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Description/Scope of Responsibilities

The United States Patent and Trademark Office (USPTO) is an agency within the United States Department of Commerce (DOC).
The Under Secretary of Commerce for Intellectual Property and Director of the USPTO leads the USPTO and consults the Patent
Public Advisory Committee (PPAC) and the Trademark Public Advisory Committee (TPAC) on office policies, goals, performance,
budgets, and user fees. The Commissioner for Patents oversees the Patents organization, and the Commissioner for Trademarks
oversees the Trademarks organization. The Commissioners, whom the Secretary of Commerce appoints, enter into annual
performance agreements with the Secretary that describe their measurable organizational goals.

The USPTO fosters innovation, competitiveness, entrepreneurship, and equitable economic growth in the United States by conducting
high-quality and timely patent and trademark examination and review proceedings to produce stable, reliable, and predictable
intellectual property (IP) rights; guiding IP policy and improving IP rights protection; and delivering IP information and education in the
United States and internationally. Patents and Trademarks are distinct business lines within the USPTO that administer the patent and
trademark laws that protect IP and brands. USPTO employees perform the inherently governmental functions of issuing patents and
registering trademarks as well as providing domestic and global leadership on IP issues. A number of mission-support activities are
not inherently governmental, and third-party contractors perform some of these functions.

The USPTO estimates that it will employ 14,363 federal employees, including patent examiners, trademark examining attorneys,
information technology (IT) specialists, attorneys, and other administrative staff in fiscal year (FY) 2023. The USPTO has a nationwide
workforce and, in part, uses remote work, including telework, to employ, engage, and retain employees. This is a core component of
the USPTO’s business strategy.

The USPTO is a demand-driven, fee-funded, performance-based organization committed to delivering balanced IP protection and
information to its stakeholders, including inventors, entrepreneurs, businesses, IP organizations, and international entities.

The USPTO is headquartered in Alexandria, Virginia. The agency has four regional offices in Detroit, Michigan; Denver, Colorado;
San Jose, California; and Dallas, Texas. There is also an Eastern Regional Outreach Office based at headquarters.

Exhibit 32/33 contains the USPTO'’s legislative authorities.

Disclaimer
Due to rounding, the numbers presented in tables throughout this document may not add up precisely to the totals provided, and

percentages may not precisely reflect the absolute figures.
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Exhibit 3

Department of Commerce
U.S. Patent and Trademark Office
Budget Estimates, Fiscal Year 2023
Executive Summary
The USPTO’s FY 2023 Budget (Budget) estimates
agency fee collections of $4,253 million, consisting of

USPTO Operating Levels FY 2021-FY 2023

N o Dollars in millions FY 2021 FY 2022 FY 2023
$3,711 million in patent fees and $542 million in Estimated Fee Revenue 3625 4.1261 4,253
trademark fees. The USPTO also expects to collect (Appropriation/Authority)
$54 million in other income (e.g., miscellaneous Other Income 38 54 54
reimbursements). Estimated spending is $4,152 million, Operating Reserve BOY Balance 513 684 417
consisting of $3,648 million in Patents spending and 12::: E:::mgzig g“:gziﬁ“’a"ab'e (34:,121‘; (:68166?; ( 44’17522‘;
$504 million in Trademarks spending. This required Available at EOY P g 452 "848 572
spending level supports 14,363 positions, and it transfers Transfer (to)/from Patent and 232 (4312 431
$2.45 million to DOC'’s Office of Inspector General (OIG). Trademark Fee Reserve Fund
In addition, the USPTO will add $155 million to the (PTFRF)
operating reserves (ORs). The agency requests authority |-OQperating Reserve EQY Balance 684 a7 1,002
for full access to the fee collection estimate ($4,253 Patent & TM Fee Reserve Fund (PTFRF)

- . . . PTFRF BOY Balance 232 - 431
mllllon) to offset the spendlng requllrement and achieve Transfer to/(from) PTFRF (232) 4312 (431)
the planned OR balance; under this request, the PTFRF EOY Balance - 431 -
USPTO’s FY 2023 net appropriation is $0. EOY Operating Reserve and PTFRF 684 848 1,002

Balances
The USPTO predicated the Budget on workload and fee | Authorized Positions 13,474 13,880 14,363

. . . . . 'FY 2022 amount represents estimated fee collections only, not the anticipated appropriation.
collection estimates derived from internal produ_ctlon and 2The $431 million transfer to the PTFRF indicated represents the amount by which the USPTO estimates
workload models, as well as gIobaI and domestic revenue will exceed an FY 2022 full-year continuing resolution (CR) level.

indicators of economic activity and IP growth. The

USPTO estimates that the growth rate for serialized (original) patent applications will increase by 0.5% over the projected FY 2022 growth
rate, and trademark applications will increase by more than 13% in FY 2023. These forecasts have inherent uncertainty, and actual demand
for patents and trademarks could be higher or lower than projected. The USPTO must meet actual demand regardless of these forecasts
and estimated spending requirements.

To mitigate the risk of uncertain demand, the USPTO maintains two ORs (i.e., Patents and Trademarks). The ORs are a Government
Accountability Office (GAO) best practice for user fee-funded government agencies like the USPTO. The ORs enable the USPTO to
consistently finance agency operations when:

e Fee collections are partially or wholly unavailable (e.g., CRs, government shutdowns, etc.);

¢ Fee collections are lower than expected (e.g., unexpected economic downturns);
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e Seasonal spending requirements exceed seasonal fee collections (e.g., normal cash flow variability);

o Demand for patent or trademark services unexpectedly increases (e.g., unexpected economic upturns), resulting in higher than
planned spending requirements to address the increases in work volumes; or

o Other unanticipated spending requirements exceeding planned estimates are necessary to maintain USPTO operations.

Depositing a portion of annual fee collections into the ORs, such that they are available to finance USPTO operations in the event of any of
the above circumstances, is a USPTO budgetary requirement.

The USPTO commits itself to fiscal responsibility. It makes prudent decisions to align spending priorities with fee revenue projections to
meet workload requirements and maintain sufficient OR levels. The fee setting authority authorized in the 2011 Leahy-Smith America
Invents Act (AIA) (Pub. L. 112-29), and extended in the Study of Underrepresented Classes Chasing Engineering and Science Success
(SUCCESS) Act of 2018 (Pub. L. 115-273), also provides the USPTO with the necessary flexibility to set and adjust fees. In addition, the AIA
created a framework for providing the USPTO full access to fees collected.

The patent fee collection estimates included in this document reflect current patent-related fee amounts, which were implemented on
October 2, 2020. The trademark fee collection estimates reflect adjustments to trademark-related fees that were implemented on January 2,
2021, as well as trademark fee collections expected to result from the USPTO’s implementation of the Trademark Modernization Act of 2020
(TMA) (Pub. L. 116-260). The TMA was signed into law on December 27, 2020, and the USPTO implemented it on December 18, 2021.

The Budget results reflect the USPTO’s work on: issuing reliable, predictable, and high-quality IP rights; optimizing patent and trademark
application pendency; enhancing patent administrative appeal and post-grant processes; implementing the TMA and other measures to
secure the integrity of the Trademark Register; engaging with stakeholders and conducting outreach and education, both domestically and
internationally; promoting and protecting patent and trademark IP rights; and investing in the USPTO’s IT program. The Budget also includes
long-term investments, and it supports applicable administration priorities and executive orders (EOs).

Budget Highlights

The USPTO’s FY 2023 estimated spending is $4,152 million. This is a $136 million increase (net) relative to the FY 2022 estimated
spending of $4,016 million. The net increase is comprised of a $215 million upward adjustment for prescribed inflation/adjustments to base
and a $79 million downward adjustment in program spending and other realized efficiencies. This aggregate funding level allows for the
hiring of 650 patent examiners (roughly 250 over estimated attrition levels), the hiring of 100 trademark examining attorneys (approximately
60 over estimated attrition levels), and sufficient production support capabilities required to match examination capacity with the expected
workload. Furthermore, the planned increase facilitates additional examination capacity intended to improve patent term adjustment (PTA)
compliance rates, address increased demand for trademark applications and manage the associated backlog, and support progress toward
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trademark pendency goals. The Budget also continues to fund stabilization and modernization efforts regarding the USPTQO’s business
systems and IT infrastructure, as well as provide resources to support the TMA implementation.

Performance
For current Government Performance and Results Act (GPRA) targets, please see the Appendix VIII — FY 2023/2021 Annual Performance
Plan and Report Back up starting on page 182.

Adjustments
Inflationary Adjustments

The USPTO’s FY 2023 base includes a total of $4,226 million and 13,543 full-time equivalents (FTEs)/13,881 positions; inflationary
adjustments to current programs for USPTO activities were calculated from these levels. These adjustments include the estimated 4.6%
civilian pay raise planned in FY 2023 and inflationary increases for labor and non-labor activities such as benefits, service contracts, utilities,
and lease payments.

USPTO -7



Patents and Trademarks Businesses: Five-Year Horizon

The USPTO’s Budget includes two distinct business lines: Patents and Trademarks. Fee collections received for incoming Patents and
Trademarks work finance Patents and Trademarks operations, respectively. The five-year forecast summary reflects the USPTO’s planning
and budget priorities. The five-year estimates contain inherent uncertainty because the exact economic conditions upon which fee
collections are premised are unknown. This, in turn, results in uncertainties in the spending requirements in the five-year forecast summary
that are also driven by economic conditions. The USPTO routinely updates its fee collection forecasts, tracks operational and financial
performance, and monitors changes in the economy to mitigate this risk of uncertainty. Appendix Ill includes a detailed description of how
the USPTO develops workload and fee collection estimates for the two business lines.

The USPTO has two ORs: Patents and Trademarks. The agency maintains OR balances to mitigate financial and operational risks
(previously described in the Executive Summary). The ORs contain available and unspent prior-year fee collections; once apportioned by
the Office of Management and Budget, they are immediately available for use. The USPTO uses all available funding sources (i.e.,
appropriated fee collections and ORs) to continuously finance agency operations; the ORs are not distinct accounts or segregated fund
balances. The USPTO assesses planning targets annually, and the ORs supplement annual collections when annual spending requirements
are more than collections. The ORs also assist with cash flow management when normal seasonal variability causes spending to
periodically exceed fee collections or provide funding as unplanned requirements emerge that are necessary for the continuous operation of
the USPTO. The agency manages the ORs within a range of minimum (low) and optimal (high) balance levels. The USPTO sets minimum
OR balances annually as a lower bound while building the ORs to the optimal level. The agency reviews the OR optimal balance targets
biennially and sets their levels to mitigate fee collection and spending risk factors. Through its multi-year planning, the USPTO aims to
achieve or approach the OR optimal levels within the five-year forecast.

The annual OR balances do not include amounts on deposit in the PTFRF, which is a separate account. When actual fee collections exceed
the amounts authorized in the annual appropriations in a given year, the USPTO deposits the excess fee collections in the PTFRF. The
USPTO cannot use the fee collections deposited in the PTFRF immediately, and PTFRF balances do not mitigate short-term operational
financing risks. The agency must notify Congress using the congressional reprogramming process before PTFRF deposits can be used to
finance USPTO operations.

Long-Term Planning

As a fully fee-funded agency, the USPTO relies on a comprehensive, multi-year budgetary outlook. The Budget includes estimates for
potential long-term investments, including activities supporting applicable administration priorities and EOs. The agency establishes long-
term planning estimates to facilitate effective resource planning and inform fee setting over the five-year budget horizon.

Planning estimates in the Budget incorporate efforts to support the Council for Inclusive Innovation (Cl?); expand the USPTQ'’s presence to
better deliver IP education and information to underserved communities; meet workload requirements to address unprecedented trademark
application filings and the resulting inventory backlog; strengthen the integrity of the Trademark Register; improve IT resiliency and failover
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capabilities; support a hybrid workforce, including more reliance on telework and remote work; and implement EOs addressing key
administration priorities, such as EO 14002, “Economic Relief Related to the COVID-19 Pandemic,” and EO 13985, “Advancing Racial
Equity and Support for Underserved Communities Through the Federal Government.”

Patents Business: Five-Year Horizon

The USPTO continues to focus on accurate and consistent results in patent search and examination, while improving the timeliness of
patent examinations. Ensuring the reliability of issued patents so that stakeholders have confidence in patent grants is a commitment that
requires investments of time, training, and other resources, as supported by the Budget.

The FY 2023 Budget projects 2.0% growth annually for _ Figure1(a)

serialized (original) filings—the largest component of the 660 Change in Patent Applications, 10,000
overall application growth rate—between FY 2023 and FY Inventory, and Examiners 9500
2027. As seen in Figure 1(b), the USPTO projects an 640 ‘

overall annual growth rate of 1.2% in utility, plant, and - ; : 9,000
reissue (UPR) application filings in FY 2023. The UPR 620 , - T 500
annual growth rate differs from the serialized growth rate in 8 000
that it also includes request for continued examination v
(RCE) filings, which are a function of total disposals, 7,500
average examiner grade, and various initiatives designed to 580 7,000
reduce RCE filings. The USPTO expects an average 6,500
decrease in RCE filings, which would ultimately reduce the 560

total UPR filing growth rate. As a result of these filing 6,000
trends, the USPTO has updated its patent examiner hiring 540 5,500
plans to 650 new hires in FY 2022 and FY 2023, 500 new FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027

hires in FY 2024, and slower hiring in the years that follow,

as demonstrated in Figure 1(a). The USPTO calculates all
patent spending and fee estimates based on these assumptions.

600

In Thousands
EOY Examiners

Applications mEEEE Unexamined Patent Application Backlog @== Examiners at End-of-Year

PTA was established by the American Inventors Protection Act of 1999. A patent term is a measure of the period of time that a patentis in
force, and PTA provides for the adjustment of a patent term to account for certain USPTO administrative delays of a patent application.
Often described as the “14-4-4-4-36 time frames,” the specified time frames require the USPTO to issue an office action within 14 months
after receipt of an application filing, respond to a reply or an appeal within four months after the reply was filed or the appeal was taken, act
on an application within four months after a decision by the Patent Trial and Appeal Board (PTAB) or a federal court, issue a patent within
four months after the payment of an issue fee, and issue a patent within 36 months from the filing date of an application. The staffing plan
included in this Budget provides the patent examiner staffing level required to address increasing workloads, as well as to balance quality
and pendency targets within the framework of the PTA examination time frames. In the ongoing efforts to improve certainty and timeliness,
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the USPTO will continue to closely monitor inventory and application filing levels and calibrate examination capacity to reduce PTA while
optimizing the issuance of reliable, predictable, and consistent patents. The projected results will change in accordance with planned hiring
levels and other assumptions.

Figure 1(b) - Patents Performance Outlook

, Plant, and Reissue FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027

UPR Applications 595,810 599,900 607,200 619,700 630,800 639,200 648,600
Growth Rate -2.2% 0.7% 1.2% 2.1% 1.8% 1.3% 1.5%
Serialized Applications 450,434 457,300 466,500 475,800 485,300 495,000 505,000
Serialized Growth Rate -0.1% 1.5% 2.0% 2.0% 2.0% 2.0% 2.0%
Production Units 555,098 576,300 580,900 595,100 605,200 611,500 616,100

Performance Measures

Total PTA Compliance - Mailed Actions (Percent) 83% 80% 80% 81% 82% 83% 84%
Total PTA Compliance - Remaining Inventory (Percent) 86% 87% 88% 89% 90% 90% 91%
Examiners at End-of-Year 8,231 8,477 8,713 8,804 8,799 8,770 8,744

To achieve the performance commitments shown above, the USPTO has developed its estimates of Patents spending and fee collections,
as shown in Figure 1(c).
Figure 1(c) - Patents Financial Outlook

FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027

Estimated Fee Revenue (Appropriation/Authority) 3,152 3,631" 3,711 3,808 3,851 3,941 4,035

Other Income 33 43 43 43 43 43 43

Operating Reserve BOY Balance 397 476 218 705 830 930 1,064
Total Estimated Funds Available 3,682 4,150 3,973 4,556 4,724 4,914 5,142
Total Estimated Spending (3,321) (3,551)  (3,648) (3,727) (3,794) (3,850)  (3,885)
Available at EOY 260 598 325 830 930 1,064 1,258

Transfer (to)/from PTFRF 215 (380)? 380 - - - -
Operating Reserve EOY Balance 476 218 705 830 930 1,064 1,258
Patent & TM Fee Reserve Fund (PTFRF)

PTFRF BOY Balance 215 - 380 - - - -

Transfer to/(from) PTFRF (215) 3802 (380) - - - -
PTFRF EQOY Balance - 380 - - - - -
EQY Operating Reserve and PTFRF Balances 476 598 705 830 930 1,064 1,258
'FY 2022 amount represents estimated fee collections only, not the anticipated appropriation.
2The $380 million transfer to the PTFRF represents the amount by which the USPTO estimates revenue will exceed the FY 2022 full-year CR level.
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Projected Fee Collections

Filing growth projections have a direct impact on fee collections. While the COVID-19 pandemic resulted in economic uncertainty and
affected patent filing levels, by the end of FY 2021, both patent filings and fees were stronger than anticipated at the beginning of the year.
Expectations for patent filings in FY 2023 and future years assume a return to steady, positive growth. The USPTO projects that serialized
patent application filings will grow by 1.5% in FY 2022, as the economy recovers, before leveling out at 2.0% annual growth over

the remainder of the planning horizon.

The patent fee collection estimates reflect the patent fee schedule that took effect on October 2, 2020. The USPTO continues to conduct
biennial fee reviews to ensure the fee structure allows for continuous strategic improvements to address stakeholder needs as well as
maintain a sustainable funding model that avoids disruptions when financial resources fluctuate. The USPTO is committed to continuously
improving the design of its fee schedule to provide sufficient financial resources to administer the U.S. IP system effectively, while
maintaining a rigorous and transparent review process.

Estimated Spending
Due to inflationary increases and additional capacity to meet forecasted workload requirements, the USPTO projects that Patents will require
a spending increase at a 2.6% compound annual growth rate (CAGR) through FY 2027, relative to the FY 2021 baseline level.

Impact of Increasing Patent Examiner Time

The time allotted for patent examiners to examine applications is a critical link between timeliness and quality. Significant changes in patent
prosecution have occurred since the USPTO last established time goals for examination, including new and converging technologies of
increasing complexity, a growing volume of prior art, and a change to the system used to classify patent applications and search for prior art.
Between October 2019 and October 2020, the USPTO phased in updates to the method of allotting time for examining patent applications to
account for the full scope of technology covered in an application, the complexity of the application, the prior art search, consideration of
whether a pro se applicant files the application, and changes in application routing. Patents has been studying the impacts of those changes
on examination time, considering feedback from various stakeholders and oversight bodies, and evaluating other potential improvements.

Currently, the USPTO is considering an additional phased increase in examination time and developing a research and development
environment (called the “R&D art unit,” and formerly known as the “test art unit”) to assess the impact of this change and provide evidence to
inform future budget decisions. This R&D art unit will enable a cadre of patent examiners, detailed temporarily from existing art units, to
perform examination functions while piloting defined solutions and alternative perspectives to problems or challenges that could impact the
patent examination process. Conducting pilots within this R&D art unit will allow the USPTO to analyze the organizational and financial
impacts of increased examination time as well as potential impacts on productivity. Initial analysis of the first pilot indicates it will cost
approximately $2 million for detailed staff to devote 30% of their time to the program for a full year. Using detailed examiners results in
comparatively minimal costs to the USPTO and is not reflective of how much full implementation of the piloted changes would cost. A more
complete cost assessment of the increased examination time scenario is forthcoming in a future budget. The USPTO anticipates these
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changes will provide for stronger patents by increasing the efficiency of examination, improving decisions, and optimizing the balance of
timeliness and quality.

Patents Operating Reserve Figure 1(d)

The USPTO manages its ORs within a range of acceptable Patent Operating Reserve Balance

balances—a minimum planning level and an optimal planning

level—based on an assessment of key risk factors. For Patents, 1400
the USPTO has set the minimum planning level OR balance at 1200 -

$325 million in FY 2022 and $350 million in FY 2023—just over P

one month’s operating expenses. For the Patents business line, ¢ 1000 ~ —

the USPTO has set the optimal planning level OR balance at S — —— ‘,‘ —
approximately three months of operating expenses: $888 million = 8% -

in FY 2022 and $912 million in FY 2023 (see Figure 1(d)). The i 600 /

Patents optimal reserve assessment, last conducted in 2021, “ /
revalidated the three-month optimal level as the appropriate 400 — e — . .

long-range target to mitigate the identified risk factors, including 200 >

the high percentage of fixed costs in the Patents business line

and the uncertain legal, judicial, and policy environments. 0

FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027

The USPTO anticipates fee collections and other income will

exceed obligations by approximately $107 million in FY 2023. Depositing this balance into the Patents OR is a budgetary requirement that
will enable the USPTO to build the Patents OR toward the optimal level. Please note, as depicted in Figure 1(d), the Patents OR will drop
below the minimum level in FY 2022 due to the assumption of a full-year CR for FY 2022. A full year CR will result in $380 million in fee
collections above the CR level being deposited into the PTFRF. As a result, the USPTO will finance $164 million in FY 2022 requirements
from the OR balances. Once the fees deposited in the PTFRF are reprogrammed in FY 2023, those reprogrammed balances will replenish
the OR and will be available to finance mission requirements.

The USPTO bases the OR projections on point-in-time estimates and assumptions that are inherently uncertain and subject to change.
Uncertainties around adjustments to examination capacity, time allotted to examiners to perform their work, re-competitions of contracts,
changes to workload, and decreases in revenue, among other issues, could impact the USPTO’s ability to achieve the projected OR levels.
Per USPTO policy, the agency assesses the need for a downward fee adjustment if the Patents OR balance is projected to exceed the
optimal level by more than 10% for at least two consecutive years. Under the current forecast, this is projected to occur in FY 2027.
However, the USPTO’s long-term financial outlook can change dramatically due to changing assumptions or differences in planned and
actual amounts, including unexpected inflation. Taking immediate actions to reduce fee rates would be premature, particularly as the
USPTO continues to assess impacts of potential changes in examination time and the cost of inflation adjustments. The USPTO is carefully
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monitoring the point-in-time estimates and assumptions, including the annual growth of the OR. If the current financial outlook holds, the
USPTO may consider fee adjustments in future years.

Trademarks Business: Five-Year Horizon

The USPTO is committed to maintaining high-quality examination of trademark applications, with a continued focus on timeliness.
Historically, trademark application filings have exhibited a stronger and more immediate correlation with the economy (as measured by
changes in gross domestic product and venture capital investment) than patent filings. The FY 2023 projections build off the tumultuous
years of FY 2020 and FY 2021. The USPTO experienced a pandemic-related reduction in trademark application filings during the second
quarter of FY 2020 that, at the time, looked likely to continue, causing the USPTO to defer the hiring of examining attorneys and reduce its
operating tempo. However, this was followed by an unexpected and extreme surge in filings in the fourth quarter that, in large part, coincided
with governments issuing COVID-19-related economic stimuli globally. Strong economic conditions continued in FY 2021. Since then,
Trademarks has experienced a gradual deceleration and return to “normal” that has continued through January 2022.

For FY 2023 and beyond, the USPTO projects that filings will grow by an average of about 10% year over year. Given the anticipated
increase in filings and the record-high backlog of unexamined applications, Trademarks plans to increase staffing levels for examining
attorneys during the five-year planning horizon, as demonstrated in Figure 2(a). As shown in Figure 2(b), this forecast also predicts a
slowdown in trademark filings in FY 2022—after the abnormally strong demand in FY 2020 and FY 2021, but before historical positive
growth rates resume.

Figure 2(a)

For over a decade, the USPTO maintained first action Change in Trademark Applications,

pendency at between 2.5 and 3.5 months. However, the Balanced Disposals, and Examining Attorneys

USPTO entered FY 2021 with a considerable backlog of 3500 1,100
unexamined applications because of the economic 3,000 1,000

recovery and subsequent increase in trademark filings.
This swift increase led the USPTO to revise its first action
pendency targets upward, to between 2.5 and 7.5 months

800
for FY 2022 and to between 2.5 and 6.5 months for FY 700
2023, before the targets trend down to normalized levels ' o0
in FY 2027. Total pendency goals are expressed as the 1.000
optimal target only, currently designated as thirteen and a 00
half months, i.e., six months longer than first action 50 00
pendency. In the coming years, USPTO'’s efforts will be to 0 300

keep first action pendency below the high end of the FY2021 FY2022 ~ FY2023  FY2024  FY2025  FY2026  FY2027
ranges. The low end of the ranges are included in the
goals as an indication that there is an optimal minimum
first action pendency that ensures high quality
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examination. The pendency adjustment from previous years, represents the recognition that working through the unprecedented surge and
backlog will take several years. The USPTO is adding additional examiners as well as piloting a program which adds provisional, flexible
workforce capacity to address the high inventory levels more quickly. It is also exploring opportunities to reengineer and automate processes
that would make examination more efficient. In addition, the TMA sets forth a series of initiatives to improve and strengthen the accuracy
and integrity of the federal Trademark Register. The TMA went into effect on December 18, 2021. Its implementation will enable individuals,
businesses, and the USPTO to use new tools to clear away unused registered trademarks from the federal Trademark Register. The TMA
also equips the USPTO with an additional tool to move applications through the registration process more efficiently. By December 1, 2022,
applicants will have shortened periods for responses to office actions. The USPTO will continue to identify additional resources and costs
related to the development and execution of the new provisions, specifically in the IT system and examination areas.

Figure 2(b) - Trademarks Performance Outlook

Trademarks FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
Applications 943,928 872,000 991,000 1,097,000 1,195,000 1,294,000 1,403,000
Growth Rate 27.9% -7.6% 13.6% 10.7% 8.9% 8.3% 8.4%
Balanced Disposals 1,412,700 1,760,600 1,984,100 2,164,000 2,457,267 2,705,296 2,866,006
Performance Measures

Avg. First Action Pendency (Months)' 6.3 2.5-7.5 2.5-6.5 2.56.0 2.5-5.5 2545 2540
Avg. Total Pendency (Months) 11.3 13.5 13.5 13.0 12.5 12.0 12.0
Examining Attorneys at End-of-Year 661 726 790 852 907 961 1,014

" In the coming years, USPTQ’s efforts will be to keep first action pendency below the high end of the ranges. The low end of the ranges are included in the goals as an indication that there is an
optimal minimum first action pendency that ensures high quality examination.

To achieve the performance commitments shown above, the USPTO has developed its estimates of Trademarks spending and fee
collections, as shown in Figure 2(c).
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Figure 2(c) - Trademarks Financial Outlook

FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027

Estimated Fee Revenue (Appropriation/Authority) 473 4957 542 586 628 674 726

Other Income 6 10 10 10 10 10 10

Operating Reserve BOY Balance 116 208 198 298 383 488 618
Total Estimated Funds Available 594 714 751 895 1,022 1,172 1,355
Total Estimated Spending (403) (464) (504) (511) (534) (555) (580)
Available at EOY 192 249 247 383 488 618 775

Transfer (to)/from PTFRF 16 (51)? 51 - - - -
Operating Reserve EOY Balance 208 198 298 383 488 618 775
Patent & TM Fee Reserve Fund (PTFRF)

PTFRF BOY Balance 16 - 51 - - - -

Transfer to/(from) PTFRF (16) 51 (51) - - - -
PTFRF EOY Balance - 51 - - - - -
EOY Operating Reserve and PTFRF Balances 208 249 298 383 488 618 775
TFY 2022 amount represents estimated fee collections only, not the anticipated appropriation.
2The $51 million transfer to the PTFRF represents the amount by which the USPTO estimates revenue will exceed the FY 2022 full-year CR level.

Projected Fee Collections

Following a surge in trademark application filings in FY 2021, filings are projected to decrease by 7.6% in FY 2022, then rebound with
growth of 13.6% in FY 2023. The FY 2023 filing increase reflects a return to growth rates that align more closely with the historical pattern
over the remainder of the planning horizon. The filing growth projections have a direct impact on estimated fee collections, which reflect the
trademark fee schedule that took effect on January 2, 2021. In addition, the trademark fee collection estimates include fee adjustments in
response to the TMA that are expected to increase trademark revenue by $3 million to $5 million per year.

Estimated Spending

Though the USPTO anticipates a slowdown in application filings in FY 2022, the agency expects increases in new filings to return thereafter.

The USPTO anticipates that, overall, filings will increase by about 459,100 applications (classes) by FY 2027 relative to FY 2021, or a 6.8%
CAGR. To keep pace with the incremental workloads and to support business development and the implementation of new and improved IT
systems to better manage the workload, Trademarks will increase the number of examining attorneys and support personnel. Total annual
Trademarks spending requirements will increase at a 6.3% CAGR through FY 2027 relative to the FY 2021 level. These increases to
spending requirements include inflationary increases, capacity increases, and continued investments to improve Trademarks’ business
effectiveness.
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Trademarks Operating Reserve
The USPTO manages its ORs within a range of acceptable

balances—a minimum planning level and an optimal planning Figure 2(d)

level—based on an assessment of key risk factors. The annual Trademark Operating Reserve Balance

assessment of the minimum planning level OR balance for the 900

Trademarks business line, performed in 2021, resulted in a
decision to temporarily increase the minimum planning level to 800

$100 million in FY 2022 and $120 million in FY 2023 from the FY 700 7

2021 target of $75 million. This represents approximately three g

months’ operating expenses and was deemed necessary to %’ 600 P ”

mitigate the additional risks posed by the high degree of § 500 »

variability in trademark demand over the last two years. The p - ,

USPTO has set the optimal planning level OR balance at s 0

-~
approximately seven months of operating expenses, or $294 300 e
million in FY 2023 (see Figure 2(d)). The USPTO bases this 200 - -
requirement on its 2021 assessment of the optimal OR targets ‘/._—-0\‘

100

relative to the operational and financial risk environment. The o o *
2021 assessment revealed that the USPTO’s risk in pursuing 0
strategies to modify trademark operations to address various FY 2021 FY 2022 FY2023 FY2024 FY2025 FY2026 FY 2027

challenges, from increasing demand to evolving fraudulent and
bad-faith practices, is high. During the 2021 assessment, the USPTO determined the following factors were key in increasing the optimal OR

target:

¢ Balancing workload and workforce and the uncertainty in the future of incoming demand levels.
¢ Impending economic shifts and a higher than average risk of a future economic correction.

¢ A higher than normal risk of short- and long-term planning imprecision.

The USPTO estimates the Trademarks OR will remain at or above the optimal planning level during the planning horizon. Current USPTO
policy is to examine the contributing factors and determine whether adjusting fee rates is required if the Trademarks OR exceeds the optimal
level by 25% for two consecutive years. This Budget projects that the Trademarks OR will exceed the optimal level beginning in FY 2023,
but not by 25%. The OR exceeds the optimal level by 25% for two consecutive year in FY 2026. The USPTO bases these projections on
point-in-time estimates and assumptions that are inherently uncertain and subject to change. The recent economic downturn and sharp
recovery, coupled with higher than expected inflation, demonstrate high levels of uncertainty in workload demand and fee collections. With
the growing trademark application inventory awaiting examination and the rise in suspicious filings and fraudulent specimens, spending
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requirements are likely to increase once the USPTO has fully evaluated and captured the costs of developing novel procedures, processes,
and tools to mitigate bad faith behavior and expand examination capacity. As such, taking immediate actions to reduce fee rates would be
premature. Given this volatility, continuing to deposit a portion of annual fee collections into the Trademarks OR will remain a budgetary
requirement. The USPTO is taking a measured approach by monitoring OR balances and regularly reassessing the revenue forecast as the
contours of the long-term recovery become better understood. If the current financial outlook holds, the USPTO may consider fee
adjustments in future budget requests.
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TOTAL BUDGET AND FINANCING
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Department of Commerce
U.S. Patent and Trademark Office
FY 2023 PROGRAM INCREASES / DECREASES / TERMINATIONS

(Dollar amounts in thousands)
(By Appropriation, Largest to Smallest)

Increases

Exhibit 4A

Page No. Appropriations Budget Program Title of Increase Positions  Budget
InCJ Authority
USPTO-52 Salaries and Expenses Trademark Program Trademark Examining 104 12,362
USPTO-82 Salaries and Expenses Mission Support Program Financial Management Services 5 2,327
USPTO-85 Salaries and Expenses Mission Support Program Miscellaneous General Expense 0 2,254
(MGE)
USPTO-66 Salaries and Expenses Intellectual Property Policy IPR Attaché Program 0 2,019
Protection and Enforcement
Program
USPTO-53 Salaries and Expenses Trademark Program Trademark Trial and Appeals 5 1,240
USPTO-82 Salaries and Expenses Mission Support Program Executive Direction and 6 1,206
Communications
USPTO-83 Salaries and Expenses Mission Support Program Human Resources Management 4 26
and Administrative Services
Subtotal, Increases 124 21,434
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Exhibit 4A

Decreases
Page No. Appropriations Budget Program Title of Decrease Positions Budget Authority
InCJ
USPTO-85 Salaries and Expenses Mission Support Program IT Infrastructure and IT 0 (65,003)
Support Services
USPTO-35 Salaries and Expenses Patent Program Patent Examining 343 (21,477)
USPTO-38 Salaries and Expenses Patent Program Patent Information Resources 7 (8,561)
USPTO-84 Salaries and Expenses Mission Support Program Mission Support Information 0 (2,685)
Resources
USPTO-53 Salaries and Expenses Trademark Program Trademark Information 6 (1,105)
Resources
USPTO-66 Salaries and Expenses Intellectual Property Policy Policy, External Affairs and 2 (902)
Protection and Enforcement Administrative Support
Program
USPTO-83 Salaries and Expenses Mission Support Program Legal Services 0 (397)
USPTO-66 Salaries and Expenses Intellectual Property Policy Global Intellectual Property 0 (30)
Protection and Enforcement Academy (GIPA)
Program
USPTO-37 Salaries and Expenses Patent Program Patent Trial and Appeals - (18)
USPTO-67 Salaries and Expenses Intellectual Property Policy IP P,E&P Information 0 (12)
Protection and Enforcement Resources
Program
Subtotal, Decreases 358 (100,190)
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Page No.
InCJ

Appropriations

Department of Commerce
U.S. Patent and Trademark Office
FY 2023 TRANSFER SUMMARY TABLE

(Dollar amounts in thousands)

Budget Program Title of Transfer Positions

Exhibit 4T

Salaries and Expenses

Mission Support Program 0

Budget Authority

Total, Transfers
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Department of Commerce
U.S. Patent and Trademark Office

Salaries and Expenses

SUMMARY OF RESOURCE REQUIREMENTS

(Dollar amounts in thousands)

Exhibit 5

Budget Total
Positions FTE Authority  Obligations
2022 Annualized CR 13,880 13,091 4,013,679
2023 Adjustments to base:
Plus: Restoration of recoveries/unobligated balances
Plus: Inflationary adjustments to base 1 452 214,608
2023 Base 13,881 13,543 4,228,286
plus: 2023 Program changes 482 251 (78,757)
F2023 Estimate 14,363 13,794 4,149,529
Comparison by activity /subactivity 2021 2022 2023 2023 Increase/(Decrease)
with totals by activity Actual Annualized CR Base Estimate from 2023 Base
Personnel Amount  Personnel Amount  Personnel Amount  Personnel Amount  Personnel Amount
Patents Pos./Obl. 11,889 3,266,311 12,183 3,485,115 12,184 3,663,263 12,544 3,575,328 360 (87,935)
FTE 11,633 11,464 11,869 12,057 187
Trademarks Pos./Obl. 1,360 380,755 1,447 438,476 1,446 467,946 1,564 475,842 117 7,897
FTE 1,304 1,412 1,436 1,496 60
IP Policy Protection and Enforcement Pos./Obl. 226 75,242 251 90,087 251 97,078 255 98,359 4 1,281
FTE 188 215 238 241 4
Total Pos./Obl. 13,474 3,722,309 13,880 4,013,679 13,881 4,228,286 14,363 4,149,529 482 (78,757)
FTE 13,125 13,091 13,543 13,794 251
Adjustments for:
Offsetting Fee Collections (3,624,962) (4,125,962) (4,253,404) (4,253,404) -
Other Income / Recoveries (38,493) (53,500) (53,500) (53,500) -
Unobligated balance, start of year:
Operating Reserve Balance (512,758) (683,787) (416,901) (416,901)
PTFRF Balance (231,883) - (430,669) (430,669)
Unobligated balance, end of year:
Operating Reserve Balance 683,787 416,901 923,738 1,002,495 78,757
PTFRF Balance - 430,669 - - -
Total Budget Authority (2,000) (2,000) (2,450) (2,450) -
Financing from transfers
Transfer from other accounts (-) - - - - -
Transfer to other accounts (+) 2,000 2,000 2,450 2,450 -
Appropriation 0 - 0 0 -
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Comparison by activity:

Patents

Trademarks

IP Policy Enforcement and Protection

Total Obligations

Adjustments for:
Offsetting Fee Collections

Other Income / Recoveries
Unobligated balance, start of year:

Operating Reserve Balance

PTFRF Balance
Unobligated balance, end of year:

Operating Reserve Balance

PTFRF Balance

Total Budget Authority

Financing from transfers
Transfer from other accounts (-)
Transfer to other accounts (+)

Appropriation

Pos./Obl.

FTE

Pos./Obl.

FTE

Pos./Obl.

FTE

Pos./Obl.

FTE

Exhibit 5

2023 2024 2025 2026 2027
Estimate Estimate Estimate Estimate Estimate
Personnel Amount Personnel Amount Personnel Amount Personnel Amount Personnel Amount
12,544 3,575,328 12,727 3,653,542 12,810 3,720,667 12,862 3,775,551 12,916 3,809,697
12,057 12,323 12,458 12,536 12,595
1,564 475,842 1,647 482,608 1,722 504,994 1,794 525,573 1,868 550,422
1,496 1,589 1,671 1,749 1,827
255 98,359 259 99,110 260 100,028 260 100,977 260 101,775
241 244 246 247 248
14,363 4,149,529 14,633 4,235,260 14,792 4,325,689 14,917 4,402,101 15,044 4,461,893
13,794 14,156 14,375 14,532 14,669
(4,253,404) (4,394,635) (4,479,580) (4,614,810) (4,761,842)
(53,500) (53,500) (53,500) (53,500) (53,500)
(416,901) (1,002,495) (1,212,920) (1,417,861) (1,681,621)
(430,669) - - - -
1,002,495 1,212,920 1,417,861 1,681,621 2,032,620
(2,450) (2,450) (2,450) (2,450) (2,450)
2,450 2,450 2,450 2,450 2,450
- 0 (0) - 0

USPTO - 24



Total Obligations

Offsetting collections from:
Federal funds
Trust funds
Non-Federal sources (User Fee Collections)
Other Income

Recoveries

Unobligated balance, start of year
Unobligated balance, transferred
Unobligated balance, end of year
Unobligated balance, expiring
Budget Authority

Financing:
Transfer from other accounts (-)

Transfer to other accounts (+)
Appropriation*

*DOC OIG Transfer

Department of Commerce

U.S. Patent and Trademark Office

Salaries and Expenses
SUMMARY OF FINANCING

(Dollar amounts in thousands)

Exhibit 7

FY 2021 FY 2022 FY 2023 FY 2023 Increase / Decrease
Actual Annualized CR Base Estimate from 2023 Base
3,722,309 4,013,679 4,228,286 4,149,529 (78,757)
(3,624,962) (4,125,962) (4,253,404) (4,253,404) -
(4,772) (7,000) (7,000) (7,000) -
(33,721) (46,500) (46,500) (46,500) -
(744,641) (683,787) (847,570) (847,570) -
683,787 847,570 923,738 1,002,495 78,757
(2,000) (2,000) (2,450) (2,450) 0
2,000 2,000 2,450 2,450 -

0 - 0 0 0
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Department of Commerce
U.S. Patent and Trademark Office
Salaries and Expenses
ADJUSTMENTS TO BASE

(Dollar amounts in thousands)

Technical Transfer to Departmental Management Salary and Expenses

Adjustments
Financing

Other Changes:

2022 Pay raise

2023 Pay raise

Full-year cost in 2023 of positions financed for part-year in 2022
Other Compensation Adjustments

Change in compensable days

Civil Service Retirement System (CSRS)

Federal Employees Retirement System (FERS)
Thrift Savings Plan (TSP)

Federal Insurance Contribution Act (FICA) - OASDI
Health insurance

Employee Compensation Fund

Post-Retirement Benefits 