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annual performance agrec:hmt shall incorporate measurable goals as delineated in an
annual performanee p!an agreed to by the Commissioner and the Secrotary.”

Page 13, line 24, stnkc "only for cause’ and insert in lieu thereot‘“ The President shall
“ 7\ provide notification of any such rdnoval to bath Houses of Congress.”

Page 14, llncs 24-25 smkc o ln,ég-‘\o( General and tich 6th=1"'

Page 15, lines 21.22, strike “the Commissioner for the year involved™ and insett “level [I
of the Executive Schedule under section 5313 of Title 8"

Page 16, after line 21, insert tho following new subsection: *“(G) Section 2302(b)(8)
(relating to whistleblower protwection) and whistieblower related provi.smns in Chapter 12
(covering the role of the Office of Special Counset).”

Page 21, line 7, after “develop”, insert “hiring practices,”

Page 21, line 15, deletc “and 3320" and insert “3320, 3502 and 3504"

Page 25, strike lines 14 through 16 and insert “(5) TRANSITION PROVISIONS.~(A) On
or after™

 Page 25, line 18, strike “may” and insert “thc President shall appoint a Comumissioner of
Patents and Trademarks who will” 4

Page 25, line 20, strike “is appointed” and insert “qualifies”

Page 25, line 20, after *(a).”, insert “The Prosident shall not make mare than one such
appointment under this subsection.”

Page 33, strike line 10 . S
Page 33, line 11, strike “(1)" and insert “(a)”

Page 33, strike line 17 and all that follows through page 34, line 11, and insert “(b) -
REPRESENTATION BY THE DEPARTMENTOF JUSTICE.—~The United Statcs Patent and -

Trademark Office shall be deemod an agmcy of the Umted States for purposes of 28"
B US C. 516" — . - -
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etary proposals to the Office of Management and
Budget or changing or proposing to change pal-
ent or trademark user fees or patent or trade-
mark requlations.

“(D) SECURITY CLEARANCES.—The Com-
missioner, in consultation with the Director of
the Office of Personnel Management, shall main-
tain a program for identifying national security
positions and providing for appropriate security
clearances.

“(3) TErRM—The Commassioner shall serve a

term-of 5 years, and may continue to serve afler the

expiration of the Commissioner’s term until a succes-

sor is appointed and assumes office. The Commais-
sioner may be reappoinied to subsequent terms.

“( 4) OATH—The Commassioner shall, before tak-
g office, take an oath to discharge faithfully the du-
ties of the Office.

“(5) COMPENSATION—The Commissioner shall
receive compensation at the rate of pay in effect for

level IT of the Executive Schedule under section 5313
[FEEFoRMaME UTENT ]

of title .5/

“(6) REMOVAL.—The Commissioner may be re-

£ 0 VA

moved from office by the Prestdjlnéenly-fbﬁ-eame awﬁ-ﬁu‘m{_.mr.é

o@évgme;-—
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I N | THE SECRETARY OF GOMMERCK
a\ Ji Washingtor, D.C. 20230
o o

SEP 12 0%

Honorable Carlos J. Moorhead
. Chaiimaun, Subcommittee on Courts
and Intellectual Property
Cumittee on cthe Judiciary
House nf Reprasentatives
wushington, D,C. 20515-6219

Dear Mr, Chairman:

T'hank you  for your letter xegarding Title I of H.R. 3460, The
Department of Commerce 1s pleadrd that we havc been able Lu WOk
together in a truly bipartisan effort to "reinvent" the Patent
and Trudemark Office. We Appreciate your otaff's and Ranking
Member Schroedor’s staff’s work to address the Administration's
concerns with Title 7. The Adminictraotion believes that the
changes that we bhave cratted together in the en banc floor
manager’s amendment will craate an organizatium consistent with
the essential principles of the Vice President’s vision for a
Performance Baned Organigation, te further our mutual goal of
creating a more efficlent and effective patent and trademark .
pffice. Tn light of theoc changes, Lhe Administration strongly

yupports House passage of H.R. 3460 with the en banc manager’'s
amandment .

Tt ie our joint vision to have &4 more businesp-like patent.and
trademark organization that can better serve the public and the
innovatorn whose ildeas awe the engine of growth for our economy.
By granting tha new organization operational flexibility in
exchange for greatwur accountability for achieving measurable
goals, delineated in an annual performance agreement hetween the
Secretary of Cummerce and the Commissioner, the bill makes that
" wvisien a reality.

It ie also our joint view that the Executive Branch must, ae you
put liL, "be able to establish an integrated policy on commercial
and technology iggues." By makirg clear that the bill.decp not
alter the Secretary ©of Commerce’s ptatutory respongibility for
directing patent and trademark policy with respect to the duties
vl the Pacent and Trademark Offlice, we have ensured the
continuity of appropriste volicy direction and oversight.

We-;iso believe that othex changes ynu -have added to address T —
Administration concerns, euck as ensuring that there is - =
independent Inspector General oversight and adequate pesgonnel

safeguards, will strengthen accountability mechanisme that we all -
endorgse. The Administration {e also pleanscd that the en Banc '
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manager’s amendment addrespes the central Constitutional and
policy concerns of Lhe Department ot Justice with Title I.

We are conmliLied to continuing Lo work together -this year and in
the future to pexfect this bipartisan cffoxt to invelnt anaw the
Patent aud Trademark Drtice o that it will remain one of the
Nation's most important resources for protecting and encouraging
Lhie preeminence ¢t American imnovation. We believe, for example,
that there is etill furthor work that we must do ro addreass our
concerns in the area of procurement, where we belleve that the
examptions are broadexr than necessary to provide tha flexibili
ties required. :

H.R. 3460 contains five other titles that we belleve will
substantially improve the level nf patent protootilon provided in
the United Stateg. These patent reforms are supporteé by the
Administration and are of great importance to the Nation’s
economic competitiveness. We hope that they can be enacted in
legislation this sesrion.

Title IY provides fnor the publication of patent applications
eighteen months after the date on which they are filed or from
the date on which the earliest xmcferencved appllcation was tiled.
This publication will help prevent economic digruption by those
who now delay the grant of patents to extend thelr period of
protection untairly. It will also promote patent law
harmnnization that in the longexr tedm will make it eagier and
cheaper for our small businesses and individual inventors to
ohtain protection abroad, as well as discouraging duplicative
vesearch. As a pafeguard for those whose applicationa are
publighed, it establishew a provisional patent rjight that allowe
a patent owner to cbtain a reasonable royalty if, between the
datc of publicatiuvn and the date of grant, another party
infringes an invention substantially identically claimed in the
published applliuation and the patent. Also, it makes some ,
administrative delays a basig for extension of tha paternt term,
to ensucre that diligent applicants are fully protected,

TiLle IIY creates a defense to an infringement action for partios
that can establish prior use in commerce, including use inthe )
deslygn, tosting, or production im the United States of a prodult

or service bafore the date a patent application was filad in the
vnited states or before the priority filing date. Thip ensures -
that inventorg, who do not Seek patent protection, will not be
_precluded unfairly from practicing their invention by other
inventors who later -obtain patent protection for the camg™
invention. =L =T o

— o tre - b S—— | —
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Titlae IV ie aimed at ensuring cvhat inventereo are fully inlourmed
prior to entering into a contract for invention development
gervices. It alsn provides a oauce of action if the service
provider makes fraudulent claims or negleécte to disclose material
informarinn to the invaentor. :

™tle V amendg the patent reexamination procedure to allow
greaater participation of third parties who request reexamination
and expandc thc grounds for examiualion. Bnhanced reaxamination
procedures will provide a less expenmive and more timely
alternative to coatly patent litigation,

Lastly, Title VI contalne several miscellaneous or “houeekeeping
amendmente, ineluding one to engure that our law provides
privrily consistent with our obligations to WIO countries and one
to ‘authorize submission of patent applications through sleatrnnic
media., However, the Dapartment of Juatice opposes saction 604
and the Administration urges that this provision be daleted. The
recovery ot attorneys’ fees by individuala and small businesses
from the Government in case@ brought pursuant to 28 U.8.C.

§ 1498 (a) is already provided in the BEqual Acvcess to Justice Act
(EAJA), 28 U.S.C. § 2412(d). By contrast to RAJA, poction 604
would provide for attorneys' fees even where the position taken
by the Government is substantially justified by the law. Thie
provision would, in facl, place the Government in a worse
position than a private defandant in a patent infringement suit,
againgt whom attorney fees can be awarded in "exeeptional® cases,
The proviesiona would discourage appropriatc asttlements aud
engender unnecessary litigation, by allowing private litigants to
reject reanonahle settlement offern safe in the knowledge that
the Government will pay their attorneys’ feeg even if they are
awarded damages leer than thc settlement olfer., For these
‘reasone, the Administration will continue to seek deletion of
Saction 604 beforc final Congressivual action on this
legislation.

Once again, we thank you for your commitment te working together
in the mpirit of bipusilisan Cooperation to c¢raft legislation that -
provides for important patent. reforms to help to engure ouy
nation’s coulinued economic growth. The Administration strongly
supportes House passage of H.R. 3460 with the en banc wmanager’s
amenduent . '

8ine
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QOption A:; In the event the President removes the Commissioner@ ¢

Patents and Trademarks, the President shall notify both Houses of §
Congress and should, to the extent he deems it appropriate,
communicate the reasons for the removal.

Option B: In the event the President removes the Commission
Patents and Trademarks, the President [shall/should] communi

uie of the Qffice of the Presiden

: In the event the President removes the Commission®
atents and Trademarks, the President [shall/should] communicae
the reasons for any such removal to both Houses of Congress, excep®
to the extent that the President determines[, in his sole
digcretion,] that communicating the reasons for removal would be
inconsistent with effective administration and supervision of the

executive branch [or would otherwige interfere with the exercise of

the powers or dutieg of the Office of the Pregident].

ined language makesd ¥ sh o believe ue
S 0T} e provision even i1f that lang'uage is not

included. _
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Memorandum
Subject 7 Date
Proposed amendments to H.R. 3460 September 10, 1996
To From
Andrew Fois Randolph D. MOSSKZEi}L/y
Assistant Attorney General Deputy Assistant

Attorney General

We have reviewed the proposed letter of the Department of .

Commerce setting forth the Administration’s views on H.R. 3460. We
suggest one revision. After the last full paragraph on the first
page of the letter (which concludes with a reference to the
constitutional and policy concerns of the Department of Just1ce),
add the following new paragraph:

The amendment itself, however, raises a new concern in that it
would impose a requirement that the President "communicate the
reasons for” removing the Commissioner to both Houses of Congress.
The Constitution’s very structure suggests the importance of
maintaining the hallmarks of "executive administration essential to
effective action.” Myers v. nited ates, 272 U.S. 52, 134
(1926). The President’s removal power is an important tool for
achieving this goal. The amendment’'s practical effect could well
be to disrupt the President’s ability swiftly to discharge an
official in whom the President loses confidence. As such, the
reporting requirement may in its practical operation function as a
barrier to effective executive administration.




EXECUTTIVE OFFICE OF T HE PRESIDENT
10-Sep-1996 03:50pm

TO: (See Below)

FROM: Jeffrey A. Weinberg

Office of Mgmt and Budget, LRD

SUBJECT: Update on HR 3460 - Patent Reform

I understand from Commerce staff that:

1. The letter has not been sent but Commerce staff and Peter
Jacoby have discussed it with subcommittee staff.

2. Subcommittee staff have rejected the Counsel’s Office
substitute language on removal of the Commissioner. Hill staff
have offered a floor colloquy saying that the intent of the
provision in the manager’s amendment is notification of Congress
of removal by the President.

3. Subcommittee staff say that Justice’s problem with gsection 604
of the bill - attorneys’ fees - is for the Administration to work
out with Rep. Frost, the sponsor of the provision.

4. Subcommittee staff are pressing for a letter of unqualified
Administration support for House passage of the bill, with the
current manager’'s amendment - without any mention of items 2 and 3
above.

Peter Jacoby may be contacting you and Justice to discuss.
Distribution:

TO: John A. Koskinen
TO: Deborah L. Shaw
TO: Dorothy Robyn
TO: Elena Kagan

CC: Kenneth L. Schwartz
CC: Louisa Koch

CC: Robert Nabors

CC: Jonathan D. Breul
CC: James C. Murr

CcC: James J. Jukes

CC: Robert @G. Damus

CC: Steven D. Aitken
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Option A: In the event the President removes the Commissioner of
Patents and Trademarks, the President shall notify both Houses of
Congress and should, to the extent he deems it appropriate,
communicate the reasons for the removal.

Opticn B: In the event the President removes the Commissioner of
Patentg and Trademarks, the President ([shall/should] communicate
the reasons for the removal to both Houses of Congress to the
extent that the President determines], in hig sole discretion,]
that communicating the reasons for the removal would be consistent
with effective administration and supervigsion of the executive
branch Jand would not otherwise interfere with the exercise of the
powers or duties of the Office of the President].

Option C: In the event the President removes the Commissioner of
Patents and Trademarks, the President ([shall/should] communicate
the reasons for any such removal to both Houses of Congress, except
to the extent that the President determines|, in hig sgole
discgretion,] that communicating the reasons for removal would be
inconsistent with effective administration and supervision of the
executive branch [or would otherwige interfere with the exercise of
the powers or dutieg of the Office of the President].

* underlined language makes clear what we believe would be the
correct construction of the provision even if that language is not
included.
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EXECUTIVE OFFICE -OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

DEPUTY DIRECTOR
FOR MANAGEMENT

September 10, 1996

TO: Elena Kagan
FROM: John A. Koskinen
RE: HR 3460
My email system is down so I’m faxing my response to you re: the above. The proposed
language is acceptable to me. ' .
ce: Weinberg
K. Schwartz
D. Robyn
Nabors
Mozingo
Koch

Gaisford



In the event the President removes the Commissioner of Patents
and Trademarks, the President should communicate the reasons for
any such removal to both Houses of Congress, except to the extent
that the President determines, in his sole discretion, that
communicating the reasons for removal would be inconsistent with
effective administration and supervision of the executive branch
or would otherwise interfere with the exercise of the powers or
duties of the Office of the President.
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DRAFT

Honorable Carlos J. Moorhead

Chairman, Subcommittee on Courts
and Intellectual Property

Committee on the Judiclary

House of Reprepentatives

Washington, D.C. 20515-6219

Dear Mr, Chairman:

Thank you for your letter regarding Title I of H.R. 3460. The
pDepartment of Commerce is pleased that we have been able to work
together in a truly bipartisan effort to "reinvent® the Patent
and Trademark Qffice, Wwe appreciate your staff’s and Ranking
Memher Schroeder’s staff’'s work to address the Administration’s
eomearns with Title I, The Administration believes that the
changes that we have crafted together in the en banc flcor
manager's amendmanrt have created a bill that embodies the
esdential principles of the Vicve President’'s vision of a
Porformance Based Qrganizatimom, tn further our mutual goal of
creating a more efficient and effective patent and trademark
affice.

It i¢ our joint vipien to have a more busineges-like patent and
trademark organization that can better serve the public and the
innovators whome ideas are the cnginc of growth for our coenomy.
By granting the new organization operational flexibility in
exchange for greater accountability for achieving measurable
results, the bill makes that wvisien a reality.

It ie aleo our joint view that the Executive Branch must, as you
put it, "pe able tuv establlsh ai luleyialed pullcy vn Conmerclal
and technology issues." By making clear that the bill dows not
alter the Secretary of Commerce’s statutory responsiblility for
directing patent and trademark policy, we have ensured the
continuity Ot appropriate policy direction and oversight.

We alsoc believe that other changes that you have added to address
Adminigtration concerns, such as ensuring that the thare is
independent Inspector General oversight and adequate personnel
safequards, will strengthen accountability mechanisms that we all
endorse. The Administration is also pleased that the en banc
managey's amendment addreepes the gentral Constitutional and
policy concerns of the Department of Justice with Title I.

We are committed to continuing to work together this year and in
the future, as necessary, to perfect thie bipartisan effort to
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invent anew the Patent and Trademark Office so that it will
remain one of the nation’s most lwporlant resuurves for
protecting and encouraging the preeminence of American
innovation. We pelieve, for exampie, that there 1 srill further
work that we mugt do to sddreess our concernsg in the areas of
procurement, where we belleve that the exemptions are broader
than neceasary to provide the flexibilities required.

H.R. 3460 contains five other titles that we believe will
supstantially improve the level of patent protection provided in
the United States. These patent reforms are supported by the
Adminigtration and are of great importance to the Nation’s
weonomic competitivenessa, We hope that they can be enacted in
legislation this session. '

Title 1II provides for the publication of patent applications '
sighteen montnhe afrer the dite on which they are filed or from
the date on which the earlicst referenced application was filed.
This pubiirarion will halp prevent economic disruption by those
who now delay the grant of putente to extend thelr pericd of
protaction unfairly. It will also promnte patent aw
harmonization that in the lonyger term will make it easier and
cheaper for our small businesses and individual inventors to
obtain protection abroad, as well as digeouraging duplicative
repearch. . Ag o oafoguard for thope whose applications aze
published, it establishes a proviaional patent right that allows
u palent owner te cbtain a rcaosonablc roynlty if, between the
date of publication and the date of grant, another parcy
iafringes an invention substantially identically claimed in the
published application and the patent. Also, it makes some
admltaloliatlve delays a basis for extension of the patant caym.

Title TIT creates a defeuse Lo an lulolagawnt acllion [Or pariies
that can astablish prior use in commerce, including use in the
design, testing, or production in the United States of a product
or service before the date a patent application was filed in the
United stateg or the betore thée priority £illinyg date, 'I'his
ensures that inventors, who do not geek patent protection, will
not be precluded unfairly from practicing their invention by
other inventors who later obtain patent protection for the same
invention.

Title IV is aimed at ensuring that inventors are fully informed
prior to entering into a contract for invention development
gervices. It aleo provides a cause of action if the gervice
provider makes fraudulent claims or neglects to discloge matexial
information to the inventor,

Title V amende the patent reexamination procedure to allow
greater participation of third parties who reguest reexamipation
and expande the grounds for examination, Enhanced reexamination
procedures will provide a lese expensive and more timely
alternative to costly patent litigation.
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Lastly, Title VI contains several miscellaneous or “housekeeping®
umeddioeats 1ncluding one to ensure our law providea priority
“consistently with vur obllgations to WIro countries and one to
authorize submlsslon vl paLent applications through electronic
madia, However, section 604 of Title VI is of concexrn to the
pepartment of Justice. The reasuls [ut Lheir concern are
attached to this letter. We hope that we will be able to improve
this provision, as we nave 80 much else in the bill.

Once again, we thank you tor ycur commitment to working togethey
in the spirit of bipartisan cocperation to craft legiglation,
aupported by the Administyation, that provides tor important
patent reforms to help to ensure our nation’s continued economic
growth. _

Sincerely,

Enclagure
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Additional Comments on H.R. 3460

The Department of Justice iy vppused Lo sectlun 604 uwl TiLle VI,
The recovery ot attorneys’' fees by individuals and small

. businesses from the Government ln cases brought pursuant to
28 U.$.C. § 1498{a) is already provided in the Eqgual Access to
Justice Act (EAJA), 28 U,5.C. ¥ 2412(4). By contrast LO BAJA,
section 604 would provide for atrorneys’ fees even where the
position taken by tha Government is substantially justitied by
the law. This provieilon would, in fact, place the Government in
a worse position than a private defendant in a patent infringe-
ment guit, against whom attorney feea can be awarded in
"exceptional' cases. The provisions would discourage appropriate
pettlemunis and engender unnecessary litigation, by allowing
private litigants to reject reasonable settlement offers safe in
the knowledge that the Government will pay their attorneys’ fees
even if they are awarded damages legs than the settlement offer.



-88P-09-1996 15:56 T0:175 - B KAGAN FROM: JULIA YUILLE P, 7/9

EN BANC AMENDMENT TO W.R. 3460
OFFERED BY MR. MOORHEAD

Page 4, sirike linos 17-23, wid iuscet in licu thereof the following:

“(b) OFviCES ~The United States Patent and Trademark Office shall maintain iy
principal office in the metropolitan Washington, D.C. area, for the service of process and
pepers and for the purpose of carrying out itk powers, duties and obligations under this
Act, The United States Patent and Trademark Office shall be deemed, for the putposes of
veaue in civil actions, to be e resident of the district in which its principal offics is
located. The United States Patant and Trademark Office may egtabligh sateflite offices in
‘such places as it considers necessary end appropriate in the conduct of its business,”

Page &, ine 10, insert *, under the policy directivn ol tie Seccetary of Coramerss,” after
“Office” '

Page 11, strike ine 3 and all that follows through lins 6

Page 11, insert aRer Jine 6 “(¢) CONSTRUCTION.--Nothing in this section shall be
construed fo nullify, void, cencel or interrupt any pending voquest-for-proposal let or
contract iasuad by the Goneral Services Adininistration for the apocific purpose of
relnoating or leazing space to the United States Patent and Trademark Office.”

Page 12, line 4, after “manner”, insert vand shall steive to meet the goals set forth in Lhe
performance agreement described in subseotion (3) below”

Page 12, lines 6-7, insert “, and under the policy direction of.” after “through”
~ Page 12, lines 14-15, insert “, and under the policy dircction of,” after “through™
Page 13, line 21, delete “Jevel U and insort “level IIF,

Page 13, iime 22, after “title 5* Innert ‘and, in addition, mey recelve as a bopus, an amount
which would raise total corpensation 10 the equivalent of the ievel of the vate of pay in
effect for lovel I of the Excoutive Soheduls under section 5312 of title &, based upon an
evaluation by the Secretary of Commerce of the Cornmissioner’s performance as defined
in an annual performance egreement between the Commissioner and the Secretary. The
annual performance agrecmens shall incorpursie measurable goals as delincatod in an
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: e ageed fp bedu-een the u.fé-c-u.-fai-n«y st He Commily, v
annual performance plan Mm." S e

Page 13, line 24, strike “only for cause” and insert in lisu thereof . The President shall
communicate the reasons for any such removal to both Houses of Congress.”

Page 14, lincs 24-25, stvike “an Inspector General and such other”

Page 15, lines 21-22, steike “the Cemmissioner for the yesr involvad® and insert “level I1
of the Executive Schedule under section 5313 of Title 5"

Page 16, after linc 21, inscrt the following new subsection; “(Q) Section 2302(b)X8)
(relating to whistieblower protection) and whistleblower related provisions in Chapter 12
(covering the rols of the Office of Special Counsel),”

Page 21, line 7, after “develop”, insert “hiring practices,"”

Page 21, line 13, delete “and 3320" and insert #3320, 3502 and 3504"

Page 25, strike Jinea 14 thiough 16 uad insert “(5) TRANSITION PROVISIONS.~(A) On
or aftey” '

Page 25, line 18, strike “may” aud insert “the President shall appoint a Commissioner of
Patents and Trademarks who will”

Page 23, line 20, sirike “is uppointed” snd insert “qualifies”

Page 25, line 20, after “(u).”, insert “The President shall not make more than one such
eppointment under this subysction.” -

Page 33, strike line 10

Page 33, lne 11, strike “(1)" anud insest *{a)”

Page 33, strike line 17 and all that follows through page 34, line 1 1, and insert “(b)
REPRESENTATION BY THE DDEPARTMENT OF JUSTICE.~~The United States Putvnit und

Tradetoark Office shall be deemed an agency nf the United States for purposes of 28
U.8.C. 516" |
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Page 34, line 12, suike “(4)" and insert “(c)" |

Page 34, strike lina 16 and all that follows through page 36, live 12

Page 36, strike lines 13-24,

Page 37, strike lines 1-17 and redesignxtc following scctions accordingly
Page 38, line 18, insert "“only” after “be used” and bafore “for the”

Page 38, line 23, insert “only™ after “be used” and before “for the”

Page 40, strike line 4 and all that follows through page 41, linc 17, and redesignate
following sections accordingly

Page 41, line 20, strike “otherwise provided in this titte” and insert “relates to the
direction of patent and trademark policy” afier “Except ss”

Page 47, strike lnes 14-18 and ingert “(20) Section 11(1) of the Inspootor General Act of
1978 (5 U.8.C. App.) ia amended by inserting “or the Commissioner of Patents and
Trademerks” after “Social Securlty Adminlstration™. Section 11(2) of the Inspector
Genoral Act of 1978 is amended by lnscring “the Uniwed States Patent and ‘1rademark
Office,” after “Social Security Administradon™.”

Page 58, strike lines 15 through 16 and insect “international application filed under the
treaty defined in section 351(s) of this title designating the United States under Asticle
21(2)(n) of such treaty, the dste of publication of the ap-"

Puge 39, line 4, insart *',” aficr “application”

Page 60, line 4, insert “defined In section 351(p) of this title” after “treaty

Puge 61, strike all that fflows “patent” in line 6 through “language” in line 12.



- SEP-(6-1996 17:54 TO:175 - E, KAGAN FROM: WEINBERG, J, P.2/8

§ Y | UNITED STATES DEPARTMENT OF COMMERCE
\ , } Dffice of tho Ganaral Counsal
" o Washingten, D.C. 20230

September 6, 1996

MEMORANDUM FOR: DISTRIBUTION

FROM: Bugaenle Barton (482-0445)
Office of the Asgistant General Counsel
for Legislation and Regulation

SUBJECT: Amendments to H.R. 3460

Attached is the En Banc Manager'’'s Amendment ag received from the
Commitfee. We have a problem with the fallure Lo delete the
Management Advisory Committec’s input £rom the performance .
eontract. T have Aldgoe spoken to Elena Kagarn, of the Whitae House
Counsel's Otfice, who is drafting a replacement sentence for the .
Congraescional notifimation provision for Monday. I am also
attaching an advanced draft of a letter to the Hill should these
issuep be remplved. Thise lettar id algo clreulating within the
Department.,, but I wanted you to have it as quickly as possible.

Please advise RSAP if you have amy other problems with the
Manager's Amondment. I will ba out of tha mffice on Manday and
Tuegday. Pleage call Michael Tevitt (482-3151) or Ellen Bloom
(482-3663). Thanks.

Attachment
DISLRIBUTION

Dorothy Robyn
Ellen Bloom
James Castello
Touisa Koch
Jeff Welnberg
Rob Nabord _
Steve Kelman
Mike Levitt
Bob Ridaout
Carmen Guzman-Lowrey
John Kamensky

(O pa‘bf‘fh % g)lloz_o
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EN RANC AMENDMENTTO H.R. 3460
' OFFEREDBY MR. MOORHEAD

Page 4, strike lines 17-25, and insert in Liow thereof the following:

“(b) Orrices.—The United States Patent and Trademark Office shall maintain its
peincipal offloe in the metropolitan Washington, D.C, aros, for the serviee of process and
papers rnd for the purpose of carrying out its powers, dutics and obligations under this
Act. The United States Patent and Tredemark Office shall be deemed, for the purposes of
veus in civil actions, 10 be a resident of the district in which its principat officeis
looated. The United Statas Patent and Trademark Office paay establish setellite offices in
such places as it considers necossary and appropriate in the conduct of its business,”

Page 5, line 10, Insest *, wnder lho policy direction of the Secretary of Commerce,” after
“Office”

Page 11, strike line 3 and all that follows through line 6

Page 11, insert after line 6 *(¢) CONSTRUCTION,--Nothing in this section shall be

oconstrued to nullify, void, cancel or intencupt any pending request-for-proposal et or
contract issucd by the Geaeral Services Administration for the speslfic purpose of

relocating or leasing spaca to the United States Patent and Trademark Office."

Page 12, line 4, after “manner”, insert “and shall strive to mect the goals set forth jn the
performance agreement dexcribed in subsection ($) balow®

Page 12, lines 6-7, insert “, and under the policy direction of,” after “through”
Page 12, lines 14-15, insert ¥, end under the policy dicrection of,” after “through”
Pegs 13, line 21, delete “level IT" and insert “lovel L™,

Page 13, line 22, after “title 5" insert “and, in addition, may receive as a botius, an emount

which ‘would raige total compensation to the equivalent of the level of the sate of pay In

effovt for Jovel 1 of the Exocutivo Schodule under section 5312 of title 5, based upon an
ovalu:ﬂon by the Secretary of Commerce of the Commissioner's performmce as defined = —
~in o annual performance agreement between the Cormissioner and the Secretary, The

anpyal pesformance agreoment stmil incorporste moasurable goals as delinssted inan—

1
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" Page 33, strike line 10

== REPRESPNTATION RY THE DEPARTMENT OF J usTICE.-The Unitod States Patent and ' ',7.'
= Trademark Offioe shall be deemed an ugemy of the United States for purposes of 2 of 28 -
T U.SK}\ 516.” . _ R = S

P, 4/8

annual performance plan proposed by the Commissioner, afler consulting with the
Management Advisory Board.”

Page 13, line 24, strike *‘only for cause” and inscrt in liew thereof . The President shall
commimicate the reasons for any such removal to both Houses of Congress.”

Page 14, lines 24-25, strike “an Inspecior General and such other”

Page 185, lines 21-22, strike “the Commissioner for the year involved” and insert “level 1l

of the Executive Schedule under section 5313 of Title 5

Bage 16, aftec line 21, insert the following new subsootion: ““(G) Sections 2302(b)(8)
(relating to whistleblower protection) and whistleblower related provisions in Chapter 12
(covering the role of the Office of Special Counset).”

Page 2], line 7, after “develop”, insert “hiring practioss,”
Page 21, line 15, delete “'and 3320" and inscrt “3320, 3502 and 3504"

Page 25, strike lines 14 through 16 and insert “(5) TRANSITION PROVISIONS.-(A) On
or after”

Page 25, line 18, strike “may” und insert “the President shall appoint & Commissioner of
Patents and Trademarks who will"

Page 23, line 20, “gteike is appointed” and insert “qualifics"

Page 25, line 20, after **(a).”, insert “The President shall pol suske more than one such
appointment under this suhaeetion.”

Pago 33, lin¢ 11, strike “(1)" and inwert “(a)"

.-
——

Page 33, steike line 17 and all that Milows drwugh page 34, lne 11, and insect “(h)
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-~ - Page 60, lino 4, fosert “defined in sootion35 1(8) of this title” after “vonty”
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Page 34, line 12, strike “(4)" and Insert “(0)°

Page 34, strike linc 16 and all that follows throughi page 36, Yine 12

Pago 36, strike lines 13-24. |

Page 37, strike lines 1-17 and redesignate followlng sections scaordisgly
Page 38, line I8, insest “only” after “be used” and before “for the”

Page 38, lino ﬂ._ﬁseﬂ “only” after “be used” and before “for the”

Page 40, strike line 4 and al) that follows through page 41, kine 17, and redesignate
tollowing sections accordingly

Page 41, line 20, strike “otherwise providad in this title” and indert “relates to ths
direction of patent and trademark policy” after “Except as®

Page 47, strike [ines 14-18 and insert “(20) Section 11(1) of the Inspector General Act of
1978 (5 U.S.C. App.) is amended by inserting “or the Commissioner of Patonits and
Trademarks” after “Social Seourity Administration™, Section 11(2) of the Inspeotor
General Act of 1978 is amended by inserting “the United States Patent and Trademark
Offioe,” after “Bocial Sacutity Administration”.”

Page 58, strike linea 15 through 16 and ingert “intemational application filed under the
treaty defined in scction 351(a) of this title designating the Unlted States under Axticle
21(2)(e) of suth treaty, the date of publication of the ap-"

Page 59, line 4, Ingeet *," after “application”

Page 61, strike all that follows “patent™ in line 6 through “language” in line 12.

P, 5/8
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Honorable Carlog J. Moorhead
Chalrman, Subcommittee on Lourcs
and Intellectual Property
Committee on the Judiciary
House of Representatives
washington, D.C.  20515-6219

Dear Mr. Chailrman:

Thank you for your letter regarding Title I of H.R, 3460,
The Department of Commerce is pleased that we have been ablae to
work together in a truly bipartisan effort to "reinvent® the
Patant and Trademark Office. We appreclate your staff‘s and
Ranking Member Schroeder's staff’s work to address the
Admindstration’s concerns with Title I. The Administration
believes that the c¢hanges that we have crafted together in the en
banc floor manager’'s amendment hava nreated a bill that embodies
the essential principles of the Vice President’s vision of a
Performance Baged Organization, to further aur mutual goal of
creating a more efficient and effective patent and trademark
wffice.

It i our joint viwlon to have a more business-like pateont
and trademark organization that can berter serve the public and
the luuuvvalors whooe ideas are the enginc of growth for our
economy. By granting the new organlzation operational
flexibility in cachange £0r greater accountability for achieving
measurable results, the bill makes that vision a reality.

It is algo our joint view that the Executive Branch must, as
you put it, "be able to establigh ap luteyrated policy on
commerc¢ial and technology issues." By mmking clear that the bill
doas not alter the Secretary of Commerce’s statutory
raspongibility for directing patent and trademark policy, we have
engured the continuity of appropriate policy direction and
overagight.

We also believe that other changes that you have added to
address Admipnistration concerns, such as ensuring that the there
is indapendent Inspector General oversight and adeguate personnel
safeguards, will gtrengthen accountability mechanisms that we ull
endorse. The Administration ie aleo pleased that the en banc
manager's amendment addreeses the central Comstltutional and
policy concerne of the Dapartment of Justice with Title I,

However, the Depariment of Justice remains concerned about
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section 604 of Title VI. The recovery of attorneys’ fees by
individuals and smsll buglopesses £yom the Government in cadcs
brought purguant to 28 U.S.C, § 14%8(a) 1s already provided in
the Equal Access to Jugtice AclL (EAYA), 28 U.8.C. § 2412(d). By
contrast to EAJA, =mection 604 would provide for attorneys’ fees
even where the positlon taken by the Guvegmmeal is substantially
jugtified by the law. This provielon would, in fact, place the
Government in a woree position than a private defendaut lu a
patent infringement suit, against whom attnrney feee can be
awarded in "exceptional" cases. The provisions would discourage
appropriate gettlements and engender unnecessary litigatien, by
allowing private litigants to reject reasonable eettlement offers
gafe in the knowledge that the Government will pay their
attorneys’ fees even if rhey are awarded damages less than the
dettlement offer.

We are committed to continuing to work together thias year
and in the future, as necessary, to perfect this bipartisan
effort ro invent anew the Patent and Trademark Office so that it
will remain one of the nation’s most important resources for
protecting and encouraging the preeimence of American innovation.
[We bellieve, tor example, that there ig still further work that
we muot do to address our concevnr in the areas of procurement
and personnel, where we believe that the exemptions are broader
than ncocapary to provide the flexibilitier raquired.)

B.R, 3460 contains five other titles that we belleve will
pubstantially improve the level of patent protection provided in
Lhe Unlted Btates., Theoe patent roforme are supported by the
Adminigcration and are of great importance to the Nation’s
econumly compeciciveness. We hope Lhat thoy can be enacked in
legislation this session,

Title II provides for the publicatlon c¢f patent applications
eignteen monche after the ddte uu which they are filed or from
the date on which the earliest referenced application wams filed.
Thig publication will help prevent economic dlmeuplivn by those
who now delay the grant of patents to extend their period of
protection unfairly. It will also promotre patent law
harmonization that Iin the longer term will make it easler and
cheaper for our small businesses and individual inventors to
obtain protection abroad, as well ag discouraging duplicative
regearch. Ag a safeguard for those whose applications are

-published, it establishes a provisional patent right that allows
a patent owner to obtain a reasunable royalty if, between ths
date of publication and the date of grant, another party
infringes an invention pubstantially ildentically claimed in the
publighed application and the patent. Alge, it makes some
administrative delays a basis for extension of the patent term.

Title IIT creates a defense to an infringement action for parties
that can eatablish prior use in commerce, including use in the
design, testing, or production in the United States of a product
or service hatore the date a patent application was filed in the
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United States or the before the priority filing date. This
ensures thal inventors, who Qo nok ecck patont proteotion, will
not be precluded unfairly from practieing their invention by
other inventors why laLwz obtain patent protcction for the pama
invention.

Title IV is aimed at ensuring that inventors are fully informed
prior to entering into & contract for laveantion development
gervices., It aleo provides & cauge of action if the service
provider makes traudulent ¢laims or neglucls Lu disclose material
information to the inventor.

Title V smends the patent reexamination proeedure to allow
greater participation of third parties who request reaxamination
and expands the grounds for examination. Enhanced reexamination
procedures will provide a less expensive and more timely
alternarive to costly patent litigatioen.

Tastly, Title VI contalne several miscellaneous or “housekeeping”
amendments including one to ensure our law provides priority
conairtently with our obligations to WIO countries and one to
authorize submission of patent applicatione through electronic
media.

Once again, we thank you for your commitment to working
together in the epirit of bipartisan cooperation to produce a
kill with patent reforms that wil1l help to ensure our nation’se
continued economic growth, '



EXECUTIVE OFFICE O F THE PRESIDENT
04-Sep-1996 06:46pm

TO: Elena Kagan

FROM: Kathleen M. Whalen

OCffice of the Counsel

SUBJECT: RE: attached

That’s clearly better. I still feel no limitation is best, but if it turns out
to be the only option other than a "reason why" notification, it is decidedly
better.



EXECUTTIVE OFFICE OF THE PRESIDENT

TO:

FROM:

CC:

SUBJECT :

04-Sep-1996 06:25pm

Dorothy Robyn

John A. Koskinen
OCffice of Mgmt and Budget

Elena Kagan

RE: Congressional Notification Issue/PTO

Thanks for the brief report of the brief meeting. Must be

a new American record.

I have a call in to Jack Quinn on the notification issue

and will let you know how it turns out.



EXECUTTIVE OFFICE O F THE PRESIDENT

04-Sep-1996 03:59pm

TO: John A. Koskinen
TO: Elena Kagan
FROM: Dorothy Robyn

National Economic Council

SUBJECT: Congressional Notification Issue/PTO

I was just up meeting w/ the House Judiciary Comm. staff on the
PTO bill (John: I'm sure John Kamensky will give you a summary; it
was a good and short (!!) meeting.) When I indicated that we had
not reached a final Administration position on the congressional
notification issue, Rep. Schroeder'’'s staff person spoke up to
complain about Members reading it in the newspaper rather than
being informed by the White House when someone senior is fired.
She implied that that was the motivation (at least on Schroeder'’s
part) for the language on notification.

I don’t have a view on the disagreement between NPR/OMB and
Counsel’s office. But if Counsel’s view prevails, one compromise
w/ the Hill might be to have the President simply notify Congress
without giving a reason for the removal of the Commissioner.



THE WHITE HOUSE
WASHINGTON

September 3, 1996

MEMORANDUM FOR JACK QUINN
KATHY WALLMAN

FROM: ELENA KAGAN g
SUBJECT : REMOVAL PROVISIONS

Last week, Kathy and I became involved in a mini-controversy
regarding a provision in legislation concerning the Patent and
Trademark Office (PTO). Under current law, the President may
remove the Commissioner of Patents and Trademarks at will. The
provision in dispute, though not directly limiting the removal
power, would require the President to provide Congress with a
statement of his reasons for removing the Commissioner.

DOJ has opined (with, I must admit, some encouragement from
me and Kathy) that such a provision "may not actually vioclate any
rule of constitutional law," but is "contrary to policies that
are deeply embedded in our constitutional structure." 1In
particular, DOJ notes that the reporting requirement "may in its
practical operation function as a barrier to effective executive
administration” and may "undermine the President's ,
accountability."” The provision's incompatibility with these
constitutional policies is, in DOJ's view, "strong counsel
against the proposal's enactment." The draft of the OLC opinion
letter is attached. '

OMB and the Vice President's office (Elaine Kamarck) wish to
accept (indeed, to encourage) such provisions -- with regard not
only to the PTC, but also to numerous other governmental entities
that it wishes to restructure as "performance-based
organizations" (see attached list). According to John Koskinnen,
many of the listed entities -- unlike the PTO -- are now headed
by careerists, whom the President cannot remove in any event. 1In
the case of entities now headed by political appointees, such as
the PTO, Koskinnen argues that these positions in fact should be
less subject to pure partisanship. In our conversation, however,

"Koskinnen seemed open to persuasion and compromise.

I just learned of a meeting at 3:00 today to discuss the
patent legislation. If we wish to press for elimination of the
reporting requirement, it would be helpful to do so at that
meeting (though it will not be our last chance to do so). To do
this, we have to let Koskinnen and Kamarck know within the next
hour or so that we are very serious about this. Are we??



Memorandum

Subject Date

Proposal to Require the President to Report to | August 29, 1996
Congress the Grounds for Terminating the
Commissioner of Patents and Trademarks

To , From

Christopher Schroeder Neil Kinkopf

Wwe understand that legislation is under consideration that
would alter the President’s relationship to the Commissioner of
Patents and Trademarks. Currently, this official may be removed at
will. The legislation would permit the President to remove the
Commissioner for any reason, but would add a requirement that the
President transmit to the Congress his reasons for removing the
Commissioner.

While this mechanism may not represent a constitutionally
impermissible limitation on the President’s removal power, it does
impose an obstacle to the exercise of that power in a manner that
should be initiated by the executive branch only with great
caution. The Constitution’s very structure suggests the importance
of maintaining the hallmarks of "executive administration essential
to effective action” as well the accountability to the public that
stems from vesting ultimate authority in a single, politically
responsible officer. Myers v. United States, 272 U.S. 52, 134
(1926); see also The Federalist No. 70, at 476 (Alexander Hamilton)
(Jacob E. Cooke ed., 1961) ("one of the weightiest objections to a
plurality in the executive . . . is that it tends to conceal
faults, and destroy responsibility”). The primary tool by which
the Constitution secures the President’s ability to discharge
"executive administration essential to effective action” is the
removal power. Writing for the Court, Chief Justice, and former
President, William Howard Taft explained: <“Made responsible under
the Constitution for the effective enforcement of the 1law, the -
President needs as an indispensable aid to meet it the disciplinary
influence upon those who act under him of a reserve power of
removal.” Myers, 272 U.S. at 132. Chief Justice Taft continued,

(the President] must place in each member of his official
family, and his chief executive subordinates, implicit



faith, The moment that he loses confidence in the
intelligence, ability, judgment or loyalty of any one of
them, he must have the power to remove him without delay.
To require him to file charges and submit them to the
consideration of [another tribunal) might make impossible
that unity and co-ordination in executive administration
essential to effective action.

Myers, 252 U.S. at 134.

In Myers, the Court was expressly addressing a provision that
required the Senate to approve the President’s decision to remove
an officer. Although the proposed legislation would not require
the President to awvait congressional approval, its practical effect
could well be to disrupt the President's ability swiftly to
discharge an official in whom the President loses confidence.
Indeed, experience teaches that when Congress attaches a reporting
requirement to the President’s removal power over a particular
office, Congress expresses its expectation that the President will
remove such an officeholder only for a limited class of causes and
only once the cause is well established. As such, the reporting
requirement may in its practical operation function as a barrier to
effective executive administration.

Moreover, this requirement may undermine the President’s
accountability. As Chief Justice Taft pointed out, the
Constitution makes the President responsible for the execution of
the law and ultimately holds the President accountable for the
conduct of the President’'s subordinates. To the extent that the
requirement would operate to insulate managerial decision making
from the President’s control, the President will be held
accountable for decisions that he had no actual or effective
opportunity to influence, for the President retains, albeit only
formalistically, the authority to exert influence.

Because the proposed limitation on the President’'s removal
power would detract from efficient administration and execution of
the laws and would cloud executive accountability, it is contrary
policies that are deeply embedded in our constitutional structure.
Although the proposal may not actually violate any rule of
constitutional law, its incompatibility with these fundamental
policies is strong counsel against the proposal’s enactment,



PERFORMANCE BASED ORGANIZATIONS (PBOs) CANDIDATES

as of 05/20/96
GROUP A = Announced in the Vice President's Speech on March 4, 1996 and in the FY 1997 Presidential
Budget.
GROUP B = Not in the Speech or the Budget.
Candidate Conversion
Department | Function or Agency Team Members Phone Number FAX Numbe
PMC Sub-group on PBOs John Koskinen. OMB
Tino Kamarck.Exportlmport
David Barram, GSA
Mort Downey, DOT
Madeleine Kunin. ED
Richard Moose. State
Dwight Robinson, HUD
Advisory Jonathan Breul, CMB 202-395-3670 202-395-697
Group John Kamensky, NPR 202-652-0150x103 | 202-632-03¢
Mary Mozingo. NPR 202-632-0150x116 | 202-632-05¢
Piper Starr. Export-Import | 202-563-3767 202-565-37.
Agriculture Inspection of International | Lonnie King, APHIS 202-720-3668 202-720-30:
_ Travelers and Cargo Terry Medley. APHIS 202-720-33861 202-720-30:
GROUP A (Agricultural Quarantine & | Donald Husnik, APHIS 202-720-5601 202-690-04
Inspection Service - Charles Rawls. USDA 202-720-6158 202-720-54
APHIS) Scott Schearer. USDA/Leg | 202-720-7095 202-720-80
' Mary Mozingo, NPR 202-632-0150x116 | 202-632-03
Noah Engelberg, OMB 202-395-4763 202-395-49
Commerce Inteliectual Property Brad Huther. PTO 703-305-9200 703-3035-9C
Rights (PTO) Alan Balutis. DOC 202-482-3490 202-482-33
GROUP A Eugenie Barton. DOC/Leg | 202-482-0445 202-482-0%
John Kamensky, NPR 202-652-0150x103 | 202-632-0:
Sarah Laskin. OMB 202-395-3918 202-595-1!1
Commerce Technical Information Don Johnson. NTIS 703-487-4636 703-487-41
Dissemination (NTIS) Alan Balutis, DOC 202-482-3490 202-482-3.
GROUP A Mark Bohannon. TA/Leg 202-482-1984 | 202-482-0:
Eugenie Barton. DOC/Leg | 202-482-0445 202-482-0.
John Kamenskyv. NPR 202-632-0150x103 | 202-632-0
Lisa Gaisford. OMB 202-395-3480 202-595-1
Commerce - | Mapping and Charting Donald Pryor. NOS 301-713-2780x169 | 301-7134
Glenn Tallia. NOS 301-713-2967 301-7134
GROUP B Sue Fruchter. NOAA 202-482-3916 202-482-1
' Alan Balutis, DOC 202-482-3490 202-482-3
Peter Dalmut, DOC/Leg 202-482-3084 202-482-(
John Kamensky. NPR 202-652-0130x103 } 202-632-(
Sarah Laskin. OMB 202-395-3518 202-395-

LTV
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Steve Butterfield. NPR
Al Seferian. OMB

202-632-0150x140

202-395-1041

Candidate Conversion
Department | Function or Agency Team Members Pbone Number FAX Numbe
Commerce Seafood Inspection Seafood Inspection 202 202
: James Brennan. NOAA 202-482-4080 202-482-489:
GROUPB Susan Fruchter. NOAA 202-482-5916 202-482-115¢
Alan Balutis. DOC 202-482-3490 202-482-336
Peter Dalmut. DOC/Leg 202-482-3084 202-482-051.
John Kamensky. NPR 202-632-0150x103 | 202-632-039
Sarah Laskin. OMB 202-395-3918 202-3951130
| Defense 'Defense Commissary John McGowan. DeCA 804-734-8727 804-734-824
Agency (DeCA) Dan Sclater. DeCA 703-695-3265 703-695-365
GROUP A Blair Ewing. DOD 703-697-8580 703-697-272
Barbara HeffernanDOD/Leg | 703-697-7197 703-614-337
George Berquist. DOD 703-614-5789 703-614-579
Marv Voskuhl. NPR 202-632-0150x141 | 202-632-035
Dan Costello. OMB 202-395-4570 202-395-572
Education Student Aid Services Leo Komfeld. OSFAP/OPE | 202-708-8391 202-708-71:
Michael Gordon. ED 202-205-0724 202-461-30¢
GROUP B Thomas Wolanin. ED/Leg 202-401-1028 202-401-14:
David Longanecker. ED 202-708-5547 202-708-98
Donald Wurnz ED 202.401-0085 202-401-00t
Ken folo. ED 202-205-0706 202-401-30'
Glenn Perry. ED/Proc 202-708-9781 202-708-83
Marv Mozingo. NPR 202-632-01350x116 | 202-632-03
Barry White. OMB 202-395-4532 202-395-77
Patricia Smith. OMB 202-395-5880 202-395-48
HUD Mortgage Insurance Sarah Rosen. FHA 202-708-3600 202-708-25
Services (FHA) Monica Schuster. HUD 202-708-0123 202-708-27
GROUP A Monica Sussman.HUD/Leg | 202-708-0636 202-708-37
Alan Lombard. NPR 202-632-0150x119 | 202-632-0:
Ted Warteil. OMB 202-395-1482 202-395-1:
HUD Morntgage Insurance George Anderson. GNMA 202-708-4141 202-708-4:
Services (GNMA) Monica Schuster. HUD 202-708-0123 202-708-2"
GROUP A Monica Sussman. HUD/Leg | 202-708-0636 202-708-3:
' Alan Lombard. NPR 202-632-0150x119 | 202-632-0:
Ted Wartell. OMB 202-393-1482 202-393-1
OPM Retirement Benerit Sidney Conley. ORP 202-606-0300 202-606-1
‘ Management Scrvices Edward Flynn. ORP 202-606-0600 202-606-2
GROUP A (ORP) Michael Cushing. OPM 202-606-0010 202-606-2
Douglas Walker. OPM 202-606-1000 202-606-2

202-632-C
202-398-¢

Ty
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Candidate Conversion
Department | Function or Agency Team Members Phone Number FAX Numbe:
State Passport Services Mary Ryan. Passport 202-647-9576 202-647-0341
, (0CS) Elizabeth Soystet. Con.Aff. | 202-647-0254 202-647-607<
GROUP B Mary Procter, State 202-647-0196 202-647-252-
- State/Leg. 202 202

.| Jeff Morales. NPR 202-632-0150x130 | 202-632-03%¢

Bruce Sasser. OMB 202-395-4580 202-395-565

Transportation | St. Lawrence Seaway David Sander, Seaway 202-366-0091 202-366-714
' ' Corporation Marylou Baw. DOT 202-366-0070 202-366-963-
GROUP A Steve Palmer, DOT/Leg 202-366-4573 202-366-734-
Mary Mozingo, NPR 1 202-632-0150x116 | 202-632-039

David Tornquist. OMB 202-395-3257 202-395-479

Sharon Barkeloo. OMB 202-395-3308 202-395-479

Treasury U.S. Mint Jay Weinstein. Mint 202-874-6200 202-874-642
' John Murphy, TRE 202-622-2228 202-622-227

GROUP B Robert Bean, TRE/Leg 202-622-1950 202-622-051

't Mary Mozingo, NPR 202-632-0150x116 | 202-632-03¢

Tina Evans-Mitchell, OMB | 202-395-1087 202-395-68:
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EXECUTTIVE OFFICHE OF THE PRESIDENT
03-Sep-1996 10:50am

TO: Dorothy Robyn

FROM: John A. Koskinen .

Office of Mgmt and Budget

CcC: Elaine C. Kamarck

SUBJECT: RE: PTO Bill

I vote to leave the compormise language as is. John is
correct in his statement that we’re trying to get people hired as
CEOs of the PBOs (love those acronyms) for full terms, rather than
have them be viewed as purely political appointees. The language
proposed is the same as that used for Inspectors General, so there
is precedent for its use. Beyond the merits of the language, we
have enough other issues that matter that we shouldn’t clutter up
the discussion at this time with this discussion.

Somewhat belatedly, let me also respond to your inquiry
about whether OMB should be able to "review and approve" or only
"review" performance plans for the PTO. The Secretary has the
unreviewed authority to hire the CEQ, develop a "framework"
agreement with him and pay the bonus earned under the performance
agreement. We have had questions raised by the Hill about the
concern that the Secretary will hire a friend and pay a bonus for
showing up on time., Therefore, we have isolated the performance
agreement, and its ties to the bonus, as the only place necessary
for third party review to provide some assurance that the system
works as proposed. The difference in "review and approve" and
"review" may be semantics in light of the normal relationship
between OMB and the agencies, but OMB’s role in many areas is to
oversee statutory requirements.

I'm buying the pizza if we ever get this PBO established.



EXECUTIVE OFFICE OF THE PRESIDENT
Office of Management and Budget -
Office of the Deputy Director for Management
"Rm. 260 Old Executive Office Bldg.
Washington, DC 20503

FAX COVER SHEET

Date: September 3, 1996

TO: Elena Kagan
No. of pages (including cover sheet): 4

Fax No.: 61647 Phone No.:

FROM: John A. Koskinen

Fax No.: 395-5730 Phone No.: 395-6190

REMARKS:

Here’s the list of possible PBOs. The “B” list won’t show up publicly until
after January, but they’ll help give you a feel for the range of organizations
being considered. As we discussed, we intercepted the PTO in midstream, since
Congressman Morehead had already introduced legislation creating a
government corporation when we showed up.

If you want to gather a group, it should include the VP’s office (Elaine,
Jobn Kamensky and Mary Mozingo) as well as yours truly.

Thanks. C d Z

v/ I0vd :
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EXECUTIVE OFFICE CF T HE PRESIDENT

03-Sep-1996 10:19am

TO: John A. Koskinen
TO: Elaine C. Kamarck
FROM: Dorothy Robyn

National Economic Council

SUBJECT: PTO Bill

One of the remaining issues on H.R. 3460 (Moorhead/Schroeader
Patent Reform bill) has to do with congressional notification if
the President wants to dismiss the Commissioner of PTO. H.R. 3460
originally said the Pres. could not remove the Comm. prior to the
expiration of his/her 5-year term except "for cause." Justice
argued that such a restriction raised constitutional concerns, and
the Judiciary Committee compromised: the current provision
requires only that the Pres. notify both Houses of the reason for
removal.

Justice and WH Counsel’s office want to press to remove even that
requirement. It’s not unconstitutional, in their view, but as a
"functional invasion" of the President’s prerogatives, it wviolates
"constitutional policy."

In the course of arguing over whether that objection should be
raised again in an Admin. letter of support on HR 3460, John
Kamensky expressed a quite different view -- namely, that the
Administration wants the PTO Commissioner to be treated in a
relatively non-political way, and therefore a requirement that the
President notify Congress of the reasons for removal is actually
desirable. Can you give us some guidance on this?

o Nee d glo\od QJ{VQPWLWT_ —
cc: Elena/Kagan, WH Counsel _—
John/ Kamensky, NPR
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U. 5. Department of Justice

' Office of Legislative Affairs

Clfics of Cw Asshani Atoroey Gepars! Workington, D.C. 20530

June .10, 1996

Honorable Henry J. Hyde
Chairman

Committee on the Judieiary
U.8. House of Represantatives
Washingteon, D.C. 20815

Dear Mr. Chairman:

The Departmant of Justice strongly opposes enactment of H.R.
3460, the "patent and Trademark Office Governmert Corporatiocn Act
of 1986,* as spproved by the Subcommittas on Courts and
Intellectual Property. Our moat serious objeatiocng oconcern
provigione that would: veat independant litigation authority in
the new corporation; raise significant constitutional issues; and
raise serious Quagtions sbout the impact of the bill on caces
undar the Federal Tort Claims Act. The Adminiscration supports
effoxts to structure the Patent and Trademark office ns a new
orgaznization but beliaeves that the naw organization should remain
within the Department of Commerge, as the Department of Commexce
has proposed. We would walecome an cpporxtunity to work with you
on appropriata amendmenta. -

We have summarized ocur concerns briefly in this letter. 2an
attachment explains them in greatar decall. .-

'-- Jndependent Litigafien AuLhority

Section 112 of the bill (amending 35 U.B.C. § 2(b)(3))
.~ grants the Patant and Trademark Office. (PT0) -independent
- ‘gitigating"authority by providing thar  the.PTO "may sue and be -
suad in its corporate name

] 2 "

.(emphus!s supplied). Sectien 118 of the bill (naw 33 V.S.C. § 6)

then sets forth procedures under which litigation by and againat

the Corporation is to be handled (sa.g., by permitting the

Corporation to "exercise. without prior authorization £zom the

Attorney General, the authoricies and duties that would otharwise
- be exexrcised by the Attorney General®).

These preovisione detract frem the eentralization of

———  —
—— e, mmmw ey S—
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litigating atutherity in the Attornoy General. fSee, g.9., 38
U.S.C. §§ 816,519, 547. Centralized litigating authority
furthers a pumber of important and lengstanding policy geoals.
Foremest among these is that the Government speak with one voice
in court. This permits the Government to present a uniform
peeition on important legal guestione. Moreover, the existence
of one central authority assures that one individual; the
Attorney General, will ke in a position to consider the potential
impact of litigation upon the Government ss a whole. Not enly
does thie prevent one agency f{rom espousin% a position in court
detrimental te the Governmerit as a whole, but it facilitataes
pregidential supervisiocn over Executive Branch policies
implicated in litigation. For these reascns, and for the
addicional ressons pet forth in the attachmant, it ig imperative
that thesa provisions be daleted from the bill. -

-- Congrituricpal Concerns

We believe that slignificant constitutional questions ara
posad by provisions of H.R. 3460 that would: (1) xestrict the
President's authority to remove the Commiscioner of the PTO
(§ 113 (enacting 35 U.8.C. § 3(a) (6}); and (2) provide that tche
person serxving as Commissioner on the bill's effective date may
cerve as Commissioner of the new PTO until a naw Commissioner is
appointed (§ 113 (enacting 35 U.S.C. § 3(h)(S)). ‘

As wes explain (n tha atctachment, we believe that the bill's
attempt to impose restrictions on the President's removal power
is unwaxranted and ghould be deleted. With respact to tha
saervice Of the previous PTQ Commissrconer, we suggest alternatives
to aveid any conatituticnal problems. :

-- Paderal Tort Claime Aot Concexas

: Enactmant of H.R. 3460 would disrupt the orderly defeuse of
tort suits brought against the Unitad Statees and could interxrfere
with Executive Branch coatrol ovar paymenté frem the Judgment
Fund. If this bill wers cnactad, ths United States would
continue £o be liable (as it i9 under cuzrent law) for tort
claims broughr against employeses or officers of the. PTO in their
offivinl capacity. As we have already noted, wa strongly objsct : ‘
‘to the bill's provisions that would parmit. PTO attorneys to o7
repregent the agency independently of the Attorney Gangral'in -
such proceedinga. But spart from this question of litigation ~
authority, we have two other concerns related to the defenase of
suite brought under the Federal Tort Claimg.Act: (1) successful
claims under tha BTCA should not ba paid out of the Judament
Fund, and (2) regerdlese of what source of federal money ig used
to pay such claims, the Attorney General should have authority to
. reviaw and approve Any payment on an FICA claim.

With respect to thes firgt point, if the PTO 1s to be
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independent and self-gufficient, the language of the bill should
make it absglutely clear that all judgments and settlements
arieing from the actions of its employees or officars are to be
paid from ice own funds, not the Judgment Fund. In particulaz,
if the PTO ie to ke an independant corporation with an
indepandent source of income, it should be respunsible for its
own judgments orx settlements (including ctort olaime) .in the same
mannay a8 the Postal Sarvice is responeible for paying for
judgmente and secttlements of tort claime brought against it.
See, 39 U.S5.C. § 409(e). We are concerned that the language in
proposed 35 U.S.C. § 2(b) (177 may be insdequate te ensurs that

. the Judgment Fund is not liable for claims against the

- corporation. Accordingly, this language should be amended as

racommended in the attachment. .

Sacond, to praserve congistency in the $ize of sertlemants
or judgments that are ﬁaid for various types of text claimeg, the
Attorney CGeneral must have the suthority to review and approve
such sattlements and judgments. This is especlally imparative to
the extent that the bill can be read te permit thae payment of
such claims ocut of tha Judgment Fund. Under current law (28
U.8.C. § 2a414), the Attorney General reviews and approves all
payments (including tort claime against the United Statea} from
the Judgment Fund (a permanent, indefinite appropriation
established pursuant to 31 U.8.C. § 1304(a)). Thie providas =
vital *check® on abuses that could interfere with the Fund's
important and unigue statutery purpose. It alsc helps to ensure
that settiements of cemparable cages are both comparable and
iimited. Even if H.R. 3460 waere read not to authorize payments
from the Judgment Fund and instead required euch paymentes to be
funded by the PTO, we Yamain ssriously concerned about any -
proposal that would vest authority in-an agency to compromige or
settle tort oxr other cases independantly of the Attorney Ganeral.
In our view, the institutional “"check" on paymencts from the
Judgment Fund currently provided by this DRepartment ig ecsentizl
and should be maintained, even 1f elaims are paid from the PTO's
own funds and not the Judgment Fund. . .

| ] | ] - *

- * -The Administration's propesal dees pot suffer from the '
deficiencies cutlined abdove- (or the othef daficiencies detailed . _-
in the attachment to this letter). We styongly zecommend, -
therefore, that the Committee adopt tha Adminiatration's proposal
to. address these igsues in lieu of the language in H.R. 3460.

Thank you for the opportunity to pxovide our views. If we

can be of further assistance, please do not hesitate to contact
the Departmant. The Office of Managemsnt and Budget has advisced

— —
e — — — '
. —— — e— — .
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- that there is.noc cbjection from the standpoint of the
Administrationtse program ta the presgentation ¢f this raport.

S8incarely,

G

Andrew Toig
Asgiztant Atforney General

4

Attachument

c¢: Honorable John Conyere
Ranking Minority Membar
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ATIACEMENT -- DETAILED CONCERNS ABOUT H.R. 3480

Section 112 of the bill (amending 35 U.S.C. § 2(b) (3))
grants the Patant and Trademark Office (PTO) independent
licigating authority by providing that the PTO "may sue and be
gued in its corporata name sen :

i i [ alsgtr . i "
{emghaais supplied). Section 118 of the billl (new 35 U.5.C. § 8)
.then sets forth procedures undar which litigation by ané against
the Corporation is to be handled (g,g., by permitting the -
Corporation to "exerciee, without prior autherizatioa from the
Attorney General, the authoriries and duties thai would otherwisa
be exercised by the Attorney Ceneral® ia ocertain casaes).!

Another provision states that the Attorney General retains
authority to represent the PTO before the Supreme Court. Saa
propeosad 35 U.S.C. § 8(p) (4). Ancothar provision appears to allew
the Attorney General to take over BPTO litigation, statirg:

" [Tl he Attorney General may . . . file an appearance on behalf of
the Office or ths officer or employee inveolved, without the
consent of the Office or the officer or employee. Upon such
filing, the Attorney General shall reprasent the Cffica or such
officer or employse with exclusive suthority in the conduct,
settlement, or compromise of that action or proceeding."” See
proposed 35 U.S.C, § 8(b)(2). The bill doee not require the PTO
to notify the Attorney Genexal of pending litigation, howevar,

nox does it provide a mechanism through which the Attorney

General will become aware of PTO cases for purposee of inveking -
thie previcion. - ' i -

This legislation neaedlesaly detracte from the ¢entralization

of litigating authority in the Attornay General. SagR, 8.g,, 28
U.S.C., §8§ 516, 519, 547, Cencralized litigating suthoxity ~ .
furthers a number of important and longstanding policy goals.
Foramost among these is that the Government spaak with one veoice
in court. This permits the Government to present a uniform :

- .. position en important -legal “questions. Morecver, the existence _

' of one central autliority agsuras that one individual, the- ' -

.1fn & letter to the Chairman of the Subcommittee on Courts and
Intellectual Proparty dated Octobar 31, 1995 on H.R. 1659, an
earlier version of this legislation, we strongly objected to tha
grant of indopendent litigetion authority included in chat bill.
We note that, &s currently drefted, the scope of independent

- litigation authority that would be conferrsd upon the PTO by H.R.
. 3460 j i i than the

counterpart provisions includad in H.R. 1689.
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Attorney CGeneral, will congidar the potential impact of

.licigation updfi tha Government a3 a whole. Not only does this

prevent one agency from capouaing a position im court detrimental
to tha Government as a whole, but it facilitates preaidential
supervision over Executive Branch policies implicated in
litigation. 1In addition, centralization of litigating autherity

. within the Department of Justice permits the development of a

cadre of Government attorneys trained and experienced in the

epecialized skilla of advocacy. -

The Supreme Court alsc ‘has racognized the importance of
chesa policy concerns. An individual agency "neceesarily has a
more parochial view of the interest of the Government in
litigarion" than dees tha Attornay Genexal. FEC v.

VYictory Fungd, 115 8. Ct, 537, 542 {1594} . The primary concerna
of an agency are, of course, furtherance of {ts regulatery -
policies and implemencation of specific statutory functlons. Tha,
Attorney General, by contrast, must take into agcount broadex
interests to represent all Exacutive Branch agencies as wall as
the pecple of the United States. Thus, the Court has recognized
that the Covarnment not only should "speak with one voica," bue
that it should speak "with a voice that reflects not the
parochial intereste of a particular agency, but the common
intarests of the Governmant and thersfore of 811 the pecple.”

( ; v. Providence Journal Co,, 465 U.s. 633, 706
1968) . -

in many cases, an agency's specific interests can be

‘accommodarad without compromiging the interests of the United

States as 8 whole. In some cases, however., the Attorney General
must Yemolve an igsue in favor of broader federal interests
rather than a particuler agency's parochial interest. In such
cazes, the Department of Justice plays an important rele in
protecting tha tUnited Statas againat insular litigation
decisions. Without centralized litigating authority, the
Department of Justice may not.evan ke aware of litigating

. pogitions taken by many agencies, let alone have the opportunity

to check an agency's unrastrained assertion of its narrow
intarests.

We do not helieve that the minimal limite en the PTO's
litigating aufliority contained in tha propoead vill-are. -
sufficient to alleviate the problems digcussad above. ~In
addition to patent and trademaxrk casea, propoded 35 U.S.C.

§ 8(b) (1) gives PTC authority over an apparently wide range of
topice, including gll caeel'Invo;ving an smployee acting within- |
the scope of employment, tort matters, as well ag matters Co
involving property. Unlike H.R. 1659, an earlier varsien of this
bill, tha Atterney General apparently would not retain any |
authority ovezr the defensa of caees brought under statutaes with
broad government-wide applicability (such zs the Freadom of
Informarion Act and the Privacy Act}. Moracver, the bill does
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little to ensure that the Attorney General will retaln asutheority
over government~wide legal iesues raigsed in cthe vast majority of
PTO casac. .

Cases involving the Patent and Trademark Office nften vaise
. broad legal issued that are of significance not just to the
‘Patent and Tradamark Office, but to all agencies within the
Executive Branch. Sae, 2.g., Bull v. comgr, 55 F.3d 678 (D.C.
Cix. 1955) (eqguitable telling of gtatute of limitations):

Ve L - v. commigaeioner of Patents &
Trademarke, 51 F.3d 1078 (D.T. Cir. 1935) (bankruptcy automatic
stay). Tert lawguits, for instance, will invelve a hogt of legal
iggues that apply to other Govarnment agenclies -- particularly
gince the bill incorporates the exceptions to the Pederal Tort
Claims Act, which are litigated in cases invelving every
Government agency. Saa proposed 35 U.s5.C. § 8(a) (3).

Mora importantly, in many cages it is impossible %o
determine at the outsst of the litigation whether the case will
invelve a lagal issua of Goveynment.wide importance. Attorney
General supervision is neceseary to ensure that litigating
positions throughout the axecutive branch are consistent, and to
engure that rthe Government's position ig deatermined by
conslidering the overall interestws of the United States rather
than the specific interest of cona agency. '

The provisicn allowing the Attornoy Ganeral to take over a
case without the oonsent of PTO {proposed 35 U.S.C. § 8(b) (2)) i8
not sufficient tc protact the Attorney General's important xols
in ensuring oconslstency in the Government's litigation poliey.
That section does not provide for notice to the Department of
Justice of pending cases involving PTO, nor does it require P10
to inform the Department of Juetice of the particular arguments
it intends to raise in particular cares. While this praovision
mey allow the Attorney Gemeral te intervene in some casas, it
does not provida the Attorney Gaeneral with sufficient ability to
supervise onguiag litigation to snsure that particular arguments
‘aye gonsistent with overall Governmant policy. .

We recognise thaet many PTO cages involve complicated patent
and trademark issues—that regquire axpertisa. We do not baelleve,
howevar, that .this-subject matter justifies abrogation of the - -
Attornay General's centralized litigation avtherity™ Thé -
Department of Justice litigates many cases that involve
conplicated and detailed statutery echemes, inoluding patent and
tyademark casés. Departhent attornays can coordinare their work -
with agency counsel in complicated mattere, and the Department’
alse can delegate caces to PTO attorneys whera appropriata. In
addition, the bill goas far beyond providing independent

- authority for complicated patent and txrademark cages. Instaad.
it extands that authority to routine tort, contract, and other

caeges.

—_— — — —  —— T SR
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In the face of longétanding pelicy and court precedents
favoring centralized litigating authority, those wishing to
confur independent litlgating authority upon an agency should sget
forth strong reasone for curcailing the Attorney General's role
in this regard. We do not belleve that there are sufficlently .
compelling reasons in this case to abandon the well-establiched
concept of cantralized licigating authority. The deletion cf
these provisions from this bill is imperative.

Cenetitutional Congerng '

We believae that significant constitutional Questione are
posed by the sections of H.R. 3460 that {1) would restrict the
Pregident's authority to remove the Commigseioner of tha PTC, and
(2) provide that the pezson serving as Commissioner on the bill's
effective data may serve ag Commisoioner of the new PTO until a
new Commisgionar is appointed. We note Chat these Questions are
uet presented by the alternative legislation that the Commerce
Department has proposed. '

Y. Removql Regtrigtion

H.R. 3460 provides that the Commiasioner would be appointed
by the Presidant, by and with the advica and coneent of thes
sqnata, for a five-year term. The Preaident could not remove the
Commigsioner from office prior to the expiration of that term,
excapt "for cause." Sga preopcosed 35 U.S.C, § 3(a)(e6). Ths
Supreme Court hae held that "for cauvee” restricticons on the
Fregident's auvthority to ramove officers are vncongtitutional if
they "impeda the President's ability to perform kis
conatituticinal duty* to ensure that the laws sre faithfully

“axecuted. Morrigon v, QlBgn. 487 U.S. 654, 691 (1988). - Under.
that standard, the removal xestriction in H.R. 3460 would raiaze
significant ccnetitutiocnal concerns if it were held to praclude
the President from dismissing the Commissioner for fallure to’
carry out the President's policiaes.? A

: In that event, the restriction would stand on lese secure
conatituticnal footing than the limitation in the Ethics in
Govarnmens Act (EGAL en.the Presldent's power to remove.
independeént’ counsels, which was upheld by the SUpreme Court™-in

In eoncluding that the ECGA removal restricticn Qid not
unduly hamper the Preeident's ability to perform hie duties, the
Court in u%;;iggn cbserved that the independeant counsel is an
infarior officar, subject to the supsrvision of an officer_o:hsr

2 some contend that policy disagreements betwaen the President

. and an officer do not conatitute rcause" for removal within the

meaning of statutes that impose restrictions on the President's
ramoval autherity.
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than tha President, i.g.,, the Attornay General. The Court alsgo
stregsed that tNe respcneibilities, jurisdiction, and tenure of
an independent counsel are confined to the dicoreta,
particulsriged matter that forms the aubject ¢f hey inquiry.
Furthermore independent counseele lack policymaking and
substantial adminietracive authority. l8. at 6§1. By contrasac,
undery H.R. 3460, the Commissioner of the PTO would be a principal
officer with the power to zppeint inferior officers, snd wsuld
not be subject to the supervision of any officer other than the
President. Mozeover, the Commissioner would enjoy a lengthy
tenures of five yearg, and during that time, would have wide-
ranging jurisdiction O exercise substantial authority over all
patant and trxademark matters.

T be sure, the Commissioner would perform "quasi-judicial®
and "quagi-lagislative®" functions that are analegous to the

"duties carriad out by the boarxds that govern "indepaendent®

zegulatory agencies, the memberg of which cypically may not be
ramoved by the President except “for cause." See !

, 295 U.8. 602, 628 {1935) (upholding
"for cause" restriotion on the Fresident's peower te remove
membera af the Federal Trade Commissien, because the agaency
pexforms quasi-judicial -and quasi-legislative functions that
Congress intanded to be conducted "free from exsgutiva .
control*) .’ However, those agencies invariably are headed by
multi-member boards, and the members' terme are staggared. Thus,
a Prasidant will be able to choose at laast gome of tha members,
and through hies appointments, hava gome say in policymaking at
the agency. But undar H.R. 3460, the Commiasioner, as sole
decipionmaker at the 2TI¢ for five years, might hold office during
the entire term of 3 Presidant-who had not appointed him. In
thoge circuristancea, the removal restricticn in H.R: 3460 would
woxk tc strip the President of meanjngful pelicymaking input at
the PTO. It thaerefore posas a more severe limitation on the
President's authority than the removal restrictions in the
statutes that establish the traditional “i{ndependent" agencies.‘

, 3 In Mgrzipen, the Supreme Court said that while the vsalidity
of a "for ecgusa" regtriction on the President‘'s xremoval authority

-doag - npt turfl angirely on the classification of_an officer's

functlores as quasi-lagielative or quasi-judicial, as-oppesed to
purely executivas, the nature of the officex'd functiond "remains &

-relevant factor in the congtitutienal analysis. See Morrison, 487

U.8. at 689-S1. .

% we raised the sama type of objection lagt year with respect
to the Social Security lndependence and Program lmprovements Act,
Pub. L. No. 103-296, which toock the Social Security Administration
out of the Department of Health and Human Sexvices, and establiebad
it as a separate agency headed by a single Commissicner who serves
& 8ix-year term, and who mAay only be removad for “neglect of duty

2023773151~ - 202 456 2223:#13
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Whother of not the removal rastrietion in H.R. 3460 would bhe
held unceonatitutional by a court, it would be an unwarranted
intrusion on the President's power. We thercfores objesct to tha
restriction, and urge that it be eliminated from the legisiation,

1I. MMM.CM&@:

B.R. 3460 states that the person serving as PTO Commissioner
"on the day before the effective date of the [legisglation] may
serve as the Commiasioner until the date on which a Commiesionex
ie appointed undar (the legiglaticn]." ges§ proposed 35 U.S.C.
.§ 3(h){4). Thie provision raigss concerns under the Appoincments .
Clauses of Article II of the Constitution, which requires that
principal officers mugt be appeinted by the Preaidant, by and
with the advice and consent ¢f the Senate. U,8. Const. Axrt. II,
$§ 2, el. 2. pBee Marrigon, 487 U.§. at 670. At present, the
Commissionar of the PTO, &8 that offjice is constituted within tke
Commerce Depattment,” is appointed in that manner. feg 35 U.S.C.
£ 3. It is well- establighed that a principal officer who has
bean appointed to an office in conformity with the Appointments
Clause may be assigned by Congress to pexrform additional
functions that are gaermane to those that he already performs
"without rendering it necessary that [he] should be again
nominated and appointed." ghoamaker v, Upitad Stateg, 147 U.S.
282, 301 (1893). Seg algo Weima v. Uolted Scates, 114 S. Ct.
752, 758 (1954) (reaffirxming Shogmakgxr). However, that rule does
not apply where Congress subgtantially transforms the nature of
an exiecing offive and designates a particular individual te head
- wnat s aaaant;allj a navw ogficc

or malfeasance in cffice“ (which is.a wvariation-of a "for cauase”
removal restrictionj. See President's Statemant on Signing the
Sccial Becurity Independence and Program Improvements Act of 1994,
30 Weekly Comp. Pres. Doc. 1676 (Aug. 22, 1994) ("I must hote that,
“ in the opinion of the Justice Department, ' the provisien that the
President can removae the singla Commissgioner only for neglect of
duty or malfessance in office raises a significanc constitutional
questien.”).
- s for exumpia, in i 3 o
QTe, 732 F. Supp. 1183 (D.D.C. 1350), the ceurt considered an
Appointmants Clause challenge to the proviaionu ip the 1989 thrift
ball-out law that abolighed the threa-member Pedersl Home Loan Bank
Board (FHLBR), and astablishad in its- place the Office of Thrift
Supervision (0T9), headed by a single Directoxr. " The psracn serving
89 Chairman of the FHLBR on the sffaective date of the law wasa
designated by Congress to serve as the initial Directoxr of tha 07§.
- The eourt held that thass provisiens violated the Appointmentcs
Clausa, because they (i) conferred new dutises on a particular
. officer, rather than on an office. and (ii) traneformed the naturae

S e i
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Va bélicva;that uvnder X.R. 3460, as currently confiqured,
the office of PTO Commissioner will be ctrangformed sc that it

" will become a new office.® Thus, upen the effective date of

H.R. 3460, Congreas may not provide that the previous PTO
Comnmissioner serve as Cummlssicner of the new PTR. This
provigion should be eliminated. Ona alternative would be to make
the effective date Of the new PTO the date that the new
Commissicner is confirmed by the Senate, and hence is .

congtirutinnally authorized to assume office.

There 1le another alternative. To avoid an unconstitutional
result, language could ba added azllowing the Presidsnt te
designate an interim Commiesionar of the President's own
choosing, including the incumbent.

- r-

Bnactment of this legislaticn, as currently drafted, would"
dierupt the ordurly defense =f tort suits brought against the
unitad States and would interfere with Executive Branch control
cver payments from the Judgment Pund.

As draftad, the bkill deae violance to the ordérly handling

. of Pederal Toxt Claims Act caces for the following rezsona.

Firet, it provides that "with respect to any action in which the
Cffice is a party or an officer or employee tharecf ig a party in
his or her cfficial capacity, the Office, officer., or smployea
may exercise, without prier authorization £rom the Attorney
General, the authoritias and dutiss that cotharwise would be
exercised by the Attornay General on behalf of -the o0ifice,
officer, or employse unde¥r title 28 or other laws." Sge proposed
35 U.S.C.§ 8(b)(1). Second, it would slso give the PJO the
authoricy to determine that lta employees were acting within the

of the FHLES by ﬁaking its head a single directex, in place of a
threa-parson board. J4, at 1192.93. .

€ Among the facters that laad us to that conclusion azxa: {1)
the Commigsicner would Le a principal officer in charge of a free-
standing entity, not simply an inferior officer hé&ading s component
within an agency:; (2) the Commigsidner would have the power to
appeint inferior officers of the PTO; (53) tha Commigsicner would
sexve for a longer term than at prasent, and could only be remgved
for cause; and (4) the responsibilities of the PTO, as set forth in
§ 112 of H.R. 34€0 (amending 35 U.8.C. § 2), are far more expansive
than the office's existing charter, Qag 35 U.8.C. § 6. We
underetand, however, that the Adminigtration i1ia suggeating

amendments that could significantly change these proviasicns., Wa

will continue to review thepe pxovisions as the bill makes its way
through the Congreesional process.



- SENT BY:Xcrox Telccopicr 7020 © §- 8-86 : 2:36 ; 2023773151d 202 456 2203:#15

-a-

ecope of thair.employment and substitute icselz ag a defendan: in
their stead. S¢g proposed 35 U.5.C. § 8(a) (5).

These provisions would disrupt the orderly precocassing of
tert claims againet the PTO and other federal agencies, ,The
proposed grant to the PTO of the Attorney Genexal's authority in
guch cases would mean that this one eatity would have unlimited
authority to settle tort cases, thereby destroying the Auvtorney
‘Genaral's ability tO ensura chac settlementgs of comparable casas
axve comparable and limited. A grant of Burh unbridled sectlement
authority is totally unwarranted.

This unprecedentad grant of authority to the FTO to make
scope of employment determinations could have unintended
coneequences in criminal matters. The Attorney General's
prosecutive judgment must not be preempted or compromised by a
scope of employment certification originating in the Corparation
respecting the same challenged conduct. 1If the scops of
employment determination by the Corporation wera deemed te be
conclusive, than the Attorney General's prosecutorial autherity
would be seyiously compromised, Where there are parallel ‘civil
and criminal conseguences the Attorney CGenszral must be frga to
argue that the employes acted outeide the scope of his or her
amployment in order that the Government's position in the civil
case is congistent with & decision to prosecuts. The ¢riminal
juetice process mugt proceed with the Attorney General's dis-
cration unfettered by pressures orzginan;ng in unacoountable
governmental entities. .

- Section 11§ of H.R. 346C would {ae ncted przvxously] include
2 provzeian that would pexmit the proposed new agency’'s personnel
to exercise tha authority hexatofors within the exclusive domalin
of the ACtorney Genexal, If the new entity is to have its :
liakility measurad under the FICA as a federal agency, such
licigation ahOuld be handled by the Attorney Gancral

The language in proposed § 35 U.8.C. § 2(b)(17) may not be
adoguate to ensurs that the Judgment Fund is not liable for
claims against the proposed corporation. This subsection should
be amgnded to state: “shall pay any settlement ox judgemant
entered—ngaaﬂs! ic
- -1 k. £rom the ]
funéds of the O0ffice and not £rom amcunta available under secticn -
1304 of titla 31" (new language underlined). 1If thig change is
. not made the bill could endangsx the Judgment Fund estsbliashed in
31 U.8.C.” § 1304, bacauge it would rot be abdolutdly clear that
the Judgmant Fund could not be tapped.

Unless tha bill i@ amended as suggested above, the courte

L might well conclude that tha fadezal government is liable under
the Federagl Tert Claima Act for any torts of the Office’s
employees or its officers, with payment of any judgmants

—— LA AS—— — vt * AP § | e e Y Ve S—
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apparently to come from the Judgment Fund. The Attorney
General'e ravie® and approval of payments from the Fund are
intended to provide a vital check on abuses that would interfere
with the Fund's important and unique statutory purpose. See

28 U.8.C. § 2414. The lesgislation would eliminate this barrier |
to unqualifised payments. Undar the current statutory gtxucture,
28 U.S.C. § 2414 authorizes the Attorney General to certify for
payment compremise gectlements and judgments rendered againet  the
United Statas. Where certain other conditione axe mat, asuch
payment may be made from the Judgment Fund established pursuant
to 31 U.§.C. § 1304. Under ‘curgent law for instance, tores
compromices in settlemente involving the. Patent and Tradsemark.
Office are pavable from the Judgment Fund, not Zrom fees
collected pursuant to proviaions of tha laws administéred by that’
office. This is so because the Judgmant Fund is intended
primarily tc pay judgments and settlcements againet tha United
8tates. o

If the Corporation is to ba independent and self-sufficient,
all judgments and sattlaments arising from the actions of its
amployveas or cfficers should be paid from ite own funds.

: In sum, the Hill as currantly drafted provides for weaker,
racther than gyeater, accounhtability on the part of the BTO, and
no institutional check such as the Justice Cepartment niow
provides as guardian of the Judgment Fund. 1In these
circumstances, permitting the Office to rap the Judgmant Fund ag
a regult of its own actions or to fund claims in.litigaticn in
which the Qffice would have representad itself, would ba
extremely imprudent. ‘



