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I am pleased to advise you that there 
were over 2,300 attendees at the Annual 
Judges Dinner in honor of the Federal Judi
ciary including 105 honored guests, 533 
Association members, 1,630 non-members 
and, the balance, various support person
nel. The Intellectual Property Barber Shop 
Quartet provided us with a spirited rendi
tionofthe National Anthem. JudgeRandall 
R. Rader of the Federal Circuit gave an 
insightful address on the roots of the patent 
system and the need for providing simpli
fied anddirectreasoning inopinions, which 
provide unambiguous direction for counsel 
on which to base their advice to clients and o trial preparation. 
. The NYPrC has responded to certain 
controversial recommendations of the Ad
visory Commission on PatentLaw Reform 
regarding specific changes to our patent 
system. After consultation with the U.S. 
Patent Law Committee and the Board, the 
Association recommended against elimi
nating the best mode requirement; agreed 
that a third party requestor should have 
broad rights ofparticipation in reexamina
tion, but without the right for unilateral 
appeal; favored adoption of the frrst-to-fIle 
system as partofa balanced package which 
is in the interests of the l)"nited States and 
noted that since there were problems in 
eliminating thelnreHilmerdoctrine(should 
a frrst-to-fIle system be adopted) further 
study of the issue should be conducted. 

The Advisory Commission has now 
reconsidered its preliminary recommenda
tions andhas proposed, inter alia, in its final 
report that: 

1. the best mode requirement be de
leted from Rule 112; 

2. the third party requestor have broad 
(\rucipation in reexamination, including 
\.4eright to a unilateral appeal, provided the 

right to litigate the appealed issues before 
the courts is waived; 

3. theon-sale barrnnfrom the comple

tion of the contmct (delivery of the goods) 
and not from the date of the contract offer; 
and 

4. the Hilmer rule be deleted ifa frrst
to-fIle system is adopted. 

The Administration noW has the option 
ofsponsoring a bill directed to some or allthe 
final recommendations for patent reform. 

Representative Hughes has introduced 
H.R. 4978 and Senator DeConcini has in
troduced a companion, S. 2605, which are 
bills to amend Title 35 in order to harmo
nize the United States patent system with 
foreign patent systems. The bills, however. 
do notchange the reexamination procedure 
or eliminate "best mode." They do, how
ever, provide a grace period. prior user 
rights and early publication oW.S. applica
tions. They do notprovide for the elimina
tion of the Hilmer rule. The provisions of 
the bills would not become effective until 
an agreement is reached among at least 
Japan, the European Community and the 
United States providing for substantial har
monization relating to patent filing, exami
nation procedures and patentability stan
dards(inc1udingthedoctrineofequivalents). 

Since this is an election year, itis likely 
that such harmonization bills will not be 
considered by Congress until after January, 
1993 but, perhaps, before the June 1993 
WIPO Diplomatic Conference on harmo
nization. Your Association will continue to 
closely monitor all harmonization develop
ments and will provide its recommenda
tions and/or testimony whenever they are 
deemed appropriate. 

Commissioner Harry F. Manbeck, Jr. 

has left the Patent and Trademark: Office in 
favorofprivate practice. DouglasB. Comer, 
Deputy Commissioner, will now become 
Acting Commissioner ofPatents and Trade
marks until the vacancy is ftlled. Several 
organizations have now offered support to 
Michael K. Kirk, Assistant Commissioner 
for External Affairs, as the next Commis
sioner ofPatents and Trademarks. Again, 
since this is an election year, it is likely that 
no action will be taken until after January, 
1993 on filling that post. The Acting Com
missioner of Patents and Trademarks has 
advised us that he will attempt to expand 
the use ofcomputers in thepatentexamina
tion system and will work with bar groups 
in implementing procedures to reduce costs 
and expedite prosecution. 

I am pleased to note that in the frrst 
year of the Judge William C. Conner Writ
ing Competition, eleven (II) papers have 
been submitted from the Columbia, Cornell, 
Fordharn, Syracuse, Rutgers, Albany, Touro 
and University ofConnecticut law schools 
on intellectual property issues. The prize 
for the winning paper will be presented at 
the Annual Dinner. 

YourAssociation is in the early stages 
ofconsidering whether ornotUnited States 
patent agents and/or foreign patent agents 
who are permitted to represent clients be
fore a patent office should be permitted to 
affiliate with the Association, without the 
privileges of voting or holding office. As
sisting the Board ofDirectors in its consid
eration of this issue will be the Committee 
on Past Presidents, the Admissions Com
mittee, the Committee on ProfessionalEth
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ics and Grievances and the Committee on 
License to Practice Requirements. The 
Association would also we1come the com
ments of its membership on this issue. 

Since this will be my last President's 
Comer article, I would like to express my 
appreciation to the Officers, Board of Di
rectors, committee chairs and personnel 
and the BulletinandGreenbookeditor,Greg 
Battersby, who have wolked very hard in 
carrying out the functions ofyour Associa
tion. In this era of harmonization, patent 
law reform, litigation reform and expan
sion of intellectual property rights, the As
sociation has been extremely busy in edu
cating its membership and in providing 
recommendations to governmental officials 
and international organizations on intellec
tual property issues. In order to continue 
our efforts, I urge that each of you consider 
what you can do to help. You can make a 
difference and your cooperation would be 
welcome. 

The slate of officers and the Board of 
Directors for the 1992-93 term are very 
strongandwewillhavethehonorofinduct
ing M. Andrea Ryan as our fIrst woman 
president. I look forward to greeting as 
many of you as possible at our Annual 
Dinner on May 21, 1992. 

-Peter Saxon 

u.s. BARlJPO 
LIAISON COUNCIL 

MEETING 
TOKYO, JAPAN 


NOVEMBER 21, 1991 


Mr. Kazuhiko Otsuka, Chairman of 
the JPO delegation, convened the Council 
meeting. JPO Commissioner Fukasawa 
expressed his delight at the opportunity to 
meet with the Council. He stated that 
internationalization and sound operation of 
the intellectual property system required 
mutual understanding and improved com
munication with foreign applicants as well 
as with domestic applicants. Face to face 
communication, Commissioner Fukasawa 
said, is best. He looked forward to further 
cooperation based on the favorable rela

tionship established at the meeting with the 
Council last year. Commissioner Fukasawa 
noted that amendments were being adopted 
by the JPO to reflect user suggestions and 
that muchprogress had been made since the 
flfst meeting with the Council in 1990. For 
example, in December 1990, theflfStelec
tronic ftling system was put into place in the 
JPO and was operating smoothly. He also 
noted the Japanese trademark law revi
sions, effective in April 1992, saying that 
the JPO would spare no efforts in continu
ing to improve its system. 

Samson Helfgott, Chairman of the 
Council, thanked the JPO for its coopera
tion in organizing the meeting and for the 
reception given by the JPO for the Council 
delegates. Mr. Helfgott then explained that 
the Council is an umbrella organization of 
33 national and regional associations inter
estedin the exchange ofideas and infonna
tion with the JPO. He explained the proce
dureforapproval of the minutes by both the 
Council and the JPO following each meet
ing, and described the meetings of the Coun
cil at which topics are proposed for discus
sion with the JPO. 

John Pegram, representative of the 
NYPrC and speaking on behalf of the 
Council, noted the role of the Council in 
improving communications in both direc
tions between the JPO and the patent sector 
ofU.S . business, which is the JPO's second 
largest group ofcustomers. He pointed out 
that, in order to provide the maximum op
portunity for exchange of ideas and infor
mation, the Council does not take official or 
formal positions. He also pointed out that 
the Council members would be expressing 
their personal views. In this way, the Coun
cil hopes to have the broadest practical 
communication while providing the JPO 
with an understanding of the views held by 
various parts of the U.S. patentcommunity. 

The participants were then introduced 
and Mr. Otsuka outlined the meeting sched
ule. He and Commissioner Fukasawa re
quested that the meeting start with an infor
mal general discussion of patent law har
monization in which all participants would 
express their personal views. 

HARMONIZATION 

Commissioner Fukasawa opened the 
harmonization discussion by noting the in
creasing importance of intellectual prop

erty rights as a result of increased interna
tional exchange of products and techno} ')"," 
ogy, and suggested that harmonization w~"-., 
indispensable. He noted the status of the 
GATT JRIPS negotiations in Geneva, and 
that Japan, the United States, the European 
Community, Canada and recently Switzer
land were trying to unify their views. With 
respect to the WIPO meetings, he expressed 
the belief that the next two to three years will 
be critical for harmonization. 

Commissioner Fukasawa presented a 
table comparing features of the Japanese, 
U.S. and European patent systems. He said 
that Japan's attitude was favorable to har
monization, noting that Japan has already 
made efforts to improve its patent claims 
system and has taken international trends 
into account in amending its laws. He 
emphasized the need for the participation 
and leadership of the United States in har
monization efforts. He suggested that har
monization differed from ordinary negotia
tions because it aims at an ideal fonn. 
Hannonization needs to be a multi-lateral 
effon; counl.ries should not merely try to 
maintain existing domestic laws. 

CommissionerFukasawaindicatedthn 
Japan would be ready to accept foreig&J 
language applications and change to a post
grant opposition system as part of a grand 
harmoni1..ation package. He expressed the 
hope that Japan. the United States and the 
European CommunitycouIdjointlydevelop 
such a package. 

Expressing his personal views, Mr. 
Helfgolt noted that he had attended almost 
every patent law harmonization conference. 
The JPO's list ofdifferences between patent 
systems is accurate, he said, but probably 
incomplete. He agreed with the proposi
tion that harmonization requires the efforts 
of all parties. He noted the work of the 
Advisory Commission on Patent Law Re
form in the United States, and that it is 
expected to have a preliminary report in the 
Spring of 1992. The Commission has re
ceived approximately an equal number of 
letters favoring first to invent and fIrst to 
me; however, the fIrst to invent letters 
represent a greater number of people. He 
stated that most bar associations which 
have taken a position have endorsed har
monization, including first to file only as 0 
part of a balanced package. . 

Leonard B. Mackey, representative 
from the American Bar Association, pointed 
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out that, from t):Ie point of view of the 
,- ~ni~ States, the outcome of the GATT 
~S negotiations may change the har

monization equation. George W. Neuner, 
representative from the Boston Patent Law 
Association, noted that changing from a 
first to invent system was the most difficult 
proposal for the United States due to its 
long tradition. 

Commissioner Fukasawa agreed that 
the outcome of the TRIPS negotiations was 
likely to have a critical effect on the WIPO 
harmonization effort. He said that it was 
critical tohave the cooperation ofthe United 
States, the European Community and Ja
pan, and that time was needed to reach a 
consensus. Japan, he said, would make 
such efforts and he hoped that the United 
States would too. 

Deputy Commissioner Shingo Tsuji 
noted that harmonization of practices was 
also needed and that the JPO looked for
ward to hearing the Council's views on 
such issues later in the meeting. He men
tioned the past trilateral cooperation of the 
JPO, USPTO and EPO in the areas ofoffice 
practice harmonization and examiner ex-

n... nan He noted that the USPTO had hanges. 
~me passive on the issue of examiner 

exchanges andhoped that the Council mem
bers would raise this subject with the 
USPTO. 

EXPEDITING EXAMINAnON 

The fll'St report from the JPO was on 
the topic of its comprehensive measures to 
expedite patent examination disposals cen
tering on the Paperless System. Mr. T. 
Kobayashi, Director. of the General Ad
ministration Division, stated that the JPO 
was placing highest priority on accelerat
ing examination, which he acknowledged 
was slow as compared with other countries. 
The JPO has set a goal of reducing the 
examination period to 24 months within 
five years. At the end of 1990, the average 
examination time was 32 months. 

Sincethelast conference with theCoun
cil, Mr. Kobayashi said, progress has been 
made. First, 30 new examiners were added 
in fiscal year 1990 and 66 examiners and 
other officials involved in patent disposals 

Jf'ip ftSCal year 1991. This is counter to the 
\\..ftndwhich had reduced the number of JPO 

examiners from 905 in 1980 to 853 in 1988, 
dueto general administrative reforms in the 

Japanese governmenL Second, the JPO has 
started using former examiners as experts 
to assist the examiners. Thirty former ex
aminers were budgeted in 1990 and 50 in 
1991. The third improvement is the 
paperless system. Other measures being 
used to expedite examination, all of which 
are explained in one of the papers provided 
by theJPO are: contracting with an outside 
non-profit agency for prior art searching, 
requesting Japanese industry to screen more 
strictly before filing applications and be
fore requesting examination, encouraging 
industry to use publications (such asKokai
Giho) to disclose technologies instead of 
patent application and the accelerated ex
amination system. 

Osamu Yamanishi, Director, Elec
tronic Data Processing, explained the 
paperless system and electronic filing of 
patent applications. Heexplained that three 
systems had been developed and were in 
use: an electronic filing system, the F-term 
search system and a comprehensive docu
ment database on optical disks. 

Three hundred eighty thousand appli
cations had been fIled since December 1990. 
Forty-three percent were fIled on floppy 
disks, 5% on paper and the rest were trans
mitted to theJPO electronically "on-line." 
As of September 1991, filings were 53% 
on-line, 37% floppy disks and 4% paper. 
509 terminals were in use on-line and five 
were in test. The number ofon-line termi
nals is increasing at a rate often per month. 

Mr. Neuner inquired whether the 
Kokai-Gihopublications will be in theJPO 
search database. Deputy Commissioner 
Tsuji explained that this publication of the 
Japan Institute ofInvention and Innovation 
would include IPC classification and would 
be in the search database. 

In response to a question, Mr. 
Kobayashi explained that the average ex
amination period was calculated by divid
ing the backlog (the number ofapplications 
for which examination has been requested 
but which have not yet been disposed of) by 
the number of disposals in a year. The 
average examination period refers to the 
period from the examination request to 
fmal disposal. When a patent is to be 
granted, the period extends to the decision 
to grant, Mr. Tsuji explained. 

In response to another question, Mr. 
Yamanishi explained that theapplicantcan
not have access to the database for prior art 

searches in the JPO from his application 
filing terminal, since the applicant's termi
nal is used only for application fIling. The 
applicant will be able to use the terminal to 
access all procedural documents relating to 
his applications by mid-1993. 

TRADEMARKS 

Mr. Shobu Kudo, Director-General of 
the IstExamination Department, explained 
the new procedures permitting registration 
of service marks which Japan was adopting 
in April 1992 in response to international 
requests. In particular, he noted that during 
the initial six month period, all service 
mark applications will be considered to 
have been filed on the same day. Mr. Kudo 
also explained the JPO's adoption of the 
International Trademark Classification and 
the JPO's Computerized Retrieval System 
for trademarks, which includes phonetic 
sound retrieval. 

Mr. Kudo explained that the term "fa
mous marks" usually means famous in the 
cOlintry in question, i.e., Japan; however, 
the JPO will take account ofservice marks 
which are famous elsewhere and is advis
ing Japanese service industries not to select 
marks from abroad. Sadayuki Hosoi, Di
rector, Trademark Division, confrrmed that 
theJPO is preparing a table cross-referenc
ingtheoldJapaneseandIntemationalTrade
mark Classifications in both directions. 

MULTIPLE CLAIM PRACTICE 

The Council had inquired why Japa
nese companies did not make much use of 
multiple claiming and suggested that mul

· tiple claims might reduce the examination 
· burden of the JPO. A general explanation 
· of Japanese multiple claim practice was 
requested. 

Tadao Yuhara, Office Director, Ex
amination Standards Office, explained the 
JPO's practice with reference to the En
glish translation of the 1988 Guidelines for 
Examination Practice under Revised Sys
tem of Multiple Claims. He said that the 
JPO's unity of invention standard was close 
to that of the EPO and broader than that of 
the United States. Under the 1988 law and 
guidelines, the Examiner should fully ex
amine independent and dependent claims 
in the. same way, identifying reasons for 
refusal of each claim. The JPO is making 
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efforts to have the Examiners explain the 
reasons for refusal as clearly as possible. 
The Examiner may also suggest amend
ments; however, Mr. Yuhara pointed out 
that the decision to make such amendments 
is at the discretion of applicants. 

The JPO has been promoting the idea 
ofquality applications and use of the mul
tiple claim system to JaPanese companies. 
Useofmultiple claims hasincreased steadily 
since 1988. Mr. Yuhara suggested that 
Council members might ask Japanese com
panies to explain why they are hesitant to 
use the multiple claim system. The JPO 
understands that the hesitance is due to 
greater familiarity with the old single claim 
system. 

Mr. Neuner led the multiple claim sys
tem discussion for the U.S. group. He 
mentioned cases in which Examiners had 
given the basis for rejection only for the 
broadest claims. Mr. Yuhara pointed out 
that in pre-1988 cases, the reasons for re
fusalare stated only for independent claims. 
Deputy Commissioner Tsuji explained that, 
in cases filed since the 1988 amendment, 
the Guidelines should be followed and rea
sons for rejection should be given for all 
claims. If there is a problem, the JPO 
Examination Standards Office should be 
contacted by the applicant's Japanese Patent 
Attorney. 

Deputy Commissioner Tsuji also ex
plained that the JPO did not routinely con
duct a quality review of a percentage of 
applications, as the USPTO does. In the 
JPO, Division Directors, each of whom 
supervises 20-30 examiners, review the 
office actions written by examiners. 

Russell D. Orkin, representative ofthe 
Pittsburgh Intellectual Property Law Asso
ciation, and Mr. Neuner raised questions 
regarding rejection of generic claims and 
limitation to specific disclosed embodi
ments. Mr. Yuhara pointed out that the 
important factor is whether the embodi
ments support the invention, as in all coun
tries. Applicants' descriptions are often too 
brief. The issue ofsupport by experimental 
results is especially important in chemistry 
in Japan as in the United States, he said, 
referring to the U.S. MPEP. He noted that 
this subject bas been under discussion in 
topic 12.6 of the Trilateral Discussions, 
althougb presently suspended, and sug
gested that the Council contact the USPTO. 
Deputy Commissioner Tsuji noted that in 

the Trilateral Discussions, the JPO had 
proposed a study ofcorresponding applica
tions by each of the offices. 

Mr. Yuhara explained that theJPO has 
many volumes of examination standards, 
and that theirrevision is now in progress. In 
response to a comment that an English 
version would be very helpful, Deputy 
Commissioner Tsuji pointed out that the 
present examination standard in English 
bad been incomplete due to its volume, 
while the Examination Manual for Patent 
and Utility Model in Japan (AIPPI Loose
leaf, 1986) is available to anyone. Mr. 
Y uhara indicated that a new version of the 
examination standards is expected in about 
a year, and that a complete English version 
would be made available. He noted that a 
point to be addressed was to make reasons 
for refusal of generic claims clearer to the 
applicants. Inresponse to an offerof friendly 
help in preparing these examination stan
dards, Mr. Yuharasaid that theJPO was not 
receiving specific feedback on the revi
sions from outside the JPO, but was con
ducting meetings like this meeting. Deputy 
Commissioner Tsuji indicated that theJPO 
would appreciate the Council's input on the 
multiple claim guidelines. 

OPPOSITIONS 

The Council bad inquired about the 
opposition procedure in the JPO, request
ing a full explanation. In particular, the 
Council had inquired about multiple oppo
sitions to the same application, which has 
leadto substantial delays, and whether such 
proceedings could be consolidated. Mr. 
Yuhara explained the opposition procedure 
with reference to a chart and the December 
1990 Guidelines. He said that the opposi
tion procedure supplements the examina
tion process and produces patents ofgreater 
reliability. 

As far as procedure is concerned, he 
noted several important points. The 
opposer's views are sent to the applicant. 
The applicant has a chance to respond to the 
opposer's views. Mr. Yuhara pointed out 
that oppositions are handled by the regular 
application Examiners. He said that there is 
no specific procedure for accelerating op
positions. He pointed out that the parties 
sbouldrespond promptly and expressed the 
hope that the new guidelines for reasons of 
refusal would help accelerate oppositions. 

Raymond R. Wittekind, from the New 
Jersey Patent Law Association, led ~h 
Council's discussion of oppositions. 01 
inquired about the problem of multiple op- . 
positions (including the TPA case involv
ing over 20 oppositions) and the possibility 
of consolidation. Deputy Commissioner 
Tsuji said that ouly about five cases per 
year involve overten oppositions. Heagreed 
that the burden of multiple oppositions is 
hard on the applicant, but said it is also hard 
on the Examiner. In the 1PA case, over 
four cartons of opposition materials were 
received. Heexpressed hope that the guide
line calling for the opposer to make con
crete points, item by item, would help .. He 
said it would be impossible to consolidate 
multiple oppositions under the Japanese 
system. In response to a question, Mr. 
Yuhara said that Japanese Patent Law 
doesn't provide for limitations on the num
ber ofcommunicatious, but in pmctice the 
JPO tries to limit communications by re
sponding promptly. 

Mr. Otsuka noted that WIPO had pr0

posed a post-grant system and the JPO is 
considering such a system as partofagrand 
harmonization package. OJ 

FORMALITIES 

The Council inquired about the correc
tion of Japanese patent applications, espe
cially translation errors. Mr. Yuhara ex
plained that the law did not have specific 
provisions for correction of translation er
rors. The procedure for correction ofordi
nary errors must be used. Obvious errors 
anywhere in the application can be cor
rected, subject to a timing restriction after 
15 months from fIling. After "Kokoku" 
publication of the examined application, 
the scope ofthe claims cannot be expanded 
in substance. He noted that, where the 
Japanese language cannot fully express a 
term, the original language term may be 
used after the Japanese term. 

Ralph Dougherty, from the Carolina 
Patent, Trademark & Copyright Law Asso
ciation,led the discussion forthe U.S. group. 
He fIrst asked whether there is provisional 
protection after the 18 month publication. 
Mr. Yuhara explained that the applicant bas 
a limited right to guarantee money afterth~, 
date, and that after publication oftheexam~} 
ined application (Kokoku) the rigbts are 
very similar to those of a' patent, including 
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a right to injunction. 
~ In response to a question regarding the 

. sons for the 30 day period to correct O 
informalities and the possibility of exten
sions. Chukichi Hoshino. Office Director 
of the Formality Examination Standards 
Office, explained that the 30 day period 
should be sufficient to correct most infor
malities, since the Japanese Patent Attor
ney should be able to respond. Additional 
time is being allowed when certificates are 
required. 

In response to a question by John B. 
Hardaway, m, from the Carolina Patent, 
Trademark & Copyright Law Association. 
Mr. Yuhara explained that it is usually not 
possible to explain non-obvious errors by 
reference to something outside the applica
tion, such as a draft or foreign application. 
The application filed in theJPOin Japanese 
is the basis for decision under current law. 
He noted that there is a court decision on 
this point 

ACCELERATED AND 
PREFERENTIAL EXAMINATION 

" TheCouncil had asked for a full expla
"Uation ofthe two procedures forexpediting 

examination in theJPO. YohichiNakatani, 
Director, Coordination Division, explained 
the accelerated and preferential examina
tion procedures. 

Accelerated examination may be re
quested by the applicant when the applicant 
or his licensee has already implemented the 
invention or will within six months of the 
request for accelerated examination. The 
request must be made after a request for 
examination, but before initiation of ex
amination by the examiner. The request 
must include the state of working by the 
applicant or licensee, the results of a prior 
art investigation and a comparison with the 
priorart. AJuly 1989 Guideline in English 
was provided. 

Q 

Preferential examination is available 
to expedite examination of applications 
which possibly are being infringed. Either 
the applicant or another party who is work:
ing an invention claimed in the application 
may request preferential examination. The 
request can only be made in the period 

hich meets both conditions: i) afterpubli
'. ation of unexamined application (Kokai) 

has been made but before publication of 
examined application (Kokoku) and ii) af

tera request forexamination has been made 
but before the initiation ofexamination by 
an examiner. 

The request must include the state of 
working, the effect or influence ofworking 
and the progress ofnegotiations. A Guide
line is available in Japanese. 

Mr. Nakatani explained that the Ga
zette does not reflect whether a request was 
made for preferential examination, but 
would show accelerated examination. 
Documents inthefJIewrapper show wbether 
preferential examination was requested. It 
takes approximately six months, at the fast
est, from the decision for accelerated and 
preferential examination to the publication 
of examined application (Kokoku). 

Chris J. Fildes. a representative from 
the Michigan Patent Law Association, led 
the Council's discussion of the expedited 
examination procedures. In response to his 
inquiry. Mr. Nakatani explained the En
glish translation of the accelerated exami
nation request form. The similar preferen
tial examination request form (in Japanese) 
was also provided and explained. Mr. 
Otsuka explained that affidavits are not 
required because the JPO system has no 
provision for swom statements. The Ex
aminer will accept the applicant's and at
torneys' statements. 

Mr. Nakatani said that a meeting is 
held in the JPO soon after the request is 
made to consider whether accelerated or 
preferential examination will be made. No 
formal notice is issued in response to the 
request However, when an applicant's 
request is accepted, he will learn of it by 
receiving an office action (such as notifica
tion ofpublication ofexamined application 
or notification ofreasons for refusal) in the . 
examination procedure. 

INITIAL FILING IN OTHER mAN 

JAPANESE LANGUAGE 


The Council inquired about the possi
bility of initially fJIing patent applications 
in languages other than Japanese. Mr. 
Otsuka stated that this subject was under 
consideration in the WIPO harmonization 
discussions and that Japan was ready to 
take up this subject as part of a grand 
harmonization package. 

Shozo Uemura, Director ,International 
Affairs Division, noted that few countries 
now accept applications in foreign lan

guages and explained some ofthe problems 
that make accepting such applications dif
ficult Forexample, ifthe filing date is to be 
identified as the date offiling in the original 
language, the prior art and other legal ef
fects, amendments to the description, etc., 
will be based on the application in the 
original language (Le. original text). Al
though the original text is of such legal 
importance, judgement and examination of 
such legal effects, amendments, etc., will 
have to rely, practically, on the translated 
text 

As leaderofthe discussion for the U.S. 
group, Charles C. Winchester expressed 
delight at the JPO's readiness to consider 
this topic as part of a grand harmonization 
package. Hepointedoutthat this procedure 
was likely to lead to better quality transla
tions. Mr. Pegram added that under the 
present practice, last minute applications 
are often translated by several different 
translators, leading to inconsistencies which 
must later be corrected by amendment. 
Deputy Commissioner Tsuji noted that 
while U.S. origin applications are often of 
good quality because of strict screening, 
quality translation is also very important. 

PATENT RESTORATION 

The Council inquired about the proce
dures available in Japan for restoration of 
rights when a patent or application be
comes abandoned. 

Mr. Kenji Kobayashi, Office Director 
for the Industry Property Legislation Revi
sion Deliberation Office, explained that the 
JPO does have a system for restoration of 
rights. Ifa maintenance fee is not paid for 
force majure reasons or inadvertently, the 
case can be revived within six months upon 
payment ofa 100% surcharge. If the aban
donment was not due to the principal party 
concerned, the case may be revived within 
six months without payment of an addi
tional fee. An example of a sufficient 
reason for revival under this provision is a 
natural disaster. 

Mr. Orkin led the discussion for the 
Council. He noted that responses to a 
recent AIPPI questionnaire indicated tlUtt 
19 of 22 countries provided for restoration 
beyond six months, but that the AIPPI
Japan Group had indicated that restoration 
rights were very limited after six months. 
He also noted that many countries provide 
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reminders or publish notices regarding 
lapsed rights. He asked whether the JPO 
was considering becoming more user
friendly as to lapsed rights, and whether it 
would consider sending reminders or pub
lishing notices of lapsed patents. 

Mr. Kobayashi asked for more details 
regarding how the Japanese patent restora
tion system differs from that ofother coun
tries. He noted that commercial services 
make a business of reminders and ques
tioned whether the government should in
terfere. He pointed out that, under Article 
5, sections 1 and 2 of the Japanese Patent 
Law, there could be restoration after six 
months. Those are the sections permitting 
the JPO to extend time limits exofficio. He 
also noted that Articles 121, 122 and 173, 
providing more time for foreign applicants 
to respond to refusals. may be applicable. 
He expressed a willingness to consider this 
subject, requested identification of con
crete cases for study and offered to send 
relevant information concerning the stan
dard which has been applied in court deci
sions. 

CHANGES IN JAPANESE LAW 

The Council requested an explanation 
ofhow Japanese patent law and regulations 
are changed and inquired how U.S. usersof 
the Japanese patent system could be help
ful in the procedure. Mr. K. Kobayashi 
explained that there are three categories of 
laws and regulations in Japan with refer
ence to supplemental printed material. 

Japanese laws are enacted by the Diet. 
Mostbillsare govemmentbills, which origi
nate in a Ministry (the Ministry ofIntern a
tional Trade and Industry ("MITI") in the 
JPO's case). The Cabinet must then decide 
whether the bill will move to the Diet 
After discussion and a favorable vote in the 
Diet, the bill will become law. Diet mem
bers in the House of Representatives may 
introduce bills directly in the Diet with the 
support of 20 members in the House of 
Representatives. Diet members in the 
House of Council may also introduce bills 
directly in the Diet with the support of 10 
members in the House of Council. In the 

, last Diet, 83 government bills and 10 mem
bers' bills were passed. 

Cabinet ordinances are proposed by 
the relevant ministry and require unani
mous approval of the Cabinet Because the 

JPO is a part of MITI, any law or cabinet 
ordinance requires the approval ofthe Min
ister and Vice Minister of MITI. Ministe
rial ordinances are adopted by decision of 
the Ministry itself, MITI in the case of the 
JPO. Heexplained that there is an opportu
nity to comment before enactment of new 
laws and regulations. Proposals for com
mentsare published by the Industrial Trade 
and Industry Research Institute in the Min
istry of International Trade and Industry 
OffIcial Bulletin ("MITI Bulletin"). 

Mr. Mackey inquired about the timing 
and procedure for adopting new laws and 
regulations. Mr. Kobayashi explained that, 
for a law, an advisory committee is flI'St 
formed. After a draft is prepared. the MITI 
Bulletin requests comments. Approxi
matelytwoweeksisprovidedforreceiptof 
comments. In addition to the MITI Bulle
tin (in Japanese), the Bulletin published by 
JETRO provides information about bills. 
Dietbills are usually prepared in December 
and January. Since most bills come from 
the government, the best source of infor
mation on intellectual property bills is the 
JPO. After submission to the Diet, its Secre
tariat will have information on a bill's status. 

FINAL REMARKS 

Deputy Commissioner Tsuji expressed 
the thanks of the JPO for those who trav
elled from the United States for the meet
ing. He said he is convinced that a deepen
ing ofmutual understanding had occurred. 
Mr. Helfgott and Mr. Mackey expressed 
the thanks and appreciation of the Council 
for the worthwhile exchange of views. • 

THEMALTAv. 

SCHULMERICH 


DECISION 


by Albert W. Preston, Jr. 

INTRODUCTION 

This article will review theMalta case 
primarily from the perspective of the Fed
eral Circuit judges who tried it. Itis submit
ted that the Malta decision does not repre

sent a fourth prong of the Graver tripartite 
test; it is not really a new procedural ruIh 
but rather a proper application of the suU 
stantial evidence standard ofreview ofjury 
verdicts, consonant with the Graver Tank 
doctrine and the Federal Circuit decisions 
in the area of doctrine of equivalents. 

REVIEW OF TRIAL FACTS 

The patent describes a handbell which 
can be adjusted so as to provide different 
bell tones, i.e., hard,medium andsoft. This 
is done with two primary features, namely 
an inner' clapper element (which swings 
against the outer main bell portion), the 
clapper having different surface portions 
which present different degrees of hard
ness, and the ability to rotate the clapper 
(with a detent mechanism) so as to present 
a clapper strike surface having a desired 
hardness. Claim 2 of the patent presented 
a generic description of the hardness fea
ture, i.e., it provided for a clapper having 
surface pairs of different degrees of hard
ness. This generic form of the clapper, 
disclosed in a prior patent issued to 
Schulmerich, was the type of clapper surO.'" 
face that had been used by Schulmerich fo .!' 

years before Malta's patent had been ap
plied for and was the type of clapper sur
face found in the accused bell. 

Claim 3, the only claim in issue, re
quired the following specffic type of clap
per surface: 

a plurality of striking buttons positioned in 

opposed pairs around the outer periphelY 

thereof [ofthe striker] and wherein each pair 

ofbuttons has adifferentdegreeofhardness. 


Thus, claim 3 called for a species or 
specifIc form of the more generic clapper 
as set forth in claim 2. 

The sole issue at trial was the "but
tons" feature in claim 3. The evidence 
discussed how the accused striker worked, 
and it also established the admitted fact that 
the accused bell strikers provided different 
degrees of hardness at different surface 
portions. However, with respect to the 
button's feature, the evidence was simply 
that the buttons also provided different 
degrees ofhardness. Plaintiffpresented the 
evidence such that the prior generic ar-0, 
rangement was said to be the reference, and.... j 

the claimed buttons arrangement was com
pared and found to provide the same result. 
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There was no comparison evidence in the 
f ~orm of the required test, whereby the ac
t/usedsurfaces were compared with the char

acteristics of buttons. There was no expert 
testimony on this issue. There was contrary 
evidence submitted at trial that Malta had 
designed buttons on a clapper during his 
prior employment with Schulmerich. but 
did not like the result, and this design was 
never used commercially. 

Before the case was given to the jury. 
the judge charged the jury with respect to 
both the Graver three-part test and the Pen
nwalt"all limitations" rule. The jury verdict 
question asked simply whether defendant 
Schulmerich' s handbells infringed theclaim 
becauseofthe doctrine ofequivalents; there 
were no other interrogatories by which per
tinent facts were to be found. 

THE MOTION FOR JNOV 

The jury found no literal infringement, 
but found infringement ofclaim 3 under the 
doctrine of equivalents. The motion for 
JNOV asserted lack ofsubstantial evidence 
as to the buttons limitation, citing Lear Siegler 

(rD·v. Sealy. Lear Siegler stated that in a jury 
%.. 

. 	

case involving the doctrine of equivalents. 
the patentee was required to present particu
larized testimony and linkthe argument with 
regard to each of the three Graver Tank 
elements, or "prongs." The Lear Siegler 
case was handed down by the Federal Cir
cuit about six months after the jury verdict; 
Schulmerich submitted a copy of the case to 
the trial judge by letter. About another six 
months later, the trial judge ruled, granting 
JNOV. The grant of JNOV relied on Lear. 
and stated that without such particularized 
evidence thejury decision would be a "re
sult-orientedcatch all." 

THE APPEAL 

JudgesRich,MichelandNewman were 
the panel that decided the case. Judge Rich, 
who was with the majority in the Pennwalt 
case. emphasized the claim language at the 
oral hearing. Judge Michel had not been 
involved in the Pennwalt decision, but had 
authored the Lear Siegler opinion. Judge 
Newman, who joined thedissent inPennwaltnand wrote a separate lengthy commentary. 

'\\jlhas been a consistent critic ofP ennwalt. and 
an advocate of "invention-as-a-whole." 

The majority opinion was written by 

Judge Rich, and joined in by Judge Michel. 
The opinion compared the broader language 
of claim 2 with the more specific buttons 
limitation of claim 3, and noted a failure of 
Malta todefme function, way orresultofthe 
overall device. The opinion found a failure 
ofcomparison evidence as to buttons. and in 
particular. a failure ofevidence as to the way 
the accused devices provided different de
grees of hardness compared to the buttons 
requirement It was emphasized that this 
was a substantial evidence test, and not a 
fourth prong of Graver as asserted in the 
dissent. This was basically a Pennwalt
oriented decision, construing the claim lan
guage and imposing the substantial evidence 
test in view of Pennwalt as applied to the 
claim language. 

The concurring opinion by Judge Michel 
"clarified" the Lear Siegler opinion. It em
phasized that JNOV was to be reviewed 
fully as to lack of substantial evidence as a 
legal issue, i.e., the grant or denial ofJNO V 
is a legal test, subject to full review of the 
Federal Circuit on appeal. 

Judge Newman dissented vigorously, 
with a lengthy review ofthee vidence. Judge 
Newman found that there was substantial 
evidence and asserted that the patentee's 
jury rights were ignored. In her analysis, 
Judge Newman found considembleevidence 
that the accused device produced different 
degrees of hardness and took the accused 
device, with its generic form of clapper, as 
the reference for the comparison with the 
claimed device. She thus effectively ig
nored the ''buttons'' claim language, and 
assumed an "invention-as-a-whole" defini
tionoffunction, way and result. Even though 
the Pennwalt "all limitations" rule was the 
rule of the case, Judge Newman effectively 
did not follow Pennwalt. 

COMMENTARY ON THE MEANING 
OF THE CASE 

The prior Lear Siegler case wasphrased 
in strictly Graver Tank language. In the 
Malta opinion, the rule was refmed to incor
porate the Pennwalt all limitations rule. 
Malta is seen as a refmementof the substan
tialevidencetest-itisastandard of review, 
and not a fourth prong of Graver. It makes 
explicit what is implicit in any JNOV mo
tion, i.e., there must be substantial evidence 
in accordance with the applicable law. Here, 
Malta says simply that there must be sub

stantial evidence of what Graver Tank and 
Pennwalt require, i.e., substantial evidence 
of function, way and result and evidence as 
to the equivalence of any limitation in issue. 

Equivalence is an issue of fact, and 
cannot be reviewed independently by the 
trial court or the Court of Appeals. How
ever, theCourtcanrequireevidence to match 
its substantive doctrine. By "clarifying" the 
standardofreview, theFederal Circuit Court 
seeks to insure that Pennwalt doctrine will 
not be ignored in pmctice. While the Court 
cannot require that all pertinent facts be 
found and stated in a jury verdict, it can 
review to determine whether evidence was 
presented in accordance with the applicable 
law. The Nestier-Lear-Malta line of cases 
explicitly require that in an equivalents case 
before a jury. there be particularized evi
dence to support the Graver tripartite test 
and the Pennwalt all limitations rule. • 

NEWS FROM THE 
BOARD OF 


DIRECTORS 

by William H. Dippert 

Atthe meeting ofthe Board ofDirectors 
on January 14,1992, Howard Barnaby pro
vided the Treasurer's report, which was ac
cepted. He commented that the present 
balance reflects a recent payment to Hori
zon, Inc., to cover certain out-of-pocket ex
penses for the Judges Dinner. 

Mr. Barnaby reported on the Supreme 
Court Admission Project AI Robin will 
make the motion for admission. Armoge
ments have been made for hotel rooms and 
for banquet facilities for the Saturday night 
dinner. 

William Gilbreth reported on the Judges 
Dinner. Price increases and reimbursement 
of certain honored guests were discussed. 
Also, the Board agreed that invitations should 
be extended to all the same Federal Court 
Executives as last year. 

Virginia Richard reported on the WOI'k:
ing Group meeting on the Madrid Protocol. 
which she and John Olson attended in No
vember. The conference was well attended, 
with several issues being hotly contested. 
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Ms. Richard indicated that the U.S. repre
sentatives' focus was on whether delegates 
could accept the U.S. position on bona fide 
intent to use, which they did. 

Peter Saxon commented thattheAIPLA 
is working with Congress on Harmonization 
bills. Such bills are very preliminary and 
include such subjects as a 20 year term for 
patents, the possibility ofassignee filing and 
fll'st to file with prior user rights. 

Michael Meller reported on the Trilat
eralUserGroupmeetinginJapanscheduled 
for February 20 and 21, which will include 
representatives from the United States, the 
European Patent Office and the Japanese 
Patent Office. He suggested that the United 
States, and especially theNYPTC, should be 
more involved with such trilateral meetings, 
and he recommended that the Association 
send one or two people to the next meeting 
in February. Mr. Saxon agreed with this 
recommendation. 

Dick Nichols of the National Inventors 
Hall of Fame Foundation, Inc., made a pre
sentation concerning the project to build 
"Inventure Place" in Akron. He provided 
background concerning the history of the 
NlHF itself as well as the initiation and 
development of the Inventure Place projecL 
At Mr. Saxon's suggestion a special com
mittee was formed to consider this project 
and the extent to which the Association will 
support it. Andrea Ryan , Stanley Silverberg, 
Howard Barnaby, Thomas Creel and Wil
liam Gilbreth volunteered for the commit
tee, which Ms. Ryan will chair. This com
mittee will report back to the Board in the 
near future. 

Seven applicants for admission to mem
bership in the Association were considered 
Upon motion by Mr. Saxon, seconded by 
Mr. Barnaby, their admission was approved 

The Board of Directors met on March 
17, 1992. Howard Barnaby gave the 
Treasurer's report, which was accepted. Mr. 
Barnaby noted that the indicated balance 
does not include monies received that day in 
connection with the Judges Dinner. 

William Gilbreth reported on the 1992 
J udgesDinner. Hecommented that although 
expenses will be increased over last year, it 
is likely that the dinner will net about the 
same profit for the Association. It was re
ported that the National Anthem will no 
longer be sung by Russell G. Pelton, but 
instead by four other patent attorneys. Mr. 
Pelton will be honored at the dinner for his 

past contributions. 
Granville Brumbaugh's recent passing 

was discussed. The Board agreed that in 
honor of Mr. Brumbaugh's past contribu
tions to the profession as well as the Asso
ciation, the Association would authorize an 
award to a student at George Washington 
University Law School in memory of Mr. 
Brumbaugh. 

Mr. Barnaby reported that the Inventor 
of the Year project is progressing. He will 
make recommendations for the honoree at 
the next Board meeting. 

Mr. Saxon led discussion concerning 
Inventure Place. The Board agreed that an 
earlier pledge would be revised at this time, 
with the possibility of an increased pledge at 
a later date. 

Mr. Saxon reported that Pat Razzano 
has been in further contact with the Cana
dian Patent Organization concerning a 1994 
joint meeting. TheSagamore Hotel seems to 
be a logical location. 

Also, Mr. Saxon thanked Frank Scheck 
for the NominatingCommittee 'sefforts. Mr. 
Saxon commented that the Committee did a 
first-rate job in terms of the individuals 
nominated. 

Andrea Ryan reported that the fall CLE 
weekend is tentatively scheduled for the 
weekend after Labor Day, September 11-13, 
at the Nassau Inn in Princeton, New Jersey. 
Involvementbyother organizations was dis
cussed. Ms. Ryan will contact such organi
zations to see ifthere is any interest in being 
involved with the Association's CLE week
end. 

Stanley Silverberg reported on a meet
ing with the USPTO concerning the Madrid 
Protocol. The USPTO personnel indicated 
that the USPTO is interested in supporting 
the changes recommended by the Madrid 
Protocol Concessions will be made regard
ing intent to ftle~ whereby applicants will 
"tick off' appropriate boxes on a form to be 
ftled. 

Mr. Saxon led discussion concerning 
recommendations to the Advisory Commis
sion concerning In re Hilmer, first-to-file, 
prior user rights and best mode. The Advi
sory Commission recommends elimination 
of the best mode requirement. After vigor
ous discussion, the Board agreed that it dis
agrees with the Committee's recommenda
tion that the bestmoderequirement beelimi
nated. 

Mr. Saxon reported that the Advisory 

Commission is in favor offll'st-to-ftle as part 
of an overall package. The Board agreedo
that modification of the fll'St-to-invent sys- . 
tern should not be supported unless there is 
a clear understanding of the benefit to the 
United States of any such modification. 

There was no clear consensus concern
ing the In re Hilmer doctrine. 

John G. Costa was proposed for mem
bership in the association. Upon motion his 
application was approved. • 

PENDING 
LEGISLATION 

by Edward P. Kelly 

COPYRIGHTS 

Fair Use orUnpublisbed Works 

The fair use doctrine permits limited 
copying of a copyrighted work for certain 
purposes such as criticism, comment, news 0 
reporting, teaching, scholarshiporresearch. 
A court must look to the following statutory 
factors in determining whether ause is"fair": 

(1) the purpose and the character of the 
use; 

(2) the nature of the copyrighted work; 
(3) the amount and substantiality of the 

portion used in relation to the copyrighted 
work as a whole; and 

(4) the effect of the use upon thepoten
tial market for or value of the copyrighted 
work. (See 17 U.S.C. § 107). 

The historian using direct quotes from 
primarysources (Le., letters or diaries) would 
be one example of a person who might 
invoke the fair use doctrine. An author who 
reproduces lengthy passages from unpub
lished memoirs is quite a different matter. 
Under Supreme Court decisions the unpub
lished nature of the work in the latter case 
would be a key, though not necessarily de
tenninative, factor tending to negate the fair 
use defense. See Harper &Row Publishers. 
Inc. v. Nation Enterprises, Inc., 471 U.S. 
539 (1985). 

Two cases decided in the Second Cir- r" 
cuit appear to have gone further by suggest- ". J 
ing that unpublished works normally enjoy 
complete protection from copying. NewEra 
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Publications In,t'l v. Henry Hold T., 695 
(,{.Supp 1493 (S.D.N.Y. 1988); Salinger v. 
t. J,andom House, Inc., 650 F.Supp 413 

." 	 (S.D.N.Y.) 650F.Supp413 (S.D.N.Y. 1986) 
reversed811 F.2d90 (2dCir.1987). Critics 
of these decisions, led by the publishing 
industry, have contended in recent years that 
the Second Circuit decisions imply a virtual 
per se rule against use ofunpublished works 
and have a chilling effect on historians, 
biographers and non-fiction writers that seek 
to include unpublished works in their books. 
More recently. however, two cases decided 
in the Southern District found fair use of 
unpublished works for biographical or criti
cal pwposes. See Wright v. Warner Books. 
748 F.Supp. 105 (S.D.N.Y. 1990); Arica 
Institute, Inc. v. Palmer. 761 F.Supp. 1056 
(SD.N.Y.I991). 

Bills introduced in Congress in the past 
few years would have amended Section 107 
of the Copyright Statute to clarify that the 
fair use defense applies equally to unpub
lished as well as published works. Those 
bills were opposed by representatives of the 
computer industry who fearedthat they could. 
lose protectable rights in the unpublished 

(
0"source code for computer programs. Other 
~ opponents also argued that less fair use pro
, tection should be afforded to unpublished 

works. 
Rep. WilliamHughes (D.-NJ.) and Sen. 

Paul Simon (D.-Ill.) later introduced identi
cal bills (H.R. 2372 and S. 1035) late last 
year that would not attempt to place pub
lished and unpublished works on the same 
footing with respect to the fair use defense. 
Both bills provided that the unpublished 
nature ofa work weighs against a fmding of 
fair use but is not determinative of the issue. 
The bills would have amended Section 107 , 
by adding the following language: 

The fact that a work. is unpublished is an 
imponantelememwhich tends toweighagainst 
a finding offair use, but shallnotdiminish the 
impottancetraditionallyaccordedtoany other 
consideration under this section, and shall not 
bar a finding offairnse ifsuch finding is made 
upon a full consideration of all of the above 
factors. 

The Senate passed S. 1035 last year. 
The Senate report noted that despite the two 
recent cases in the Southern District apply

fi~,"\11ing the fair use defens,e, the Second Circuit 
0, jhas not formally renounced its position on 

,,.. unpublished works. At that time, the House 
apparently had taken a different view. The 

House deleted these fair use provisions from 
an omnibus bill (H.R. 2372) relating tocopy
right renewal and the National Film Preser
vation Board ostensibly because the provi
sions were not needed in light of the most 
recent Second Circuit cases. 

Fair use legislation, however, recently 
resurfaced in the House. Representative Wil
liam Hughes (D.-NJ.) recently introduced a 
bill (H.R. 4412) that would add the following 
language to the end ofSection 107: 

The fact that a work. is unpublished shall not 
itselfbara finding of fair use if such rmding is 
made upon consideration of all factors set 
forth in paragraphs (1) through (4). 

The House Subcommittee on Intellec
tual Property and Judicial Administration 
recently approved H.R. 4412 with a minor 
amendment The words "all of the above 
factors" were substituted for "all the factors 
set forth in paragraphs (1) through (4)above." 

Statutes and Judicial Opinions 

Courts have afforded copyright protec
tion to the nonstatutory parts oflegal compi
lations, i.e., headnotes to a reported deci
sion. But should the chapter names and 
section numbers that identify State and Fed
eral statutes be afforded copyright protec
tion'! Two courts have, held that chapter 
names and section numbers are in the public 
domain. See Building Officials & Code 
Administration v. Code Technology Inc., 
628 F.2d 730 (1st Cir. 1980); Georgia v. 
Harrison (548 F. Supp. 110) (D.C.N.Ga. 
1982). Representative Barney Frank (D
Mass) recently introduced legislation (H.R. 
4226) that would amend the copyright law to 
deny protection for any name, number or 
citation by which the text ofState and Fed
eral laws or regulations are, or ever have 
been, identified. The bill also would deny 
protection for any volume or page number 
by which State or Federal laws, regulations, 
judicial opinions or portions thereof are, or 
have ever been, identified. H.R. 4426 would 
achieve a result opposite to that reached in 
West Publishing Co .• v. Mead Data Central, 
Inc., 616 F.Supp. 1571 (D.C. Minn. 1985). 
In that decision Mead Data, the publisher of 
Lexis, was held to infringe the copyright of 
West Publishing by using page numbers in 
its computerized database. 

H.R.4426has beenreferredto the House 
Judiciary Committee. 

ANTITRUST 

Joint Production Agreements 

The 1984NationalCoopemtiveResearch 
Act(NCRA) provides that joint research and 
development ventures challenged as anti
trust violations must be judicially reviewed 
under a rule of reason analysis. A court, 
therefore, cannot find a joint R&D venture 
to be a per se violation. The NCRA also 
limits the potential liability of joint R&D 
ventures to actual damages and attorney's 
fees provided that the joint venture had been 
disclosed to the federal government from 
inception. According to Representative Jack 
Brooks (D.-Texas),jointR&D ventures have 
flourished under the NCRA. 

In recent years supporters of the NCRA 
have sought to extend its provisions to cover 
joint production ventures. Bills have been 
introduced in both the House (H.R. 2264 
(Fish R.-NY» and Senate (S. 1006 (Leahy 
(D.-VT» that would amend the Act to in
clude joint production ventures. The House 
subsequently passed a "clean bill" (H.R. 
4611) similar to H.R. 2264. The House bill 
would have provided that joint ventures en
tered into for producing a product, process 
or service also must bereviewedunder a rule 
of reason analysis. The bill would have 
provided that a court, in assessing the rel
evant market, could consider the worldwide 
capacity of suppliers to provide the product, 
process or service. In the traditional rule of 
reason analysis, the relevant market is de
fmed by reference to a particular market in 
the United States only. 

The bills pertaining to joint production 
ventures, however, contained two limita
tions not contained in the original NCRA: 
(1) the bills' provisions applied only to joint 
ventures that operate'from facilities located 
in the United States or its territories and (2) 
did not apply if more than 30% of the joint 
venture was conttolled by foreign entities. 
Critics of these provisions, including the 
Administration, stated that such discrimina
tion against foreign companies would be 
contrary to existing trade agreements with 
foreign nations (particularly Canada),as well 
as the United States' objectives in the cur
rent Uruguay round of negotiations in the 
General Agreement on Tariffs and Trade 
(GAIT). AnessentialelementoftheGATI 
negotiations is that the contracting parties 
should accord to the nationals of other con

http:D.C.N.Ga
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tracting parties' trade treaunent no less fa
vorable than that accorded to nationals. 

Last year Senator Leahy introduced an 
amended bill (S. 479) similar to H.R. 4611 
and the Senate Judiciary Committee ap
proved it The amended bill, however, also 
would not have allowed foreign joint ven
tures to take advantage of relief from the 
antitrust laws. The amended bill, applied 
only to parties with production facilities 
located within the United States and to joint 
ventures wherein "each of the parties to the 
joint venture makes a substantial commit
ment to the U.S. economy." 

Due in large measure to pressure from 
the Administration, the Senate recently 
amended S. 479 to avoid discriminating 
against foreign companies. The current ver
sion provides that the bill applies to joint 
production ventures only if the joint venture 

provides substantial benefits to the United 
States economy including, but not limited to, 
increased skilled jobopportunitiesin the United 
States, investments in long tenn production 
facilities in the United States, participation of 
United States entities in the joint venture, or 
the ability of the United States entities to 
access and commercialize technologicalinno
vations or to realize production efficiencies. 

Inaddition, thejointproduction's prin
cipal facilities for the production of a prod
uct, process or service must belocated within 
the U.S. or its territories or located within a 
country whose antitrust law accords "na
tional treatment" to United States entities 
that are parties to joint ventures production. 
"National treatment" would mean that the 
foreign country accords United States enti
ties treaunentno less favorable with respect to 
the application ofits antitrust laws than would 
be accorded to its domestic companies. 

The full Senate recently passedS. 4790. 

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 havean identifiable value separate from 
goodwill and a determinable useful life. 
Under current law, goodwill is not depre
ciable. Trademarks which have no known 
use.fullife may be amortized over 10 years 
for costs up to $100,000 and over 25 years 

for costs over $100,000. Acquired patents 
and copyrights are depreciable if they are 
assigned an identifiable value in the course 
of the transaction. Generally, the value of 
copyrights and patents cannot be amortized 
when they are acquired in a bulk transfer of 
business assets. 

Thebuyer's primary incentive is tomaxi
mize the amount of the purchase price allo
cated to allowable depreciable intangible 
assets, thereby resulting in more deprecia
tion deductions to reduce taxable income 
over the life ofthe assets. The nature of this 
tax treatmenthas led to disputes with theIRS 
over the typeofintangible assets acquired as 
well as disputes over the amount of the 
purchase price attributable to particular in
tangible assets. 

Representative Dan Rostenkowski (D.
Dlinois) introduced a bill (H.R. 3035) last 
July that would eliminate these controver
sies by simplifying the amortization rules 
when a business is acquired. The bill would 
have allowed the amortization of acquired 
intangible assets such as goodwill, trade
marks, patents and copyrights acquired in a 
bulk transfer over a single 14 year period. 
The bill as originally introduced would have 
applied only prospectively to property ac
quired after the date of enactment. 

A modified version of H.R. 3035 was 
embodied in a comprehensive tax proposal 
(H.R. 4287) introduced by Rep. 
Rostenkowski and Rep. Richard Gephardt 
(D-Mo.)lastFebruary. The bill was entitled 
"Tax Fairness and Economic Growth Act of 
1992." The modifications related to the 
treatment of computer software. Under the 
modified bill, certain computer software 
would not he entitled to the 14 year amorti
zation rules. The provisions of H.R. 4287 
were subsequently included in a compre
hensive tax bill (H.R. 4210) that passed the 
House in March. President Bush, however, 
recently vetoed the entire comprehensive 
tax package. 

• 

1992·93 NYPTC 
OFFICERS AND 

DIRECTORS 

The following offlcers andboard mem
bers were inducted into office at the 

Association's Annual Dinner on May 21: 

President: M. Andrea Ryan o 
President-Elect: William J. Gilbreth 
First Vice-President: Pasquale A. Razzano 
Second Vice-President: Thomas L. Creel 
Treasurer: Howard B. Barnaby 
Secretary: William H. Dippert 
Immediate Past President: Peter Saxon 

Board of Directors: 
Robert L. Baechtold 
David J. Mugford 
Virginia R. Richard 
Gregory J. Battersby 
Edward V. Filardi 
Roger S. Smith 
John B. Murnane 
John F. Sweeney 
Berj A. Terzian • 

RECENT 

DECISIONS OF 


INTEREST 
 o 
by Thomas A. O'Rourke 

TRADEMARKS - SCOPE OF 
PROTECTION 

In Kenner Parker Toys,Inc. v. Rose Art 
Industries,Inc. 43 BNAPTCJ 546 (Fed. Cir. 
Apri115, 1992), theFederal Circuit Court of 
Appeals reiterated the view that famous 
marks are deserving of more protection 
against confusion. 

Kenner involved an appeal from the 
Trademark and Trial Appeal Board of a 
dismissal of Kenner's opposition to Rose 
Art's attempt to register its "Fundough" 
mark. Kenner's mark, "Play-Doh" for a 
modeling compound and related toys, had 
been in use for over 30 years. Kenner has 
spent millions of dollars in advertising to 
achieve a 60-70% market share of the mod
eling compound toy market Rose Anintro
duced "Fundough" in 1987 with sales of 
$50,000. In one year, without widescale 
advertising, "Fllndough" sales increased tol\ 
$500,000. In 1986 Rose Art sought to reg- \ ~j 
ister the "Fundollgh" mark ,and Kenner op
posed. The Trademark Trial Appeal Board 
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dismissed Kenner's opposition. 
\ In reversing the Board, Judge Rader 

)xposed the difficulties of achieving fame 
for a mark in a market filled with innumer
ablesymbolscompetingforanention. Judge 
Rader explained that in these areas, achiev
ing fame requires a very distinctive mark, 
vast advertising expenditures and a quality 
product Once fame is achieved there is an 
incentive for competitors "to tread closely 
onthe heels ofvery successful trademarks." 

TheFedeml Circuit reversed the TIAB 
for failing to appreciate the importance ofa 
mark's fame stating: 

While scholars might debate as a factual 
ptq>Osition whether fame heightens or dulls 
thepublic's awareness ofvariances inmarks, 
the legal proposition is beyond debate. The 
driving designs and origins of the Lanham 
Act demand the standard consistently be 
applied by this conrt - namely, more protec
tion against confusion of famous marks. 
Even in their earliest common law origins, 
ttademarks functioned to benefit both pro
ducers whoinvest their good will and capital 
in a ttademark and consumers who rely on 
those symbols ... By identifying the source 
ofproducts, a trademark brought consumers 
back often to buy from a reliable producer 
and thus provided economic rewards for 
excellence. Thus, trademarks both encour
age quality products and reduce consumers' 
costs for market searches. At the same time, 
ttademarks protected investments of prop
erty owners and ensured proper retum to 
those who invested in work and capital .•• 
These manifold purposes and benefits ofthe 
Lanham Act only operate, however, if in
vestments to secure a strong. recognizable 
mark bring the reward of certain legal pro
tection. If investors forfeit legal protection 
by increasing a mark's fame, the law would 
then continence a disincentive for invest
ments in trademarks. The law is not so 
schizophrenic. In consonance with the pur
poses and origins of trademark protection, 
ihe Lanham Act provides a broader range of' 
protection as a mark's fame grows. 

TheTIAB'srelianceonB.V D.Licens
ingv.BodyActionDesign,lnc., 846F.2d 727 
(Fed. Cir.1988), for the proposition that the 
more famous a mark is, the more readily the 
public becomes aware of differences was 
rebuffed by the Courtwhich stated:"B. V D., 
to the extent that it treats fame as a liability, 
is confined to the facts of that case." 

COPYRIGHTS - PARODY AS A 

FAIR USE DEFENSE 


InRogersv. Koons, 43 BNAPTCJ520 
(2d Cir. April 2, 1992), the Second Circuit 

Court of Appeals held that in order for a 
parody to qualify as fair use, a "copied 
work must be, at least in part, an object of 
the parody," and "the audience be aware 
that underlying the parody •.• is anoriginal 
and separate expression, attributable to a 
different artist" 

In 1980, Rogers took a picture of a 
husband and wife holding eight German 
shepherd puppies, entitled "Puppies." 
Rogers later licensed the photograph to a 
companythatproducednotecards. In 1987, 
Koons, after tearing off the copyright no
tice on a "Puppies" notecard, had a three
dimensional sculpture made. The sculp
ture, entitled "String ofPuppies," was dis
played ata "Banality Show" and three were 
sold for over $300,000. Rogers thereafter 
f'tled suit for copyright infringement. 

At trial, both copying and substantial 
similarity were found to exist. Koons, 
however contended that the sculpture was 
a satire or parody of society at large, and 
therefore a fair use. 

In denying the availability of the fair 
use defense the Second Circuit stated: 

It is the rule in this Circuit that though the 
satire need not ooly be of the copied work 
and may, as appellants wge of "String of 
Puppies," also be a parody of modem soci
ety, the copied work must be, at least inpart, 
an object of the parody, otherwise there 
would be no need to conjure up the original 
work ..• 
Wethink that this is a necessary rule, as were 
itotherwise there would be no rea1limitation 
on the copier's use of another's copyrighted 
work to make a statement on some aspect of 
society at large. Ifan infringement ofcopy
rightableexpression could bejustified as fair 
use solely on the basis of the infringer's 
claim to a higher or different use - without 
insuring public awareness of the original 
work - there would be nopracticable bound
arytothefairusedefense. Koons' claim that 
his infringement of Rogers' work is fair use 
solely because he is acting within an artistic 
tradition of commenting upon the common
place cannot be accepted. The rule's func
tion is to insure that credit is given where 
credit is due. By requiring that the copied 
work be an object of the parody, we merely 
insist that the audience be aware that Under
lying the parody there is an original and 
separate expression, attributable to a differ
ent artist. This awareness may come from 
the fact that the copied work is publicly 
known or because its existence is in some 
manner acknowledged by the parodist in 
connection with the parody. 

TRADEMARKS - EXPLOITING 

PUBLIC MISPERCEPTION 


In Johnson & Johnson v. Smithldine 
Beecham Corp., 43 BNAPTCJ 522 (2dCir. 
April 1, 1992) the Second Circuit Court of 
Appeals observed that in order to sustain a 
charge of knowingly exploiting a public 
misperception under the Lanham Act, the 
plaintiff must make a showing that a statis
tically significant portion of the commer
cial audience has been mislead. Johnson & 
Johnson sells an antacid, "Mylanta" which 
contains, inter alia, aluminum hydroxide. 
Smithkline sells "Turns" which contains 
calcium carbonate. In 1990 Smithkline 
televised commercials that compared the 
ingredients in "Tums" with those in, inter 
alia, "Mylanta" stating "Turns" as being 
"aluminum-free" and "only Turns helps 
wipe out heartburn and gives you calcium 
you need. . ." In response to complaints 
from competitors, the ad was revised to 
delete references to Turns being alumi
num-free and emphasizing the calcium 
content. Johnson & Johnson then sued, 
exposing the novel theory that advertisers 
are liable for knowingly exploiting a public 
misperception. Although the Court re
fused to either adopt or embrace such a 
theory, itaffrrmed the district court' s judge
ment of dismissal. In doing so the Court 
stated: 

Generally. before a court can determine the 
truth or falsity of an advertisement's mes
sage, it must first determine what message 
was actually conveyed to the viewing audi
ence. Consumer surveys supply such infor
mation•.• 
In other works, in determining whether an 
advertisement is likely to mislead or con
fuse; the district court may consider other 
factors after a plaintiff has established 'that 
a not insubstantial number ofconsumers'•.. 
hold the false belief allegedly communi
cated in the ad. 
Absent such a threshold showing, an implied 
falsehood claimmust fail. This follows from 
the obvious fact that the injuries redressed in 
false advertising cases are the resuh ofpub
lic deception. Thus, where the plaintiff can
not demonstrate that a statistically signifi
cant part of the coriiIhercial audience holds 
the false belief allegedly communicated by 
the challenged advertisement, the plaintiff 
cannotestablish that it suffered any injury as 
a result of the advertisement's message. 
WithoutinjUIytherecanbenoclaim, regard
less ofcommercial context, prior advertising 
history, or audience sophistication. 

• 
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CLASSIFIED 
ADVERTISEMENTS 

Translation into idiomatic US English 
on disk or by modem. Applications, 
registrations, references, and instruc
tions from German and other languages. 
Electrical, mechanical, and chemical en
gineering. biotechnology. pharmaceuti
cals, and foodstuffS. Thomas J. Snow, 
1140 Avenue of the Americas, New 
York, NY 11036-5803. Tel. (212) 391
0520. Fax (212) 382-0949. 

Northern New Jersey Intellectual 
Property Law Firm seeks patent attor
ney with 2 to 5 years experience and with 
electrical/electronics background. Liti
gation experience an asset. Send resume 
in confidence to: Weingram & Zall, 197 
West Spring Valley Ave., Maywood,NJ 
07(1)7. Telephone: (201) 843-6300 Fax: 
(201) 843-6495. 

Anderson Klll Olick & Oshinsky,P.C. 
is pleased to announce the acquisition by 
its Intellectual Property and Technology 
Law group of David Toren and the law 
fmu of Toren, McGeady & Associates. 
Anderson Kill will continue to provide 
legal services concerning all aspects of 
intellectual property and technology law, 

including patents, trademarks, copy
rights, mask: works, trade secrets, trade 
dress, unfair competition and product 
counterfeiting. David Toren, Klaus 
Stoffel and Friedrich Kueffner will be 
joining currently existing members of 
Anderson Kill's Intellectual Property 
Group including David A. Einhorn, 
Shahan Islam andRaj Mehra. Officesare 
located at 666 Third A venue, New York, 
New York 10017. Telephone (212) 850
0700. 

NoMore Blind Dates.LetDocketMinder 
teach your computer to calculate Due 
Dates, warning youaboutweekends,Fed
eral holidays, and your own reserved 
dates. Docketing software by a patent & 
trademark lawyer for patent & trademark 
lawyers: Due Dates automatically gener
ated for recurring situations like Office 
Actions. Flexible, multi-level reporter. 
Automatic audit. Easy to use, easy to 
learn, easy to pay for. Individual copies 
$100; multi-copy license available. 
FREE DEMO DISK. Grass Roots Soft
ware, P.O. Box 17900, Suite 180, Glen
dale, Wisconsin 53217 (414) 274-9178 
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THE LITIGATION ASSISTANT ™ 

CUSTOM COMPUTER SOFTWARE FOR THE LITIGATOR 


This new software package runs on portable MS-DOS p{(rsonal computers 

and includes modules for: 

• Document Abstracts • Trial Transcripts 
• Deposition Transcripts • Document Images 
• Full Text Documents • Exhibits 

all in a user-friepdly environment 

For additional infonnation, call or write: 

Crostech Legal Systems, Inc. 

P.O. Box 1169 


Three Landmark Square 

Stamford, CT 06904-1169 


(203) 324-2076 



