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National Inventors Hall of Fame that it will
support the concept of a new home for the
Hall of Fame and will support educational
programs in connection with that Home.

The Chair of our Annual Judges Din-
ner, William J. Gilbreth, reports that ar-
rangements are on schedule for what is
expected to be a most entertaining and gala
event. Russell Pelton, who has sung the
National Anthem at the Dinner for many
years asked that we find an appropriate

" replacement for him for this and future
Dinners. At this year’s Dinner, it required
four attorneys to replace Russ. A Barber-
shop Quartetof David Weild, RoryRadding,
Meyer Gross and Thomas Nesbitt, will lead
us this year.

The Advisory Commission on Patent

\w Reform has now proposed specific
mmendations for changes to our patent
system. Among the more controversial
recommendations is: (1) deletion of the
best mode requirement from Rule 112; (2)
permitting a third party requestor broad
participation in reexamination, including
consideration of Rule 112 violations; (3)
adoption of a first-to-file system; (4) per-
mitting a third party prior user rights; (5)
changing In re Hilmer to allow a foreign-
originated application to serve as prior art
from its priority date; and (6) permitting
assignee filing. It is likely that once the

Commission issues a final report, the Ad-
ministration will then sponsor a bill incor-
porating its key recommendations, includ-
ing adopting first-to-file with an appropri-
ate package of changes. Your Association,
throughits Committees, especially the U.S.
Patent Law Committee under Chair John
D. Murnane, the Harmonization Commit-
tee under Chair William J. Brunet and the
Litigation Practice Committee under Chair
Berj A. Terzian, is providing additional

recommendations to the Advisory Com-

(‘ “ssion in order to continue its active par-
-pation in all phases of the proposals to
reform the patent laws.

The Association has now advised the

The final scope of our support has not yet
been determined; however, we will make a
significant pledge providing appropriate
financial support and will provide the Hall
of Fame with opportunities to inform our
membership of its construction proposals
and educational programs.

The Annual Dinner of the NYPTCLA
will be held on Thursday, May 21, 1992,
This years festivities will include installa-
tion of new Officers and Board Members,
presentation of the award for the Inventor
of the Year and presentation of awards to
the winners of the Judge William C. Connor
Writing Competition.

The speaker at the Annual Dimmer will
be the Honorable Alfred M. Wolin, who
recently decided the Honeywell vs. Minolta
patent litigation on autofocus technology.
In addition, it is expected that Judge Wil-
liam C. Connor will attend personally to
present the prizes in the Writing Competi-
tion. Judge Connor, a former President of
our Association, has been voted a Life
Member of the NYPTCLA. He joins a
select field of only 27 Association Mem-
bers who have been voted to life member-
ship in our 70-year history. This promises
to be an exciting event and the Officers and
Board join in extending each member an
invitation to attend.

Howard Barnaby, our Treasurer, re-
ports that plans are well underway for the
‘Washington weekend culminating in the
swearing-in ceremony for candidates for
admission to the Supreme Court of the
United States on June 15, 1992, Dinner
arrangements in honor of our candidates for
admission have just been concluded. Only
a few more candidates can be accepted, so
please let Howard know, at your earliest
convenience, if you wish to attend.

The United States Patent and Trade-
mark Office has invited the NYPTCLA to
participate in the Trilateral User Group
Meeting scheduled February 20 and 21 in
Tokyo, Japan. Representatives from the
European Patent Office, the Japanese Patent
Office and several national bar groups will
be present. Itis expected that harmoniza-
tion issues will be discussed and a full
report will be provided to our membership
by Mike Meller, our representative,

Please take note that the new rules
affecting the duty of disclosure will take
effect on March 16, 1992. The disclosure
rules will apply to all applications pending
on or after that date. As you may know,
under amended Rule 1.56 information is
deemed material to patentability, when, by
itself or combined with other information,
iteither (1) establishes a prima facie case of
unpatentability of a claim or (2} it refutes or
is inconsistent with a position (a) opposing
an argument of unpatentability relied on by
the Office or (b) asserting an argument of
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patentability.

A prima facie case of unpatentability is
established when the information compels
a conclusion that a claim is unpatentable
under the preponderance of evidence, bur-
den-of-proof standard, wherein each claim
term is given its broadest reasonable con-
struction before any consideration is given
to evidence which can be submitted in an
attempt to establish a contrary conclusion.

Please note that under amended Rule
1.97 there are new standards for the timely
filing of an information disclosure state-
ment. Prior to the mailing of either a final
action or a notice of allowance, an informa-
tion disclosure statement must be consid-
ered by the Patent Office upon payment of
an appropriate fee or by making an appro-
priate certification. Afterthe mailing of the
final action or a notice of allowance (but
before payment of the issue fee) informa-
tion must be considered if a proper certifi-
cation is provided, a petition is filed re-
questing such consideration and a petition
feeis paid. Other significant changes have
also been made, Our members are encour-
aged to promptly familiarize themselves
with the new disclosure rules.

Please note that the Continuing Legal
Education Weekend which has been tradi-
tionally scheduled during the first week in
November has been rescheduled to a week-
end in September, 1992, Thedate and place
of the CLE Weckend will be provided to
you in the near future.

~Peter Saxon

“MOTIVATION”
OR “OBVIOUS
TO TRY”

IS THERE A DIFFERENCE?
IS IT A PROPER TEST OF
OBVIOUSNESS?

by James W. Badie
INTRODUCTION

Early decisions of the Patent and Trade-
mark Office (PTO) Board of Appeals
{Board) and the Court of Customs and
Patent Appeals (CCPA) required that fora

claimed invention to be held obvious under
350.5.C. 103 over one or more references,
the cited reference(s) must clearly “sug-
gest” the invention. For whatever reasons,
however, the PTO began to apply a differ-
ent standard in obviousnessrejections, based
on the so-called “obvious to try” standard
rather than the “suggestion” test. The obvi-
ous to try standard, however, was quickly
rejected by the CCPA by repeatedly hold-
ing that obvious to Iry is not a proper
standard of rejection under the statuts,
Recently, however, particularly in the
1980's, the PTO has been applying the 20-
called "motivation” test in rejections under
35 U.8.C. 103. In making such rejections,
the PTO examiners and the Board typically
state that based on the disclosure of one or
more reference(s) one skilled in the art
“would be motivated” or that the prior art
provides the “motivation” to do what the
inventor has done. Although the Court of

Appeals for the Federal Circuit (CAFC or |

Fed. Cir.) stillapplies the suggestion testin
determining obviousness of an invention,
several CAFC cases have relied on motiva-
tionorlack thereof in making such determi-
nation,

A. Criteria for Obviousness

In determining the obviousness of an
invention, the statute, 35 U.S.C. 103, man-
dates consideration of “the subject matter
as a whole” at the time the invention is
made. The PTO, the CCPA and the CAFC
have also made it clear that hindsight re-
construction of references in light of
applicant’s disclosure is to be avoided in
making such determination. See /n re
McLaughiin, 170USPQ209(CCPA 1971),

B. Disclosure or Suggestion by
Reference(s) at the Time the
Invention was Made

Early decisions of the PTO and the
CCPA have repeatedly adhered to the re-
quirement that where two or more refer-
ences are combined to negative patentabil-
ity of an invention, the question to be asked
is: does the prior art suggest doing what
applicant has done? In re Pennington, 113
USPQ 81, (CCPA 1959); In re Wesslau,
147 USPQ 391 (CCPA 1965); Ex parte
Walker,135USPQ 195(POBd. App. 1961);

‘ Ex parte Lennox, 144 USPQ 224 (PO Bd.

App. 1964). In Pennington, supra, the
CCPA emphasized that the invention may
consist of the conception of the general
results wished for and/or the actual means¢f
achieving that result, and said, at page 85: ™

Once having appreciated this problem, it
mightbe said that one skilled in the art would
construct appellant’s apparatus without the
further use of the inventive faculty. This
latter possibility does not detract from the
inventive nature of the initial concept.

In determining unobviousness of
claims to an adjustable collapsible chair,
the court in /n re Hortman, 121 USPQ 218
(CCPA 1959) said, at page 219:

For, though the structure may be but a simple

ient when the novel concept is real-
ized, that structure may not be obvious tothe
skilled worker in the art where the prior art
has failed to suggest the problemor conceive
of the idea for for its elimination...(Bmphasis
supplied).

Thus for years, before rejecting an
invention for obviousness both the PTO
and CCPA looked for a suggestion in at
least one reference which could lead one
skilled in the art to the claimed invention.
But, as discussed below, the PTO got off
this track.

C. Application of “Obvious to Try” as

Standard of Obviousness

Probably beginning in the 1960’s, the
PTObeganrejecting claimsunder35U.S.C.
103 if the examiner or the Board deter-
mined that in view of the disclosure(s) of
the reference(s), the claimed invention was
obvious to try. In the often cited case of In
re Tomlinson, 150USPQ623 (CCPA 1966)
the court reversed the Board’s rejection that
the claimed invention was “obvious totry.”

The appealed claims in In re Antonie,
195 USPQ 6 (CCPA 1977) were for a
wastewater treatment device in which a
semi-immersed contactor (disk) is continu-
ously rotated in order to aerate the microor-
ganisms that grow on the contactor and the
wastewater itself. The cited reference dis-
closed all the basic features of the device
except the ratio of tank volume tocontactor
area of (.12 gal /sq. ft. This limitation was
considered to be critical to the efficient
operation of the device. In reversing the

Board, and disagreeing with the minority

the conrtemphasized that itis the inventio
as a whole and not just some part of it that
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must be obvious under 35 U.S.C. 103, The
court said, at page 8:

The PTO and the minority aj to argue
that it would always be obvious for one of
ordinary skill in the art fo fry varying every
parameter of a system in order to optimize
the effectiveness of the system even if there
isno evidence in the record that the prior art
recognized that particular parameter affected
theresults. Obvious totryis not the standard
of 35 U.S.C. 103... (Bmphasis supplied).

Thus, for years, the CCPA, and later
the CAFC rejected obvious to try as a
standard of obviousness under 35 US.C.
103 but required that the reference(s) must
suggest the claimed invention as a whole.
Inre Goodwin, 198 USPQ 1 (CCPA 1978);
In re Geiger, 2 USPQ 2d 1276 (Fed. Cir.
1987); In re Stencel, 4 USPQ 1071 (Fed.
Cir. 1987); In re Fine, 5 USPQ 1596 (Fed.
Cir. 1988); Merck & Co., Inc. v. Biocraft
Laboratories, Inc. 10 USPQ 1843 (Fed.
Cir. 1989).

D. “Motivation” as a Standard for
Rejection of Obviousness

Even though for decades since the en-
actment of the 1952 Patent Act, the PTO,
=mihe Board and the courts have consistently

. yooked for a suggestion in the prior art in

~ order to sustain a rejection under 35 U.S.C.
103, in recent years the term “motivation”
had been used, sometimes alone, and at
other times mixed with such terms as “in-
centive” or “suggestion” in obviousness
rejections. Webster’s New International
Dictionary, second edition (1957) defines
motivation as follows: “to provide with or
base upon a motive, to move; impel; induce;
incite.”

Thus, rejection of an invention based
on motivation from the prior art implies
that the prior art moves, impels, induces or
incites one skilled in the art to make the
invention. However, as previously dis-
cussed, applicant’s disclosure is not sup-
posed to be relied on, or even known, to a
person skilled in the art or any other person
for that matter. Therefore, how can one be
moved, impelled, induced or incited to do
that which he is not aware of, or to solve a
problem which he never knew it existed?

How and why the term motivation
emerged and crept into the vernacular of

bviousness rejection is not entirely clear,
motivation synonymous with sugges-
tion, or is it, in reality, another way of

saying that it is obvious to try?

In re Gyurik, 201 USPQ 552 (CCPA

1979) involved an appeal from rejection of
claims to certain anthelmentic thio-group
containing compounds. The prior art dis-
closed structurally similar sulfinyl-contain-
ing compounds made from the thio com-
pounds as intermediates but the thio com-
pound was never isolated in the prior art
process nor its properties ascertained. The
Board agreed with the examiner’s rejection
that since the thio compounds were struc-
turally similar to the sulfinyl compounds
and the prior art disclosed the latter com-
pounds, albeit as intermediate, the claimed
invention was prima facic obvious. The
CCPA reversed, stating, at page 557:

An element in determining obviousness of a
new chemical compound is the motivation of
one having ordinary skillinthearttomakeit.
Thatmotivationis ot abstract, but practical,
andisalways related tothe properties or uses
one skilled in the art would expect the com-
pound to have... (Emphasis supplied).

The court did not find the “necessary
motivation or any “other evidence of moti-
vation” to be present in this case.

Although the court did not explain
what it meant by “motivation” or what
“other evidence of motivation” would have
rendered the claimed compound obvious, it
appears that the court was looking for some
disclosure or suggestion of the property or
use of theintermediate product which would
have led one skilled in the art to “isolate”
the intermediate compound if that person
was so inclined to or had any reason to do.

While the CCPA did not find the “nec-
essary motivation” in In re Gyurik, supra,
in In re Payne, 203 USPQ 245 (CCPA
1979) the court found that such motivation
was present since the prior art disclosed
structurally similar compounds and the
properties between the claimed compound
and the prior compounds were sufficiently
similar. Once again, the court did not
explain what it meant by presence of moti-
vation. Was the court talking about the
prior art disclosure which, for all practical
purposes, suggested the claimed invention,
or was the court saying that in view of the
prior art, it would be obvious to one skilled
in the art 70 try to make the claimed com-
pound? Based on the court’s historical
rejection of obvious to try, it is perhaps
more reasonable to infer that what the court
truly meant was that the prior art suggests

doing what applicant has done.

In re Dillon, 16 USPQ 2d 1897 (Fed.
Cir. 1990) involved an appeal from the
rejection of claims directed to a composi-
tion comprising a hydrocarbon fuel and a
sufficient amount of a tetra-orthoester so as
to reduce the particulate emissions (soots)
from the combustion of the hydrocarbon
fuel. The appeal also involved claims fora
method of reducing particulate emission
from combustion of hydrocarbon fuels us-
ing tetracester. There was no dispute that
the combination of tetra-orthoester with
hydrocarbon fuel, for any purpose, was not
shown in the prior art. It was also undis-
puted that the use of tetra-orthoesters to
reduce soot from combustion of hydrocar-
bon fuel was not shown or suggested in the
prior art.

The Board rejected the claims because
the primary reference disclosed hydrocar-
bon fuel compositions containing #ri-
orthoesters for dewatering the fuel and a
secondary reference disclosed the use of
both tri-orthoesters and tetraorthoesters
as water scavengers for hydraulic fluids
(non-hydrocarbon).  Based onits finding
of equivalents from the secondary refer-
ence, the Board concluded that there was a
reasonable expectation that tri-orthoester
and tri-orthoesters would behave similarly
in hydrocarbons. TheBoardhowever, never
mentioned motivation in its rejection.

The court agreed that the Board had
established a prima facie case of obvious-
ness and reaffirmed, at page 1901:

.. . thatstructural similarity between claimed
and prior art subject matter, proved by com-
bining references or otherwise, where the
prior art gives reason or motivation to make
the claimed composition, creates a prima
facie case of obviousness. ..

It mightbe asked whatis the “reasonor
motivation” for one skilled in the art to mix
tetra-orthoester with a hydrocarbon fuel
unless the object was to solve the problem
of particulate emissions? Absent any dis-
closure of the problem or suggestion for its
solution, how could the references moti-
vate a person skilled in the art to make such
a composition? Why would one skilled in
the art even attempt to make such a compo-
sition unless he or she was impelled by
reading applicant’s disclosure? But aspre- .
viously noted, reliance on applicant’s dis-
closure is improper in arriving at obvious-
ness or non-obviousness of an invention.
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So how does one skilled in the art become
“motivated” absent any suggestion in the
references? Isn’t, in reality, such a rejec-
tion tantamount to holding that once a per-
son skilled in the art becomes aware of
applicant’s disclosure, the problem and the
solution, then it would be obvious to try to
do what applicant has done?

Most recently, in In re Ball Corp. 18
USPQ 2d (Fed. Cir. 1991), the court with-
out mentioning motivation, affirmed the
Board because it found that the invention
was suggested by the references. The court
reaffirmed its precedents that prima facie
case of obviousness is established when the
teachings from the prior art suggest the
claimed invention, and thatreasonable like-
lihood of success is sufficient to establish
prima facie obviousness.

CONCLUSION

Inventors, the public and the bar will
be better served by adhering to the tradi-
tional and well-established standasd of sug-
gestion as a basis of rejection of obvious-
ness under 35 U.S.C. 103. As applied by
the PTO, the Board and the CAFC, the
requirement of motivationis too vague and,
therefore, improper basis for such rejec-
tion. It hasatleast the ring of obvious to try
unless itis adequately defined or explained
to clarify its exact import in the context of
suchrejection. A rejection based on moti-
vation in the abstract is inadequate and is
tantamount to stating that the prior artis a
basis for motivation to try or obvious to try
to do what applicant bad done. m

NEWS FROM THE
BOARD OF
DIRECTORS

by William H. Dippert

Atameeting of the Board of Directors
on November 19, 1991, Howard Barnaby
provided the Treasurer’ sReport, which was
accepted. Also, Mr. Barnaby reported on
efforts to remove from the membership list
those who had not paid 1990-1991 dues.
Letters were to be sent to provide 30 days’

notice to pay such dues.

A brief report from Virginia Richard
concerning the Madrid Protocol meeting was
circulated. This will be followed by a de-
tailed oral report at the next Board Meeting.

The admission to membership of for-
eign patent “attormeys” was discussed. This
issue will be referred to the License to
Practice Committee for consideration.

Therecent CLE weekend wasreported
tobeagreatsuccess. Judges Connor, Rader
and Ward enjoyed the weekend, and all
participants in the programs were well pre-
pared. Information concerning the location

and timing of the 1992 CLE weekend will
be providedby AndreaRyan at future Board

meetings.

Two recent requests for Amicus Cu--
riae briefs were discussed. The Board de-

clined to file a brief in either instance,

Next, the status of the NIH patent ap-
plication conceming identifying segments
of the genetic code without identifying their
purpose was discussed. The NIH will ad-
vise Ms. Ryan if, and when, a decision is
made to publish the application.

A report from Berj Terzian, Chair of
the U.S. Patent Law Commitiee, concem-
ing proposed changes to the Federal Rules
was circulated. The Board agreed that the
proposed rule changes would create sig-
nificant problems for intellectual property
litigation and that either intellectual prop-
erty matters should be excluded from the
proposed rule changes or other provisions
should be made.

Charles Baker reported on the pro-
posed National Inventors Hall of Fame in
Akron,Ohio. Afterdiscussion by the Board,
Mr. Saxon agreed to write to the NIHF to
request that an appropriate representative
address the Board in the future. Also, the
Board agreed that the Association would
not commit itself in any way until it is
possible to determine the interest and com-
mitment of other participants.

Twenty-three applicants for member-
ship were considered, and their applica-
tions were approved.

Mr. Saxon provided a brief report on
the Chicago IPLA Dinner. He mentioned
that Judge Nies was the speaker and that the
Chicago IPLA extended itself inevery way
to make our presence welcome.

The Board of Directors meton Decem-
ber 17, 1991. Andrea Ryan reported that
CLE Chair Edward Vassallo will canvass

the Poconos and other altemative sites with
regard to the 1992 CLE weekend. She will
report what progress has been made in this
respect at the next Board Meeting. Q

Howard Barnaby discussed letters sent®
to members who had not paid 1990-1991
dues. There has been limited response,
including several promises to pay. With
respect to the “promised” back dues, Mr.
Barnaby will contact those individuals again
if payment is not made by December.

Peter Saxon led discussion conceming
a listing of firms or corporations with five
or more Association members. The Board
approved Mr. Saxon’s plan to have the
Committee on Admissions contact certain
law firms with a large number of non-
member attorneys to encourage additional
membership in the Association,

John Pegram reported on the U.S./JPO
Council Meeting in Tokyo. Issues dis-
cussed at the meeting included (1) the state
of the Japanese Patent Office; (2) the search-
ing system; (3) multiple claim problems;
(4) agreement to post-issuance opposition
as compared to pre-issuanceoppositionand”
(5) agreement to filing with an English
language text, to be followedby alater filed
Japanese language text. Mr. Pegram felt

meeting was very informative and that 7

Japanese see the value in maintaining a
strong Japanese/U.S. relationship. Heasked
the Association toconsider futurecontribu-
tions to the hosting of JPO Officials.

Mr. Pegram led discussion concemning
the Legislative Initiation Committee at
ATPLA. This Committee is soliciting input
regarding a “first to file” system, especially
in view of its impact upon litigation.

Leonard Mackey reported on the
fundraising efforts for Inventure Place. The
National Inventors Hall of Fame Founda-
tion (NIHF) has responsibility for raising
funds for Inventure Place, and he encour-
aged the Board to contact the NTHF with
specific questions. Mr. Mackey also en-
couraged the Board to appoint a specific
contact person for this purpose. In re-
sponse to a suggestion from Mr. Saxon,
the Board agreed that a formal fundraiser
from the NIHF should address the Board.

The admission of twelve applicants for
membership was approved.

Pasquale Razzano reported on a pos-

sible joint meeting with Canadian pate ’

attorneys in 1994, A location in upstaz
New York is under consideration. u
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EMERGING

-, TECHNOLOGIES:

AN OPTION IN
THE ExMSE
PROGRAM

Dr. Joel Adler from the School of En-
gineering and Applied Science at the Uni-
versity of Pennsylvania, has provided the
membership with informationaboutPenn’s
unique approach to educating patent law
professionals in the “emerging technolo-
gies.” Interested members should review
the accompanying letter and fold-out bro-
chure in the center of the Bulletin which
provides general information on the Execu-
tive Master of Science in Engineering
(ExMSE) program.

Participants in the program who accu-
mulate 20 course-units earn the Executive
Master of Science in Engineering degree.
Additionally, a 10 course-unit diploma in
“emerging technologies” hasbeen designed
for individuals who wish to become current
in emerging technologies, but who desire
no additional graduate degree or compre-
hensive coverage of business management
disciplines. Such individuals mightbe pro-
fessionals working in patent law, economic

. policy or interdisciplinary research.

New advanced technology courses in
the EXMSE program focus on fundamental
and emerging technologies, their scientific
and engineering principles, current appli-
cations and status and their potential for
society and the economy. The technology
areas covered in the emerging technologies
curriculum include: Roboétics and Automa-
tion, Microelectronics, Telecommunica-
tions, Biotechnologies, Advancesin Chemi-
cal Engineering, Photonics, Computer Vi-
sualization, Artificial Intelligence and Con-
current Engineering.

The standard, more comprehensive,
ExMSE curriculum combines this knowl-
edge base of advanced technologies with
relevant courses on social and economic
factors. Individuals enrolling in the emerg-
ing technologies option may wish to substi-
tute, onalimited basis, some of these courses
in their curriculum,

The emerging technologies option

month period (September-May) each year,
with a break during the winter holidays.
The total number of contact hours for this
option is 200, and total days in residence is
approximately 35. Tuition is $11,750 per
year. n

PENDING
LEGISLATION

by Edward P. Kelly
DESIGN PROTECTION

The patent laws currently provide
patent protection for any new, original and
omamental design for an article of manu-
facture. (See 35 U.S.C. § 171). A design
patent, however, must meet the same con-
ditions of patentability as a utility patent,
including the condition of non-obvious-
ness. Numerous design patents have been
held invalid on obviousness grounds in
recent years (See Cong. Rec. 2/7/89, P.E.
377 (Remarks of Rep. Moorehead (R.-Ca.)).
Those who look to the copyright law o
provide protection for an industrial design
would probably find that the design does
not qualify. The Copyright Act currently
denies protection for the design of useful
articles except for any original aspectof the
design that has an independent identity
apart from the useful article.

The House has held hearings in recent
years on the adoption of a statutory scheme
that would fill the void between patent and
copyright law and grant protection for use-
ful industrial designs. Bills introduced in
the House in past years, if adopted, would
have added a new Chapter 10 to the Copy-

right Statute to grant protection to indus-

trial designs of useful articles. The protec-
tion would be afforded to those designs that
fall outside the scope of the protection
afforded by design patents, copyrights and
trade dress law. The bills (H.R. 902-
Moorehead, H.R. 3017 Gephardt (D.-Mo.)
and HR. 3499 (Moorechead-Kastenmeier
(D.-Wis.)) all were similar to the extent that
theyprovided for 10 yearsof protection and
excluded protection for commonplace de-
signs or designs that are dictated solely by
utilitarian functions. In past years, this
legislation has faced opposition from cer-
tain industry groups. For instance, the

aftermarket automobile replacement parts
industry has feared that if design protection
were afforded to the various parts of a car,
i.e., fenders, the original equipment manu-
facturers would control the industry for re-
placementparts. The insurance industry also
was not satisfied with that result because
replacement parts aregenerally cheaper when
purchased from an aftermarket supplier. The
publishing industry also feared thatif protec-
tion were afforded to certain typeface de-
signs, publishers could be liable for repro-
duction and distribution of materials using
protected typefaces. Representative
Gephardt’s bill (FL.R. 3017) excluded auto-
mobile replacement parts from protection
but granted protection for typeface designs,
H.R. 902 and H.R. 3499 did not provide for
typeface protection.

The bills further provided for an in-
junction or an award of damages adequate
to compensate for infringement if notice of
design protection appeared on the product.
These damages included the infringer’s
profits resulting from the sale copies if the
infringer’s sales were reasonably related to
the use of the protected design. Damages
would have been increased up to $50,000 or
$1 per copy — whichever was greater.

A consensus could not be reached on
these bills during the 101st Congress. Rep-
resentative Richard Gephardt introduceda
new design protection bill (HLR. 1790) that
is similar to the bills introduced in previous
years. H.R. 1790, however, was retitled
“Protection of Original Designs of Useful
Articles.” The emphasis on “original” is
intended to eliminate protection for com-
monplace designs. A design is “original” if
it is the result of the designer’s creative
endeavor that “provides a distinguishable
variation over prior work pertaining to simi-
lar articles which is more than merely trivial
and has not been copied from another
source” {sce Section 1001(b}). Like prior
bills, H.R. 1790 would attempt to exclude
certain elements of an automobile replace-
ment part from protection. The bill ex-
cludes from protection “that portion of the
article shape dictated by the mechanical
interface, perimeter, or envelope restric-
tions necessary to permit the physical and
functional substitution of an article.” De-
signs of motor vehicle glassincluding wind-
shields and side and rear view glass are
specifically excluded from protection un-
der the bill.
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Unlike its predecessorbills, HR. 1790
contains a public use bar. Protection would
not be afforded to designs “embodied in a
useful article that was made public by the
designer or owner in the United Statesor a
foreign country more than 1 yearbeforethe
date of the application for registration.”

The House Subcommittee on Intellec-
tual Property and the Administration of
Justice recently held hearingson HR. 1790.
Rep. Moorehead, a long time proponent of
industrial design protection, supported the
bill on the asserted ground that it would
stop the off-shore production of auto re-
placementparts, that hecontends, has elimi-
nated manufacturing jobs in the United
States. Rep. Paul Kanjorski (D.-Pa.), a
former supporter of the bill, however, ques-
tioned whether, given the design protection
under the bill, the major U.S. automakers
would necessarily produce the replacement
autoparts in U.S. factories. In the event
they did not, the legislation, according to
Rep. Kanjorski, would result in protection
for autoparts made outside the U.S., while
preventing the development of aftermarket
manufacturing companies in the U.S. Wil-
liam J. Cunningham, testifying on behalf of
the AFL-CIO, suggested that the bill cover
only designs for products that are manufac-
tured in the United States.

Representatives of consumer and re-
tail organizations also expressed opposi-
tion to H.R. 1790 on the ground that design
protection could lead to higher prices if it
eliminates off-brand competition. Rhonda
Parish, testifying on behalf of the Interna-
tional Mass Retail Association, stated that
the existing protection afforded by trade
dress that has acquired secondary meaning
is sufficient to eliminate knock-off prod-
ucts. Mark Silbergeld, testifying on behalf
of Consumers Union, raised questions about
the volume of litigation that could result
from the bill. He noted that the design
registration would not be subject to mean-
ingful examination, believing that defen-
dants would constantly litigate the issue of
“originality” of the design.

PATENTS AND TRADEMARKS
State Immunity
In recent years, several circuit and

district courts have held states immune
from liability under the Eleventh Amend-

ment for infringement of federal intellec-
tualproperty laws. Sece.g.,Richard Ander-
son Photography v. Redford University,
853 F.2d 114 (4 Cir. 1988) {copyright);
Chew v. California, 13 USPQ 2d 1393
(Fed.Cir. 1990)(patent); Woelffer v. Happy
States of America, 626F. Supp. 489 (N.D.IIL
1985) (1990) (trademark). Those deci-
sions that held a state immune from copy-
right infringement were effectively over-
ruled by legislation passed last year. The
Copyright Remedy Clarification Act
amended the Copyright Statute to explic-
itly state Congress’ intent that states are not
immune from liability for copyright in-
fringementunder theEleventh Amendment.

The problem of state immunity from
patent and trademark infringement, how-
ever, still exists. Italso exists in theory for
infringement of works protected by the
Plant Variety Protection Act. The Act
provides protection for breeders of novel
varieties of living plants that are produced
byusing seeds. Todate, there have beenno
reported cases of infringement actions
brought against a state under the Act.

Bills were introduced last year in both
the House (H.R. 3886) and Senate(S. 2193)
that would eliminate state immunity for
patent infringement. Those bills provided
that all patent infringement remedics in-
cluding treble damages and attorneys’ fees
for willful infringement would be available
against a state,

Senator DeConcini (D.-Ariz.) intro-
duced two bills (5.758 and S.759) earlier
this year that would eliminate state immu-
nity for patent infringement, trademark
actions brought under the Lanham Actand
actions brought under the Plant Variety
Protection Act. The Senate Subcommitice
on Patents, Copyrights and Trademarks in
approving S. 758 and S. 759 considered,
but rejected, an amendment submitted by
Senator Charles Grassley (R.-lowa) earlier
this year. The amendment would have
limited those instances in which a party
could recover attorney’s fees and limited
relief under the bills to actual damages.
Recovery of attorney’s fees would only be
allowed in suitsbrought by businesses with
not more than 500 employees, tax exempt
organizations and individuals with a net
worth of not more than $1 million. Senator
Grassley had previously attempted, albeit
unsuccessfully, to add these restrictions to
the Copyright Remedy Clarification Act

that abrogated state immunity for copy-
right infringement. The Senate Judiciary
Committee recentlyapproved S. 758 and S.
759 without any amendments, .

COPYRIGHTS
Labelling Of Altered Films

The United States became a signatory
to the Berne Convention two years ago.
Among the rights afforded under the Berne
Conventionisan anthor’smoral right in his
work. A moral right is an inherent right of
anauthor to claim authorship of a work and
prevent its destruction or alteration. Atthe
time the United States joined the Berne
Convention, the U.S. copyright laws did
not specifically provide for moral rights.
Congressultimately decided, however, that
the copyright law existing at the time pro-
vided all the moral rights necessary to join
the Berne Convention. Congress subse-
quently passed legislation last year that
granted limited moral rights to creators of
visual works of art to prevent the destruc-
tion or alteration of their works.

The creators of motion pictures also
had sought similar rights to prevent alter-
ation of their films. Early on, however, it
became apparent that granting a right to
prevent alteration of a film could create
havoc in the world of film making and film
distribution. Movies are generally collabo-
rative efforts made for hire. A grant of
moral rights for films could interfere with
the marketing and distribution rights of the
copyright owner. Movies also exist in
multiple copies unlike original works of
visual art. The focus, therefore, turned to
actions that authors could take to let the
public know that they were viewing a ma-
terially altered film. Rep. Robert Mrazek
introduced abill last year thatwould amend
Section 43 of the Lanham Acttorequire the
labelling of materially altered films. The
amendments would require that each pub-
lic exhibition and materially altered copy
of a film include a label indicating that the
film has been altered, the nature of the
alteration and whether the original author
of the film objects to the alteration. Thebill
requires the distributors of materially al-
tered films to contact the original authors to
obtain objections. The bill also provides
for statutory damages of up to $100,000. -

Senators Alan Simpson (R-Wyo.) and
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Howard Metzenbaum (D-Ohio) recently
introduced a counterpart bill to HR. 3051.
- §.2256 contains labelling requirements for
‘materially altered films similar to those

—~contained in HR. 3051. Under S. 2256, a

material alteration includes, but is not lim-
ited to, the processes of colorization,
lexiconning {alteration of a film’s sound-
tracking), time compression or expansion
(speeding up or slowing down a film), and
panning and scanning (changing the
movie’s dimension and perspective tofita
wide-screen movie into a T.V.’s dimen-
sions). Any film that is materially altered
would have to contain a label that clearly

and conspicuously disclosed that the film

had been materially altered from the form
in which it was first released, the nature of
the alteration and whether the author ob-
jected to alteration.

Unlike its House counterpart, how-
ever, S. 2256 would prevent an artistic film
creator from receiving more than $1 for
waiving theright to object to material alter-
ation. In introducing the bill, Senator
Simpson explained that this provision will
preventfilm creators from using theirnewly
created right as leverage in contract nego-

... tiations with studios. Under S. 2256, once

adistributorof amaterially altered film has

— contacted the authors of the film to deter-

mine whether there is an objection, no
subsequent commercial users need to con-
tact the author, unless that user makes addi-
tional alterations.

Tax Consequences of Business
Acquisitions

The acquisition of an entire business
usually involves the purchase of both tan-
gible and intangible assets. For the buyer,
the IRS currently provides an amortization
deduction for acquired intangible assets if
they have an identifiable value separate
from goodwill and a determinable useful
life. Under current law, goodwill, and in
most instances trademarks and tradenames,
arenotdepreciable because they are deemed
to have an indeterminable useful life. Ac-
quired patents and copyrights, however,
arc depreciable if they are assigned an
identifiable value in the course of the trans-
action. Generally, the value of copyrights
and patentscannotbe amortized when they
ire acquired in a bulk transfer of business
assets.

The buyer’s primary incentive is to
maximize the amountof the purchase price
allocated to allowable depreciable intan-
gible assets, thereby resulting in more de-
preciation deductions to reduce taxable in-
come over the life of the assets. The nature
of this tax treatment hasled to disputes over
the type of intangible assets acquired as
well as disputes over the amount of the
purchase price attributable to particular
intangible assets,

Representative Dan Rostenkowski in-
troduced a bill (HL.R. 3035) last July that
would alleviate these confroversiesby sim-
plifying the amortization rules when abusi-
ness is acquired. The bill would allow
amortization of acquired intangible assets
such as goodwill, trademarks and patents
and copyrights acquired in a bulk transfer
over a single 14-year period. The bill as
originally introduced would apply only
prospectively 1o property acquired after the
date of enactment.

During the House Ways and Meang
Committee hearings on HR. 3035, Repre-
sentative Rostenkowski stated thathe would
consider arguments in favor of making this
legislation retroactive in light of the nu-
merous pending cases that would be af-
fected. The Treasury Department and the
Gereral Accounting Office both voiced
support for the bill during the hearings but
opposed retroactive application. Repre-
sentatives of the software industry ques-
tioned whether the single 14-year amorti-
zationperiod would be detrimental tocopy-
righted software that generally has an eco-
nomic life of less than 14 years. Represen-
tatives of the American Electronics Asso-
ciation, the Software Publishers Associa-
tion and the Computer Equipment Manu-
facturers Associationall spokeagainst HR.
3035 on that ground. Representatives of
the American Bar Association Section on
Taxation spoke in favor of the bill and the
single recovery period but suggested that
the Treasury Department should study
whether the useful lives of intangible assets
vary widely among different industries.

A modified version of HR. 3035 now
appears in a comprehensive tax proposal
recently introduced by Rep. Rostenkowski
and Rep. Richard Gephardt. The bill is
entitled “Tax Fairness and Economic
Growth Act of 1992.” The modifications
relate to the treatment of computer soft-
ware. Under the modified bill, certain

computer software would not be entitled to
the 14 year amortization rules. -

RECENT
DECISIONS OF
INTEREST

by Thomas A. O’ Rourke

COPYRIGHTS —TERMINATION
RIGHTS UNDER §304(C)

In Larry Spier Inc. v. Bourne Co.,43
BNAPTCJ 270 (2d Cir. Jan. 9, 1992), the
Second Circuit Court of Appeals held that
a songwriter’s widow and children’s rights
to terminate an assignment of “music as-
sets” were unabridged by the songwriter’s
will. Inacase of firstimpression, the Court
stated that allowing a songwriter’s testa-
mentary intent to dominate termination
rights under §304(c) would undermine the
intent of Congress.

Dave Dreyer took part in writing five
songs, the copyright interest to which was
assigned to Irving Berlin, Inc., the respon-
dents’ predecessor in interest. The first
copyright term 1o these songs expired be-
tween 1953 and 1959.

In 1951 Dreyer assigned the renewal
right to the copyrightsto BourneCo. Boumne
thereafterrenewed the assigned copyrights.
These copyrights were to expire between
the years 2000 and 2006.

In 1967, Dreyer died leaving a 1965
will. Under the will, Dreyer placed, inter
alia, the copyright and renewal rights thereof
in a testamentary trust from which income
would be distributed to Dreyer’s wife, son,
daughter and mistress. In 1981, Dreyer’s
family attempted to recapture ownershipof
the copyrights by terminating the assign-
mentto Bourne Co. Later, Dreyer’s family
executed an assignment of the proported
reacquired copyrights in the songs to Larry
Spier, Inc. When Boume Co. refused to
recognize the termination and the reassign-
ment, Larry Spier, Inc., brought suit.

Section 304(c) of the Copyright Act
gives an author, his wife or his children the
right to terminate the grant of a transfer or
license of the renewal rights or any right
underit made by the author “otherwise than
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by will.,”

Bourne argued that Dreyer’s family
had no termination rights since Dreyer’s
will conveyed the copyrights and renewal
rights before any termination rights had
vested. The district court agreed. How-
ever, the Second Circuit of Appeals re-
versed. The Court held that:

In view of the unqualified and unambiguons
language of the assignment agreement,
Dreyer did not have any “right under” the
renewal copyrights remaining at the time he
executed his Will. Literally, all of Dreyer’s
rights already had been transferred to Bourne
in 1951, notwithstanding the langnage em-
ployedin Dreyer's Willto describethe assets
placed in the testamentary trust.

While the 1951 assignment agreement may
have constituted a “publishing contract” as
that term is used in Dreyer’s Will, the agree-
ment did not reserve to Dreyer any “right
under” the renewal copyrights for purposes
of Section 304(c)becauseitexpressly granted
all such rights to Bourne.

Thus, none of Dreyer’s testamentary trans-
fers actually involved a property right cov-
ered by Section 304(c). Rather, all rights o
which Section 304(c) refers had been trans-
ferred from Dreyer to Boumne by ordinary
contract in 1951 (i.e., “otherwise than by
will,” in the language of the statute). There-
fore, the Dreyer family had the right, under
the statute, to terminatethe 1951 assignment
and recapture the renewal copyright for the
family. Accordingly, post-termination as-
signments of the renewal copyrights by mem-
bers of the Dreyer family to Spier were not
invalid under Section 304(c).

LANHAM ACT ~— ABANDONMENT

In Silvermanv. CBS,Inc., 870F.2d 40
(2d Cir. 1989), the Second Circuit Court of
Appeals held that an infringement suit can-
not excuse non-use of a trademark. How-
ever, recently, in Stetson v. Howard D.
Wolf & Associates, 43 BNAPTCY 346 (2d
Cir. Feb. 6, 1992), the same court held that
the time spent by a manager of a singing

group litigating ownership of the name of -
the group, “The Diamonds,” was not a

period of non-use.

- During the 1950’s a singing group .

called “The Diamonds” had a number of hit
songs. In 1958, Nathan Goodman, who
was the group manager, obtained exclusive
rights in the tradename and later obtained
outright ownership. In 1967, Goodman,
while continuing as manager, licensed the
use of the tradename to the group. The
group, however, did not pay the royalties
that incurred under the license.

In 1973, acourtadjudicated Goodman
as the owner of the name and granted roy-
alties and an injunction against further un-

authorized use of the name, However, one
of the singers Stetson continued to perform
in a group using “The Diamonds” as its
name. In 1974, a second group led by
singer Duncan was licensed by Goodman
to use the name, Ultimately, Diamond
Productions, Inc., acquired all rights in the
name from the Goodman family and estate.

In 1984, Stetson sued Duncan and
Howard G, Wolf & Associatesfor infringe-
ment, contending that Goodman had aban-
doned the tradename as evidenced by
Goodman’s failure to use the name be-
tween 1968 and 1973, The district court
however, held that Goodman *‘pever in-
tended to abandon” the name. On appeal,
the Second Circuit agreed with Stetson that
the district court’s “intent to abandon” test
was in conflict with the holding in
Silverman. The court stated:

Based on the Silverman analysis, a court
must look tothe tradeinark holder’s occupa-
tion or business to determine what consti-
tutes use of the mark. For example, in this
case, if the Diamonds singing group held the
trademark to its name and ceased touring,
making and releasing records, and receiving
royalties, it would be deemed to have ceased
use of its trade name becanse the public
would no longer identify the group name
withits members. In casesof thekind before
us, wherea group’s manager holds the trade-
mark, non-use becomes a more difficult in-
quiry because the mark receives its public
recognition through the visibility of the per-
formers. Yetthemanager'sactions certainly
contribute to the group’s publicity. By ar-
ranging tours, organizing record production,
negotiating contracts, finding television and
radio spots, and performing other manage-
rial activities, the manager works toincrease
the popularity of the group by expanding its
public exposure. But what activities must
themanagerengageintoconstitute use when
theperformers tum theirbacks on theiragree-
ment with him?

The Court affirmed the district court’s

decision by holding that Silverman was
inapplicable to the present facts.

PATENTS — OBVIOUSNESS

Ininre Jones, 43 BNAPTCJ 379, the
Federal Circuit refused to adopt the solici-
tors’ contentions that ““[t}he relative size of
the genus disclosed by the prior art [is not]
acontrolling factor in determining whether
aprimafacie case of obviousness exists for
aspeciesencompassed within the described
genus.”

The Court distinguished the holding in
Merck & Co. v. Biocraft Labs, Inc., by
stating:

We decline to extract from Merck the mle
that the Solicitor appears to suggest that
regardiess of how broad, a disclosure of a
chemical genus renders obvious any species
that happens to fall within it. In Merck, at
issue on appeal was whether claims t a
composition of two diuretics, amiloride and
hydrochlorothiazide, present in a particular
“medically synergistic” weight ratio, would
have been obvious in view of a specificprior
ant disclosure of amiloride in combination
with hydrochlorothiazide, one of 1,200 such
combinations disclosed in the prior art refer-
ence.

Based on the facts before it, including evi-
dence at trial thatthe experimentation needed
o arrive at the claimed dosage was “nothing
more than routine,” . . . the court affirmed the
trial court’s determination of obviousness.
In contrast, though the prior ant discloses
potentially infinite genus of “substituted am-
monium salts” of dicamba, and lists several
such salts, the salt claimed hereis not specifi-
cally disclosed. Nor, as we have explained
above, is the claimed salt sufficiently similar
in structure to those specifically disclosed in
the prior art as to render it prima facie obvi-
ous. Every case, particularly those raising
the issue of obviousness under section 103,
must necessarily be decided upon its own
facts.




