from
patent fees, but where the money ought to come from. Obviously,
there was a marked difference in the time required to examine the
patents cited. Patents 1,817,451 and 2,925,957 are what are com-
monly referred to as “‘jumbo’ patents. They required large amounts
of time on the part of the examiner, particularly when contrasted with
the time required to act on patents 1,826,026 and 2,955,299. Even
if it is assumed that the large patents contribute far more to the store-
house of technical knowledge there is no reason why inventors, whose
inventions are described in short applications, sheuld be required to
pay a large share of the cost of examining and issuing the “jumbo”
patents. The committee was told that many pioneer patents—for
example, 821,393 (flying machine), 879,532 (triode vacuum tube),
2,524,035 (transistor)—involved short patent disclosures.

Patent Office divisions that handle more complex subject matter
have average disposal rates substantially below those that handle
ordinary or simple inventions. And the complex application divisions
even have disposal rates substantially below the rates of the overall
average for the Office, whereas those handling simpler subject matter
are well above the overall average.
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PATENT OFFICE FEES 17

Data submitted by the Patent Office reveal a lack of relationship
between the number of claims and number of sheets of drawings and
pages of specification, based on a sample of patents issued in 1961.
It is not fair to the applicant on the low end of the range to pay the
freight for those on the high side. This condition will be, in part,
corrected by the structure of the present fee bill.

Not only does the uniformity of the present fees unnecessarily
assess the applicant who files a short and succinet disclosure, but it
provides no economic incentive to the good practitioner. The bill
would encourage applicants and attorneys who file good applications
and discourage those who employ unnecessary drawings, redundant
and excessive descriptions, and unreasonable permutations and com-
binations of claims.

The committee believes that the discrepancy between the size and
complexity of inventions, on the one hand, and the fee involved on
the other, needs correction. A more reasonable relationship should
be established between these factors, and this is what item 2 of section 1
of the bill is designed to do.

The lack of incentives to encourage better practice before the Patent Office

1. Claim obscurity and prolizity.—As has been indicated, item 1 of
section 1 of the bill calls for a charge of $10 for each independent
claim in excess of 1 and a charge of $2 for each claim, independent or
dependent, in excess of 10. (Sec. 112 of title 35 states in part, “The
specification shall conclude with one or more claims particularly point-
ing out and distinctly claiming the subject matter which the applicant
regards as his invention.”) Item 1 of section 1 of H.R. 8190 has a
provision that will do much to discourage the unreasonably multiplied
permutations and combinations of claims filed by some applicants and
to encourage the dependent form of claim.

The need to check the unnecessary multiplicity of claims contained
in patent applications has been long acknowledged. In 1924 a Com-
mittee on Patent Office Procedure was formed by the Secretary of the
Interior (the Patent Office was then a bureau of the Department of the
Interior) by inviting several patent law associations, the Chamber of
Commerce of the United States, the National Association of Manu-
facturers, and the American Engineering Council to nominate repre-
sentatives to serve on the Committee.

The Committee filed its report with Hon. Herbert Hoover, then
Secretary of Commerce, on April 15, 1926. (The Patent Office had
by that time been transferred to the Department of Commerce.)
Among the observations and recommendations of the Committee was
the following:

The work of the Patent Office is enormously and unneces-
sarily added to by the multiplicity of claims contained in ap-
lications. There is no one change which would be so helpful
in the present situation as the placing of a limit upon the
number of claims. There are attorneys who make a practice
of writing claims by a permutation and combination formula
or system. Such a practice 48 unnecessary and is fearfully
wasteful of public money. C

Later commentators on the patent system and the Patent Office
have perceived the same difficulty. For example, Mr. George E.
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18 PATENT OFFICE FEES

Frost, of Chicago, in his monograph “The Patent System and the
Modern Economy,” which was published as Study No. 2 in a series
sponsored by the Subcommittee on Patents, Trademarks, and Copy-
rights of the Committee on the Judiciary, U.S. Senate said:

A broad field for improvement—helpful to the Patent Office,
the public, and applicants ahke—lies in simplifying and.
~streamlining the preparation and prosecution of patent appli- -
cations. KExcessive numbers of patent claims, for example,
extend the time required for the examiner to pass on an
application and, if embodied in the issued patent, they un-
necessarily complicate the efforts of competitors to evaluate
the patent and labors of a court in enforcing it.. However,
with an understandable abundance of caution—and in some
instances because of inadequate care in preparing the appli-
cations—patent applicants may file a number of claims

-~ greatly in excess of those called for by the circumstances.
No categorical rules can overcome this difficulty—for there
are occasions when many claims are necessary. The solution
to the problem accordingly lies in giving the Patent Office
ample authority to control the number of claims and in
placing a substantial incentive wpon the applicant to submit
only such claims as are really necessary. [Emphasis added.]

Item 1 of section 1 of H.R. 8190, by setting different fees for de-
pendent and independent claims, is designed to provide the incentive
of which Mr. Frost speaks.

To date, the only successful effort to charge according to the num-
ber of claims became law in 1927. It invoked a nominal charge of
$1 for each claim in excess of 20. However, the regulatory effect of
this nominal charge, if such was intended, has not been achieved.
A study designed to evaluate this effect showed that in the appli-
cations surveyed there was no statistically significant decrease in the
number of claims over 20.

One phase of an examiner’s job is to analyze the differences between
claims so that he can ascertain in what areas he should look for
anticipatory art. In an effort to measure the time required for an
examiner to analyze the differences in scope when the forms of the
claims are different, a number of experienced examiners were asked
to evaluate a selected number of patents having claims in both
independent and dependent form. (As has been indicated, the inde-
pendent form requires no reference to any other claim, while a claim
in independent form incorporates merely by reference a previous claim
and adds some additional elements or limitations.) The Commis-
sioner of Patents has informed us that even in the case of simple
patents, the time saved in analyzing the differences between claims
is approximately 2 to 1 in favor of the dependent form of claim.

To emphasize this point, the Commissioner referred to’patent No.
1,817,451, which not only includes 40 sheets of drawings and 99 pages
of printed specifications but over 900 claims. He stressed the diffi-
culty faced by an examiner, even if he is experienced, in analyzing the
differences between these claims. There is no reason why this sort
of prolixity in claiming should be allowed. It should be discouraged.

ne way of reducing the number of claims, in order both to estab-
lish better practice in the Office and to make the job of interpretation
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easier for the courts, is to require applicants to limit the number of
claims which they file.

We agree with the Commissioner that restraints through financial
incentives will be more effective than a mere power in the Patent
Office to restrain prolix claiming. An applicant can always contest
a Patent Office rejection of claims for multiplicity. The work imposed
on the Office in adjudicating such a contest can be as great as an
adjudication on the merits of the claims themselves. The cost
incentive proposed in the bill is self-executing and continuing.

Figure 18 of the submission of the Commissioner of Patents is
helpful in demonstrating the difference in form between independent
and dependent claims and the marked advantage of the dependent
form. In this display of the claims for a simple inventive concept,
the four claims of the patent were written in independent form, so
that it is difficult to ascertain the differences between them without a
careful comparison. Yet claims 1, 2, and 4 differ from claim 3 only
in minor ways. Claim 3 is the broadest claim, but the reader is not
aware of this in his first scanning. Had the claims been written in
the dependent form shown in figure 18—with claim 3 first—the exam-
iner’s job clearly would have been easier. He would have been able
to tell immediately that the claims differ from one another only
slightly. If this saving in the time of analyzing one application is mul-
tiplied by the more than 80,000 applications examined per year, many
of which concern much more difficult technology than cfoes the patent
of figure 18, it becomes evident that the dependent claim form can
expedite Patent Office efforts to reduce the backlog of pending appli-
cations. H.R. 8190 will encourage the drafting of claims in dependent
form, to the everlasting appreciation of all those in and out of the
Office who must subsequently evaluate them.

The purpose of the claim structure fee differentials™is to put a
premium”on limited numbers of claims andon the dependent form,
not only for the sake of the Patent Office, in which the examining
process will be made easier, but also for the sake of the courts. The
courts in a number of instances have commented rather critically on
the unreasonable numbers of obscure claims before them.

For example, as to multiplicity of claims, Judge Learned Hand in
Victor Talking Machine Co. v. Thomas A. Edison, Inc. (229 Fed. 999
(5.D.N.Y. 1915)), at one point commented:

* * * the court should discourage * * * practice which
permits forty-eight claims on a simple and perfectly obvious
machine like this. Such claims violate the very purpose of
any claims at all, which is to define the forbidden field. In
such a waste of abstract verbiage it is quite impossible to
find any guide. It takes the scholastic ingenuity of a Saint
Thomas with the patience of a yogi to decipher their meaning
as they stand.

And as to prolixity, Judge Hand had this to say: _

* * * Amid the wilderness of words I have tried to find and
tread a path of logic; though the simpler way might have
been to rest the case upon broader lines.
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Fic. 18

'CLAIM FORM: INDEPENDENT vs. DEPENDENT

THE INVENTION

A life preserver that is worn around 1
the neck as a neckband. The neck-
band houses an hourglass—shaped
gas cell that breaks and thereby in-
flates the neckband preserver when
the neckband is grasped and bent.

N

INDEPENDENT FORM (The claims as patented)

An inflatable neckband, comprising a narrow thin flat rubular'

band comprising a relatively heavy flexible inelastic neck en-

gaging backing portion, and a thin highly elastic outer portion.

extending substantially the length of the band, and sealed at its
ends, an elongated hourglass shaped cell mounted within said
tubular baud and containing liquified gas, a flexible air-tight tube
closely surrounding said cell and disposed-in said band, and
having one end extending through an end of said thin elastic
outer portion in sealed relation thereto, sald tube being open
at its other end within said band, and having an air-tght re-
movable ‘closure in its one end whereby cells may be replace-
able.

. An inflatable neckband, comprising a narrow thin flat tubular

band comprising a relatively heavy flexible inelastic neck engag-
ing backing portion, and a thin highly elastic outer portion ex-
tending substantially the length of the band, and sealed at its
ends, an elongated hourglass shaped cell mounted within said
tubular band and containing liquified gas, a flexible air-tight
tube closely surrounding said cell and disposed in said band,
and having ong end extending through an end of said thin elastic
outer portion in sealed relation thereto, said tubebelng open at
its other end within said band, and having an air-tight removable
closure in its one end whereby cells may be replaceable and
means for manually flexing said tube g bend and break a cell
contained therewithin.

. An inflatable neckband, comprising a narrow thin flat tubular

band comprising a relatively heavy flexible inelastic neck engag-
ing backing portion, and a thin highly elastic outer portion ex-
tending substantiaily the length of the band, and sealed at its
ends, an elongated cell mounted within said tubular band and
containing liquified gas, a flexible air-tight tube closely sur-
rounding said cell and disposedin said band, and having one end
extending through an end of said thin elastic outer portion in
sealed relation thereto, said tube being open at its other end
within said band, and having an air-tight removable closure in
its one end whereby cells may be replaceable.

. An inflatable neckband, comprising a narrow thin flat tubular

band comprising a relatively heavy flexible inelastic neck engag-
ing backing portion,-and a thin highly elastic outer portion ex-
tending substantially the length of the band, and sealed at fts
ends, an elongated cell mounted within said tubular band and
containing liquified gas, flexible air-tight tube closely surround-
ing said cell and disposed in said band, and having one end ex-
tending through an -end of sald thin elastic outer portion in
gealed relation thereto, sald tube being open at its other end
within gaid band,-and-having an air-tight removable closure in
Its one end whereby cells may be replaceable and means for
manually flexing said tube to bend and break a cell contained
therewithin.

PREPARED BY: U.S. DEPARTMENT OF COMMERCE, PATENT OFFICE (1963)
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CLAIM ANALYSIS DEPENDENT FORM
CLAIM 3 + gas cell is HOUR- A neckband as in claim 3 in which said gas cell 18 hour-
GLASS SHAPED glass-shaped.
CLAIM 3 + gas cell is HOUR-
GLASS SHAPED and can be A neckband as in claim 3 in which said gas cell is hour-
MANUALLY BROKEN to in- glass-shaped and means are provided to break said cell
flate preserver manually.
BROADEST CLAIM
CLAIM 3 + gas cell can be
MANUALLY BROKEN to in- - A neckband as In claim 3 and means to break said gas
flate the preserver cell manually.

POV AN
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In 1873, Mr. Justice Bradley said in Carlton v. Bokee (17 Wall.
463, 472 (U.S. 1873)), with respect to ambiguous specifications and
nebulous claims:

Without deciding that a repetition of substantially the same
claim in different words will vitiate a patent, we hold that
where a specification by ambuiguity and a needless multipli-
cation of nebulous claims is calculated to deceive and mislead
the public, the patent is void.

The evils of which Judge Hand and Mr. Justice Bradley spoke are
still prevalent. For example, Judge Brown in Thurber Corp. v.
Faircllzild Motor Corp. (269 F. 2d 841, 850 (5th Cir., 1959)) said:

There is no question but what the claims are complex and
drafted with language and in a style that makes them difficult
if not impossible for laymen—and indeed, for most lawyers
and judges—to understand. As an example of that with
which the jury was confronted, we have set forth in the margin
the 334-word sentence which is claim 45 of the * * *
patent.

The dependent form of claims is important, not only because it
facilitates the examining process in the Patent Office and makes the
interpretation by the courts easier should the claims ever be litigated,
but also because it helps industry to understand better what is being
claimed by others.

The purpose of claims is to define the invention clearly, not to
obscure it—for the Patent Office, the public, and the courts. De-
pendent claims serve the purpose of setting out in clear relief the
distinctions among various claims.

This clarity is especially important when new claims are added
late in the prosecution of a patent application. There, unless the
examiner can readily grasp the relationship of the new to the older
claims in the same case, there is a hazard that limitations upon which
the examiner has insisted as a condition of allowance may be omitted
and the omission escape his notice.

Mr. Harry R. Mayers, general patent counsel, General Electric
Co., in a lecture before the Practicing Law Institute in 1956, listed
the disadvantages of excessive patent claims as— .

b(].ll) Adverse effect upon examiner’s determination of patent-
ability; ;

(2) Adverse effect upon the court’s approach to the issue of
validity and infringement and to the application of the doctrine
of equivalents.

2. Eaxcessive and circumlocutory disclosures.—It has been pointed
out that item 2 of section 1 of the bill would set a charge of $2 for
each sheet of drawing and $10 for each printed page of specification.
It is hoped by this measure to limit obfuscating verbiage by encourag-
ing an applicant to consider seriously his inventive concept when he
first prepares the application. In many applications, the invention
is submerged in circumlocution. This not only makes it difficult for
the courts when they are called upon to interpret the patent docu-
ment, but also places an unconscionable burden on the examiners
during the prosecution of the application. The fee structure of H.R.
8190 1s intended to promote;adequate but concise disclosure, consist-
ent with the requirements of the patent laws.
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3. Appeals—Item 6 of section 1 of the bill calls for an appeal fee
of $100, $50 of which would be refunded if an oral hearing is not re-
quested prior to consideration by the Board. In the event the appeal
is withdrawn prior to any substantive consideration by the Board,
then the cost to the appellant would be only $25, the rest of the appeal
fee being refunded to him,

The committee has been advised that the Board of Appeals re-
ceives for its consideration 4,000 cases each year and that its backlog
is high. Another 6,000 appeals are filed annually, but withdrawn
before consideration by the Board. One thing which contributes
to the Board’s problems is the fact that so many oral hearings are
requested and then not attended. Approximately 25 percent of
‘the applicants requesting an oral hearing withdraw their requests.
Often they do not notify the Board that they are not going to
appear until a few days before the hearing date, and about 33 percent
of the appellants scheduled to appear for oral hearings do not even
bother to inform the Board that they are not going to be present for
the hearing.

While it is not possible to calculate with certainty what this means
in terms of the loss of efficiency, there can be no question that the
loss exists. Equally important, such practice diminishes respect
for the Board and the Patent Office. It should not be countenanced.
An attorney would not ignore a hearing scheduled before a judge in a
court of law without informing the court. Knowing the consequences,
he would be mindful of his obligations. .

The proposed appeal fee seems well calculated to encourage timely
withdrawals of appeals, and to encourage parties to waive oral
hearings when they are not necessary and/or there is no intent to
be heard.

THE DELAY IN ISSUING PATENTS

The unreasonable delay between the time a patent application is
filed and the time the patent issues is a longstanding problem which
the Patent Office has faced and which has occasioned regretful com-
ment by a number of persons interested in the patent system.

Ideally patents should issue promptly. In appropriations hearings
for the Patent Office, for many years, the Congress has expressed
concern about the backlog. Indeed, it 1s often the dominant element
of discussion at the hearings. The substantial buildup in the staff of
the Patent Office since 1955 has been authorized with the under-
standing that this was done to reduce the backlog.

There are several compelling reasons why patents should issue
promptly. First, a patent is granted for 17 years from the date of
1ssue, and an unduly prolonged pendency extends the life of the patent.

The Senate at one time was so much concerned about long pendency
that it passed a bill to limit the life of patents to not more than 20
years from the time of filing.

Moreover, the consideration for the grant of the patent is the dis-
closure of the invention to the public; and that disclosure is made to
the public when the patent issues. This consideration is of special
importance today when the rate of technological innovation is at an
alltime high and increasing. Beyond that, while a patent is pend-
ing, important business decisions about investment must often be de-
layed both on the part of the applicant or his assignee and on the part

235



24 PATENT OFFICE FEES

of competitors. All of these reasons argue for as prompt an examina-
tion and adjudication of patent applications as is possible.

While the period of prosecution of an application has varied over
the years, at the present time it takes an average application more
than 3 years to go through the examination process. Consistent with
proper examination, this period should be reduced to provide for early
publication, thereby stimulating the research and product competi-

. tion of others,

The committee believes that a fee bill, at least in part, should seek
to reduce unreasonable delay in prosecution, and that the issue pro-
cedure provided by H.R. 8190 works toward this end.

The Commissioner of Patents informed the committee that inT1960
the average period of pendency of a typical application was 37 months;
and that the period now averages 34 months. TUnder this bill the
average spread between the application filing date and the issuance of
the patent will be materially reduced by shortening by 3 months the
period within which the applicant must either pay a specified portion
of the issue fee or abandon his application.

THE ACCUMULATION OF UNEXPIRED PATENTS THAT ARE NEVER USED

A reduction in the number of unexpired patents, for which use or
potential use is not contemplated by the patentees, would simplify
right-to-use investigations which are undertaken by parties prior to
commercial use of a product in order reasonably to ascertain that they
will not be infringing the rights of others.

The maintenance fees that would be required by sections 5-8 of
the bill would further such a reduction. If the history of the patent
systems of Kuropean countries may be used as examples, there is
reason to believe that a dramatic reduction in the number of patents
in force at any one time will occur under a maintenance fee system.
Roughly speaking, in the experience of Great Britain, Germany, the
Netherlands, and Switzerland, after the first 5 years of the period
considered, around 80 percent of patents were still in force, after the
9th year about 30 to 50 percent were still in force, and after the 13th
year only 20 to 25 percent were still in force, calculating the time
from the filing date of the application and not the issue date. By
interpolation the Patent Office has adopted the figures of 50 percent
after 5 years, 25 percent after 9 years, and 15 percent after 13 years,
these times being from the issue date of the patent. What this means
can best be appreciated when it is remembered that the Patent Office
now issues approximately 50,000 patents each year and this number
will increase if the present trend continues. At this rate, we will have
approximately 850,000 patents in force, say, 15 years from now. If,
on the other hand, maintenance fees are in effect during that period
and our experience parallels that of European countries, instead of
850,000 there would be only about 430,000 patents still in force. The
resulting simplification in infringement searches, and in other investi-
gations, primarily concerned with patents still in force, would be of
considerable help to industry. In addition, new businesses would be
far freer to utilize prior art in the development of their products and
processes.
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POSSIBLE OBJECTIONS TO H.R. 8190

Arguments have been made that the proposed bill will impede
progress in general and, in particular, that some of its provisions are
discriminatory.

These objections fall generally into the following categories:

1. Fees should not be raised because the patent system benefits
the public and the applicant is a public benefactor to be honored,
not taxed.

2. Higher fees will suppress the flow of applications by reduc-
ing the incentive to inventors, and the patent incentive to
technological innovation will abate accordingly.

3. The claim differential charges are unreasonable, arbitrary,
and discriminatory. v

4. The issue fee is harsh and unworkable.

5. The fee for recording an assignment is much higher than the
actual cost of recording the document.

6. The fee structure favors applicants and unfairly discrimi-
nates against the patentees and assignees.

The committee has considered these arguments and has concluded
that they each merit discussion.

1. Argument that fees should not be raised at all.—There is little
support for this contention at the present time. Bar associations,
and many private attorneys, have stated for a number of years that
some reasonable increase in fees is both desirable and necessary.
Similar statements have been received by the committee. Note-
worthy in this connection is the letter submitted by the Chamber
of Commerce of the United States to Subcommittee Chairman Willis.
This letter reads as follows:

‘CaaMBER OF COMMERCE OF THE UNITED STATES,
Washington, D.C., April 27, 1962.

Dgarn Mr. WiLLis: The national chamber urges your subcommittee
to recommend a realistic schedule of fees which would enable the
Patent Office to be self-supporting. H.R. 10966, now being considered
by you, would substantially increase such fees, but would not provide
sufficient revenue to recover all Patent Office costs.

The chamber believes that, whenever practicable, the costs of
Government programs, which provide special benefits to identifiable
groups or individuals in excess of benefits to the general public, should
be borne by those receiving the benefits.

The Patent Office does provide special benefits to inventors, appli-
cants for patents, and holders of patents. We believe they should
bear the cost of the patent system. For many years they did. The
Patent Office was self-supporting over a large part of its existence.
However, the fee structure instituted ‘1932, and designed to main-
tain a balance between income and expenses at that time, has been
woefully inadequate in the face of increases in operating costs since
approximately 1940.

A table of income and operating costs of the Patent Office, submitted
to your subcommittee by the Commissioner of Patents, is a graphic
portrayal of the inadequacy of the out-of-date fee structure. In the
period 1900 to 1940, income from fees actually exceeded operating
costs in 22 years, and in the same 41-year period only 5 years show
income of less than 90 percent of costs.
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Cost recovery has eroded rapidly since 1940; it has not again reached
90 percent. In a steady decline, 1t has dropped to 32 percent in 1961
and is estimated at 31 percent in the current year.

It is ‘true that income from fees has increased 77 percent—%$4.3
million in 1940 to $7.6 million in 1961. But operating costs in the
same years increased 413 percent—$4.6 million in 1940 to $23.6
million in 1961. Substantial increases in personnel costs (including
eight general pay raises since 1945) and printing and reproduction
costs have left fee collections far behind.

The chamber is of the firm opinion that under existing rates the
general public is subsidizing the specific beneficiaries of the patent
systemn. It strongly recommends enactment of legislation which
would provide for recovery of the costs of the Patent Office by means
of an equitable fee system.

We urge your favorable consideration of this letter. Also, I will
appreciate it if you will include this in the record of hearings on H.R.
10966.

-Sincerely yours,
TreroN J. Ricg,
Legislative Action General Manager.

The fact that the Patent Office has covered its operating costs in
the past has also suggested to many others that there should be some
relation between fees and operating costs. For example, the report of
the House Committee on Appropriations of the 79th Congress, 2d
session (Rept. No. 1890, 1947) had this to say:

The committee believes that this agency should again be
made self-sustaining by increasing many of the fees con-
nected with the processing of applications and the sale of
copies of patents. Recommendations for major changes in
the present fee system are now before the Patent Committee
of the House.

Members of the House and Senate Appropriations Committee have
made it clear for many years that the Patent Office should collect a
higher percentage of its operating costs. '

For example, Senator Ferguson had this to say at one appropriations
hearing: '

We have been talking about this in the Judiciary Committee
for years, and the chairman has urged this for years. There
seems to be always a resistance to the Patent Office on charg-
ing, on getting your fees sufficient to carry it (Department
of Commerce %ppropriations for 1952, Committee on Appro-
priations, U.S. Senate, 82d Cong., 1st sess., H.R. 4740).

In sum, the argument that Patent Office fees should not be raised is
no longer consonant with the times,

2. Argument that higher fees means fewer applications.—This objec-
tion is leveled against any fee bill that proposes to raise fees. It is
not borne out by the per capita figures for application submissions.
The per capita filing of applications in the United States is less than
in many European countries, even though these countries have sub-
stantially higher fees. For example, in Germany the per capita
number of applications filed is 1.01 per 1,000 population. By com-
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trast, the United States per capita figure is 0.44. High per capita
figures also exist in Great Britain (0.61), The Netherlands (1.00),
Sweden (1.65), Norway (1.09), and Switzerland (2.63). A large
proportion of the applications filed in these countries are filed by
U.S. companies. These figures exceed those of the United States,
even though all of the European countries named have maintenance
fees—which American patent owners pay as well as others—and the
total sum of the fees paid during the life of the patent is considerably
greater than the U.S. total of $60.

The experience of European countries fails to bear out the fear
behind this objection in another way. European countries have not
found that the number of applications filed decreases significantly
after they increase their fees. Many European countries increased
their fees in the 1950’s, some even twice. There was no significant
change in the number of applications filed before and after the fees
were changed. This suggests, at least to some extent, that increases
in fees have not had depressing effects on the number of patent appli-
cations filed.

Here, again, it is relevant to say that the present filing and final
fees (and those proposed by H.R. 8§190) constitute a relatively small
part of the cost of obtaining a patent of average size when an attorney
1s employed. And approximately 96 percent of all applications filed
in the U.S. Patent Office are prepared by someone other than the
inventor. It is not unreasonable to assume that this percentage
reflects, with a small margin of error, the number of applications
prepared by attorneys. Many of the few inventors who prepare
their applications themselves, subsequently have them prosecuted
by an attorney, upon either their own initiative or that of their
assignees, as the case may be. '

With respect to the ‘‘garret,” indigent, or independent inventor,
it is sometimes asserted that by increasing the fees even slightly, we
will discourage the independent inventor from filing his application
and, therefore, will prevent the public from obtaining his inventive
contributions. In spite of the fact that inventions are coming in-
creasingly from complex research centers, the independent inventor
should be given consideration.

We agree with the Commissioner of Patents that the proposed
legislation treats him equitably. It permits him to defer the first two
maintenance fees if he has not been successful in exploiting his inven-
tion. It minimizes the increase in the filing fee in comparison to the
issue, appeal, assignment, and maintenance fees, so that he can have
his day in court at & minimum price. And, finally, under this bill the
small application that he usually files is less costly than are the
lengthy applications filed almost exclusively by corporations.

Much of the argument against rises in Patent Office fees is in-
evitably cast in terms of the small inventor. Yet the assignment
records of the Patent Office show that approximately 70 percent of
the patents issued in 1961 were assigned to companies.

3. Argument that the claim fee differential is unrealistic and unfair.—
This report has already dealt at length with the unreasonable im-
positions that vast numbers of prolix claims in applications make on
examiners, judges, and other,attorneys. This alone answers the
argument that economic incentiyes for better claim practices are
unfair or unrealistic. 2 3 9
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One may look at the claim practices in European countries, where
applications are filed for on most important U.S. inventions. The
average U.S. patent is substantially larger than its German and
British counterparts, and the number of independent claims in a
U.S. patent averages 4.38, compared to 1.02 in German patents,
and 2.70 in British patents. Certainly there are differences in
patent practices and law in Great Britein, Germany, and the United
States (both as to the approach they take to patent disclosures and
as to the breadth of protection their courts provide; but the fact
remains that these examining countries, in common with most other
examining countries in the world, require the applicant to limit himself
to a few independent claims. In ‘Great Britain, rarely is an applica-
tion filed that has mere than four independent claims. Any number
over a very few is rejected by the examiner, as a matter of course, as
unnecessary. The British patent agents, recognizing that the courts
will uphold the office in this connection, withdraw excessive claims.
More often, they are never submitted. In Germany, practice re-
quires that a main claim be used with other claims depending from it,
as is illustrated in figure 18. Any other method of claiming is almost
always refused consideration.

The American Bar Association has recently acknowledged that the
use of dependent claims should be encouraged. At the meeting of the
Section of Patent, Trademark, and Copyright Law of the American
Bar Association at its annual convention in St. Louis last August, the
following resolution was adopted:

Resolved, That the section approves the principle that, in
the case of any additional fee for excess claims over a pre-
determined maximum, a lesser fee be charged for claims in
dependent form to encourage their use.

4. Argument that the issue fee is harsh and unworkable.—The size of
an application, in terms of the number of pages of specification and
the number of sheets of drawings, has a direct bearing on the amount
of time it takes an examiner to study and understand the invention,
regardless of how many claims define the invention. It seems emi-
nently fair to say that those applicants who file the longer aind more
complicated patent applications should bear a greater proportion of
the cost of operating the Patent Office than those applicants who file
short, succinct, and simple disclosures.

The reasonableness ol the components of the propesed issue fee is
evidenced by the cost of printing alone. Ignoring completely the
increasing difficulty of examination, which is at least roughly related
to the length of the specification and the number of sheets of drawings,
the 1962 cost for printing and publishing an average patent was ap-
proximately $63. This includes a printing charge per page of approxi-
mately $15 for the specifications alone. This is not an internal cost
which is subject to the natural error of any estimated cost, but is the
amount which. the Government Printing Office charges the Patent
Office for printing the patent specification. Ovwer and above this,
it costs the Patent Office $1.75 for each sheet of drawing of the patent.

If we add to the printing cost and complexity factor the cost of
examining the application and providing other services in connection
with it, the proposed charge of $10 for each page of specification as
printed and $2 for each sheet of drawing is quite low. :
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Originally the Patent Office considered a charge for the number of
pages of specification as filed and the number of sheets of drawings as
submitted. One of the difficulties with this proposal, however, was
the objection earlier raised by members of the bar to the effect that
it would be difficult to compute the actual fee in advance. Under
tlie concept embodied in H.R. 8190, however, it is a simple matter
for the applicant or his attorney to determine the exact amount of
the issue fee after the patent issues and before any remaining balance
of the fee is due.

Some have opposed a charge based on the size of the patent, argu-
g that a charge for the number of claims is really a charge for length,
and hence a double charge for size. However, although there is some
rough correlation between the length of applications and the average
number of claims, the scatter for applications is large. The data indi-
cate that the claim differential charge is not primarily a charge for
lengthy applications. Rather, it is a charge to incourage clarity in
claiming and to discourage prolixity., The charge for the long and
complex application is obtained by the proposed issue fee.

5. Argument that the assignment recording fee is too high.—H R. 8190
proposes a substantial increase 1n the fee for recording assignments.
This is not based upon the actual cost of the work to the Patent Office.
It is primarily an effort to provide income which etherwise would have
to be recovered by increasing the other fees provided for in H.R. 8190.

There are quite defensible reasons for a recording fee of the size
provided for in H.R. 8190.

As has been pointed out, patents would not be assigned if the
assignee did not consider them of value. At least, we know that this
recordation fee is being nssessed upon & person who is receiving value
from the patent system.

More than 70 percent of patents nowadays are issued or assigned
to American and foreign companies and the U.S. Government. Surely
when the cost of an average application prosecuted by corporations
is probably $1,500 to $2,000, the assessment of a $20 recording fee for
recording the assignment to them of the invention is not unreasonable.

In sum, the bill assesses some part of operating expenses against
assignees of patent and trademark instruments rather than against
the applicants themselves., Until an inventor is able to sell his in-
vention, nothing is exacted from him by the proposed recording fee.
Once he has successfully sold his invention it seems not unreasonable
to require the purchaser of that property to pay a fee for the privilege
of recording the valuable interest transferred to him.

6. Argument that the fee structure discriminates against patentees.—
The objection may be made that this bill does discriminate against
patentees and assignees. The attempt has been made, however, to
use judgment in allocating the fee cost as between applicants, pat-
entees, and assignees in order to ebtain beoth the necessary incentives
to good practice and the necessary revenue.

For example, the charge of $10 per page of printed specification
and $2 for each sheet of drawing is a charge designed to reduce excess
verbiage in applications as filed. To this extent, the applicants whose
applications are abandoned do not pay this charge for complexity and
length, and it is instead borne by the patentees.

It is our judgment that those who are successful in obtaining
patents may to some extent be required to pay for the cost of the
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examination of unsuccessful applications. Even so, the issue fee is
still much below the actual cost of examining and issuing patents.

Maintenance fees are more favorable to applicants than to patentees
for applicants will not bear the maintenance fees at all. But 4 or
5 years after the patent issues, the patentee is in better position to
judge whether his invention is worth paying the renewal fee. If it is
worthless, he skips the fee and the patent lapses. If it has value—as
little as $50—he pays the fee and is confirmed in his rights and
benefits.

In all these cases, to some extent, the bill proceeds on the theory
that beneficiaries of issued patents should bear part of the burden of
the Pzi,tent Office and the patent system which made these benefits
possible.

This is not a naked ability-to-pay principle. As between the appli-
cant and the patentee, the examination system is for the patentee,
not the applicant. The Patent Office and 1ts examination system are
great hurdles to the applicant; they are great safeguards to the
patentee. The applicant must convince the Patent Office that his
wmvention is patentable over all the world’s prior art. This may be
an arduous task. The patentee, however, because of the examination
in the Patent Office and his success in the Patent Office, has a legal
presumption of the validity of his patent and protection against the
award of patents to rivals later claiming the same subject matter.
Therefore, it is not at all unreasonable that the patentee share more
significantly than the applicant in the cost of maintaining the Patent
Office and the examining system.

Opposition to maintenance fees is by no means universal. The Pro-
ceedings of the Patent, Trademark and Copyright Section of the
American Bar Association after the 1961 St. Louis meeting reported
(pp. 59-60):

Robert C. Watson [the former Commissioner of Patents]
* * * 3aid that during six trips to Europe during his service
as Commissioner of Patents he asked two questions of the
heads of foreign patents offices. These were: First, Is there a
full cost recovery in your country of the cost of operation
of the Patent Office? The answer always was “Yes.” Sec-
ond, Is there any disposition by any elements in your coun-
tIRIf to eliminate maintenance fees? The answer was always
111 0. b

He saw many advantages to the adoption of a system of
such fees * * *

Mr. Watson testified to like effect at the 1962 hearing on H.R. 10966.

The bill makes every effort, in our opinion, to place the least possible
burden on the individual seekmg to present his invention and deter-
mine its value, if any. There can be no possibility that the incentive
to invent is weakened.

SUMMARY OF THE COMMITTEE’S CONCLUSIONS

Most, of the foregoing is based on the painstaking, thorough, and
detailed presentation made on behalf of the Patent Office at the 1962
hearing. The committee belie t the need for general fee in-
creases has been demonstrated beyond peradventure of doubt. The
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issue is one of financial respounsibility. As to this, most, if not all,
witnesses concur.

With respect to the precise detail and method by which increased
Patent Office income should be augmented, there is, of course, room
for diversity of opinion. The committee heard many diverse pro-
posals and objections to various of the bill’s provisions; particularly
to those instituting maintenance fees. In the opinion of the com-
mittee, however, none of these alternative proposals and none of
these objections prevail against the presumption that the Patent
Office, itself, with its firsthand awareness of its own operations, is
best qualified to say how the money should be raised. The com-
mittee recommends the enactment of H.R. 8190 in its entirety.

f..
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APPENDIXES

APPENDIX A

THE SECRETARY OF COMMERCE,
Washington, D.C., June 14, 19685.
How. Joun W. McCorMACK,
Speaker of the House of Representatives,
Washington, D.C.

DEear Mr. SPEAKER: In accordance with the President’s budget
message, | am enclosing four copies of a draft of legislation to fix the
fees paynble to the Patent Office and for other purposes together
with a summary statement of purpose and need for the proposed
legislation and a section-by-section analysis.

This legislation implements the policy set forth in the budget mes-
sage of (,haro'mcr appropriate fees for special benefits or privileges
provided to users and beneficiaries. We are convinced that the sub-
stantial benefits derived by inventors from the operation of the
patent system clearly justify the changes proposed.

We are advised by the Bureau of the Budget that submission of
this proposed legislat,ion to the Congress would be consistent with the
administration’s objectives.

1 urge prompt enactment of the enclosed bill in the interest of
sound administration of the patent system.

Sincerely yours,
Lurner H. Hobers, ,
Secretary of Commerce.

AprPENDIX B

Execurive OFFICE OF THE PRESIDENT,
Bureau oF THE BUDGET,
Washington, D.C., April 18, 1962.

Hon. Epwin E. WrLLis,

Chairman, Subcommittee on Patents, Trademarks, and Copyrights of
of the Committee on the Judwmry, House of Representatives,
Washington, D.C.

Dear Mr. CuaiemMaN: Reference is made to the statement of
Commissioner of Patents David L. Ladd in support of H.R. 10966, a
bill to fix the fees payable to the Patent Office, and for other purposes.
This letter sets forth the general policy of the administration on the
matter of charges for Government services rendered to identifiable
recipients, as well as our views on the merits of the subject bill.

In the conduct of their various activities many Federal agencies
are required to provide certain services, supply products, or authorize
the use of public resources which convey special benefits to identifiable
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recipients above and beyond those which accrue to the public at
large. In fairness to the taxpayer, who carries the major burden of
support of Federal activities, the Government has adopted the policy
that the recipient of these special benefits should pay a reasonable
charge for the service or product received or for the resource used.

The Congress gave statutory expression to this basic principle in
title V of the Independent Offices Appropriation Act of 1952 (5 U.S.C.
140) which established as an objective that services rendered to special
beneficiaries by Federal agencies should be self-sustaining to the fullest
extent possible. It is our opinion that the patent system does provide
such a special benefit to identifiable recipients—i.e. the inventors,
applicants, and holders of patents—and that accordingly these bene-
ficiaries should bear a fair share of the cost of the system’s support.
The monetary value of rights acquired through the patent system is
often very large. A large subsidy to the system is not necessary to
protect the public. In fact, the bill seeks only to restore the well-
established principle that the patent system should be substantially
self-supporting by providing for fees which are commensurate with
current needs.

At present many problems bear heavily on the Patent Office. The
complexity of applications and mounting search load have reduced
the production of examiners and forced a persistent expansion of the
size of the examining corps. In addition, salaries, printing, and other
elements of continuing overhead cost are sharply increased. A major
new effort is being initiated in research aud development which will
require increased support. In order to overcome severe problems
created by personnel turnover and excessive backlogs, attention is
also being focused on the need for additional space and the moderni-
zation of examining facilities.

Action by the Congress to modernize patent fees will contribute to
the improvement of the patent system in at least three ways. First,
the fee structure which would be introduced by enactment of H.R.
10966 will provide remedies to certain inefficient practices by reduc-
ing the number of unnecessarily complicated claims and inactive pat-
ents. Second, the additional revenues generated by increased fees
will at least partially offset the cost of providing desirable improve-
ments in the range and level of Patent Office services. Finally, en-
actment of the bill will provide important evidence of the determina-
tion of the beneficiaries of the patent system to join with the Govern-
ment in accomplishing whatever improvements may be necessary to
presegve this country’s traditional system of patent examination and
award.

To sumimarize, it is our position that H.R. 10966, by updating the
patent fee structure, provides for recovery of a fair share of the costs
of the Patent Office through a fair and reasonable system of fees.
Furthermore, the revisions to the fee structure incorporated in the
bill provide valuable corrective measures which would further bene-
fit the operation of the Patent Office and the patent system. Accord-
ingly, we concur in the intent of the legislation and strongly recom-
mend its enactment. ,

Sincerely yours,
Davip E. Bewr, Director.
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CHANGES IN EXISTING LAW

In compliance with clause 3 of rule XIII of the House of Repre-
sentatives, there is printed below in roman existing law in which no
change is proposed by the bill as here reported, with matter proposed
to be stricken by the bill as here reported enclosed in black brackets;
new language proposed by the bill as here reported is printed in italic:

Trrue 35, Unirep StatEs CoDE

* * * * * * *

Sec. 41. Patent fees.

(a) The Commissioner shall charge the following fees:

1. On filing each application for an original patent, except in design
cases, [$30, and $1 for each claim in excess of twentyl $50; n
addition, on filing or on preseniation at any other time, $10 for each
claim in independent form which is in excess of one, and $2 for each
claim (whether independent or dependent) which s in excess of ten.
Errors in payment of the additional fees may be rectified in accordance
with requlations of the Commissioner. .

2. [On] For issuing each original or reissue patent, except in design
cases, [$30, and $1 for each claim in excess of twenty] 8§75 ; in addition,
810 for each page (or portion thereof) of specification as printed, and $2
for each sheet of drawing.

3. In design cases:

a. On filing each design application, $20.
b. On issuing each design patent: For three years and six months,
$10; for seven years, [$15] $20; and for fourteen years, $30.

4. On [every] filing each application for the reissue of a patent,
[$30 and $1 for each claim in excess of twenty over and above the
number of claims of the original patent] $50; in addition, on filing or
on presentation at any other tume, $10 for each claim in independent form
which is in excess of the number of wndependent claims of the original
patent, and 32 for each claim (whether independent or dependent) which
18 1n excess of ten and also in excess of the number of claims of the original
patent. Errors in payment of the additional fees may be rectified in
accordance with regulations of the Commassioner.

5. On filing each disclaimer, [$10] $15.

6. On an appeal for the first time from the examiner to the Board
of Appeals, [$25.] $100. If an oral hearing 1s not requested prior to
any consideration by the Board, 850 of the $100 fee will be refunded; or,
alternatively, if the appeal is withdrawn prior to any consideration by
the Board, all of the fee over $25 will be refunded.

7. On filing each petition for the revival of an abandoned applica-
tion for a patent or for the delayed payment of the fee for issuing
each patent, [$10] $15.

8. For certificate [of correction of applicant’s mistake] under
section 255 or under section 256 of this title, [$10] $15.
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9. As available "and +f in print: For uncertified printed copies of
specifications and drawings of patents (except design patents), 25
cents per copy; for design patents, 10 cents per copy ; the Commissioner
may establish a charge not to exceed 81 per copy for patents in excess of
twenty-five pages of drawings and specifications and for plant patents
printed in color; special rates for libraries specified in section 13 of this
title, $50 for patents issued in one year.

10. For recording [every] each assignment [, agreement, or other
paper not exceeding six pages, $3; for each additional two pages or
less, $1; for each additional patent or application included in one
writing, where more than one is so included, 50 cents additional.}
of an application or a patent, $20; for recording any other paper, $20.

11. For each certificate, $1.

12. For maintaining a patent (other than for a design) in force:

a. beyond the fifth anniversary of the vssue date of the patent, $50;
?1. beyond the ninth anniversary of the issue date of the patent, $100;
an
$120 beyond the thirteenth anniversary of the issue date of patent,

13. For delayed payment of a maintenance fee, 325.

(b) The Commissioner may establish charges for copies of records,
pgblications, or services furnished by the Patent Office, not specified
above.

(¢) The fees prescribed by or under this section shall apply to any other
Government department or agency, or officer thereof, except that the Com-
maissioner may waive the payment of any fee for services or materials
i cases of occasional or incidental requests by a Government department
or agency, or officer thereof.

AnavLysts oF CHAPTER 14 oF TrTLE 35, UniTED STATES CODE, IMMEDI-

ATELY PRECEDING SEcTION 151
See.

151. Issue of patent. [Time of issue of patent.]
'152. Issue of patent to assignee.

153. How issued.

154. Contents and term of patent.

155. Maintenance fees.

§ 151. Issue of patent [Time of issue of patent.]

[The patent shall issue within three months from the date of the
payment of the final fee, which shall be paid not later than six-months
after written notice to the applicant of allowance of the application,
but the Commissioner may accept the final fee if paid within one year
after the six month period for payment, and the patent shall issue.]

If it appears that applicant 1s entitled to a patent under the law, a
‘written notice of allowance of the application shall be given or mailed to
the applicant. The notice shall specify a sum, constituting the issue fee
or a portion thereof, which shall be paid within three months thereafter.

Upon payment of this sum the patent shall issue, but if payment is
not ttmely made, the application shall be regarded as abandoned.

Any remaintng balance of-the issue fee shall be paid within three
months from the sending of a notice theregf and if not paid, the patent
shall lapse at the termination of this three-month period.

If any payment required by this section is not timely made, but is
submitted with the fee for delayed payment wrthin three months after the
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due date and sufficient cause is shown for the late payment, it may be
accepted by the Commissioner as though no abandonment or lapse had
ever occurred.

* * * * * * *

Sec. 154. Contents and term of patent

Every patent shall contain a short title of the invention and a grant
to the patentee, his heirs or assigns, for the term of seventeen years,
subject to the payment of issue and maintenance fees as provided for in
this title, of the right to exclude others from making, using, or selling
the invention throughout the United States, referring to the spec-
ification for the particulars thereof. A copy of the specification and
drawings shall be annexed to the patent and be a part thereof.

§ 155. Maintenance fees

(@) During the term of a patent, other than for a design, the following
fees shall be due:

(1) a first maintenance fee on or before the fifth anniversary of the
1ssue date of the patent;

(2) a second maintenance fee on or before the ninth anniversary of the
1ssue date of the patent; and

(3) a thard maintenance. fee on or before the thirteenth anniversary of
the issue date of the patent.

In the case of a reissue patent the times specified herein shall run from
the date of the original patent.

(b) A grace period of six months will be allowed in which to pay any
marntenance fee, promded it 1s accompanied by the fee prescribed for
delayed payment.

(¢) The first and second maintenance fees may be deferred in accordance
with subsection (f) of this section.

(d) A patent will terminate on the due date for any maintenance fee
unless, as provided for in this section, the fee due (including any fees
previously deferred) is paid or a statement an accordance with subsection
(f) of this section requesting deferment is filed. Such termination or
lapsing shall be without prejudice to rights existing under any other
patent.

(e) Notice of the requirement for the payment of the maintenance fees
and the filing of statements in compliance with this section shall be
attached to or be embodied in the patent. Approzimately thirty days
before @ maintenance fee is due, the Commissioner shall send a separate
notice thereof to the patentee and all other parties having an interest of
record -at the addresses last furnished to the Patent Office. {Irrespective
of any other provision of this section, a maintenance fee may be paid
within thirty days after the date of such separate motice.

(f) Any inventor to whom a patent issued (or his heirs) and who owns
the patent may within siz months of the fifth anniversary of the issue date
of the patent (by o statement under oath) request deferment of the first
maintenance fee if the total benefit received by the inventor or any other
party having or having had any interest in the subject matter of the patent,
from, under, or by virtue of the patent or from the manufacture, use, or
sale of the invention, was less in value than the amount of the fee, and the
statement so specifies.” The fee shall thereupon be deferred until the time
the second maintenance fee is due and shall be paid in addition to the
second maintenance fee.
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“Any inventor to whom a patent tssued (or his heirs) and who owns
the patent may within six months of the ninth anniversary of the tssue
date of the patent (by a statement under oath) reguest deferment of the
second maintenance fee (and further deferment of the first maintenance
Jfee if such fee Kas been deferred) if the total benefit recerved by the inventor
or any other party having or having had any interest in the subiect matter
of the patent during the preceding four years, from, under, or by virtue of
the patent or from the manufacture, use, or sale of the znventzon was less
in value than the amount of the second fee and the statement so specgﬁes
The second fee, or the first and second fees, as the case may be, shall there-
upon be deferred until the time the third maintenance fee 1s due and shall
be paid in addition to the third maintenance fee and with the same result
if not paid. No deferment of any of the fees beyond the thirteenth anni-
versay of the issue date of the patent shall be permitied and the patent will
terminate at the end of the thirteenth anniversary of the issue date unless
all maintenance fees are paid in accordance with. the provisions of this
section.

* * * * .“* * ) *

Acr oF Jury 5, 1946 (CH: 540, 60 Start. 427; 15 U.S.C. Sc. 1113)
AS AMENDED

Sec. 31. Fees and charges

(a) The following fees shall be paid to the Patent Office under this
Act:

1. On filing each original application for registration of a mark in
each class [on either the principal or the supplemental register, $25;]
835.

2. On filing each application for renewal in each class, $25; and on
filing each apphcatlon for renewal in each class after explra,t,lon of the

registration, an additional fee of $5[;]).

8. On ﬁl'ung an affidavit under section 8(a). or section 8(b), $10. [on
filing notice of claim of benefits of this Act for a mnrk to be published
under section 12(c) hereof, $10;J

4. On filing each petition for the revival of an abandoned application,
815, E;X°

5. '(:)n filing notice of Opposltlon or apphcamou for cancellation, $25..
L]

6. On appeal from an examiner in charge of the registration of marks
to the Trademark Trial and Appeal Board, $25. [ ]

7. For issuance of a new certificate of reglstlatlon following change
of ownersHip of & mark or correction of a 1eglstrant’s mistake, [$10;]
$15.. :

8. For certificate- of [$10] correction of registrant’s mistake or
amendiment after registration, [10;] $15.

9. [for manuscript copies, for every one hundred words or fraction
thereof, 10 cents; for comparing other copies, 5 cents for every one
hundred words or fraction thereof;] For certlfymg in any case,
[additional, ] $1. E; for each additional registration or apphcatlon
which may be included under 2 single certificate, 50 cents additional ;]

10. For filing each disclaimer[, amendment, surrender or cancella-
tion] after registration, [$10;] $15.

[For abstracts of title: For the search, one hour or less, and cer-
tificate, $3; each additional hour or fraction thereof, $1.50; for each
brief from the digest of assignments of two hundred words or less $1.3
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EFor certificate that trademark has not been registered—search.
and certificate (for deposit in foreign countries only), $3.]

[For title reports required for office use, $1.] . o

[For a single printed copy of statement and drawing, 10 cents; if
certified, for the grant, additional, $1; for the certificate, $1; if re-
newed, for copy of certificate of renewal, additional, $1.] A

[For photographic copies of records and drawings, the reasonable
cost of making them.] '

11. For printed copy of registered mark, 10 cents.

12. [for]} For recording [every] each assignment of a registration,
820; for recording any other paper, $20. [or other paper not exceeding
six pages, $3; for each additional two pages or less, $1; for each addi--
tional registration or application included, or involved in one writing"
where more than one is so included or involved, additional, 50 cents.]

18. On filing notice of claim of benefits of this Act for a mark to be
published under section 12(c) hereof, $10 ;1. oo

() The Commissioner may establish charges for copies of records,
publications, or services furnished by the Patent Office, not specified above.

(¢) The Commissioner [shall] may refund [fees] any sum paid by
mistake or in excess. :

Anavysis oF CuarTER 27 oF TiTLE 35, UNiTED StaTES CoODE,
: IMMEDIATELY PRECEDING SECTION 266

Sec.
[266. Issue of patents without fees to Government employees.] -
267. Time for taking action in Government applications.

[§ 266. Issue of patents without fees to Government employees

The Commissioner may grant, subject to the provisions of this title,
to any officer, enlisted man, or employee of the Government, except
officers and employees of the Patent Office, a patent without the pay-:
ment of fees, when the head of a department or agency certifies the
invention is used or likely to be used in the public interest and the
applicant in his application states that the invention described therein,
if patented, may be manufactured and used by or for the Government
for governmental purposes without the payment to him of any royalty
thereon, which stipulation shall be included in the patent.J

SecrioN. 112 oF TirLe 35, UNirEp StaTEs CoDE

§ 112. Specification. .

The specification shall contain a written description of the invention, -
and of the manner and process of making and using it, in such full,
clear, concise, and exact terms as to enable any person skilled in the
art to which it pertains, or with which it is most nearly connected,
to make and use the same, and shall set forth the best mode con-
temglabed by the inventor of carrying out his invention.

The specification shall conclude with one or more claims particularly
pointing out and distinctly claiming the subject matter which the applh-
cant regards as his invention. A claim may be written in independent
or dependent form, and if in dependent form, it shall be construed to
include all the limatations of the claim incorporated by reference into the
dependent claim.
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An element in a claim for a combination may be expressed as a
means or step for performing a specified function without the recital
of structure, material, or acts in support thereof, and such claim shall
be construed to cover the corresponding structure, material, or acts
described in the specification and equivalents thereof.

®)
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