Volume 36

LAW ASSOCIATION

Jahuary/February 1996

THE NEW YORK INTELLECTUAL PROPERTY

BULLETIN

Number 3

PRESIDENT’S
CORNER

The Federal Circuit issued three en
banc decisions last year which will sub-
stantially change the way that all of us who
practice patent law do so. Indeed, Judge
Mayer accused the majority in the Markman
case of basically believing that jurors are
unfit to determine patent cases. Whether
Judge Mayerisrightornot, the issue of how
we resolve intellectual property disputes
should be of concern to all of us. Current
statistics show that approximately 75% of
all patent cases are not tried to a jury.
Certainly, there is a large segment of the
intellectual property bar that believes this is
/" “ymistake. While we have a semi-specialist
\__<ourt of Appeals handling all-patent ap-

peals, many of the appealed judgments are
by lay persons having no knowledge at all
of the technology and no training in the law.
The Markman case, which said that the
scope of the claims of a patent is a question
_oflaw exclusively for the judge, effectively
removes some of the issues from the jury.

Is there anything to be said for resolv-
ing disputes before juries as being part of
the overall American social makeup? Its

this part.of our Wild West heritage, like the -

gunfight at O.K. Corral? It is a wonderful
spectacle in which we all like to be in-
volved, regardless of whether itis fair to the
litigants. Does the jury trial in patent cases
affect investment decisions in the United
States? For example, [ know first-hand that
our strict product liability laws deter some
foreign companies from introducing prod-
ucts into the United States. Whether this is
good or bad is a matter of difference in
opinion, but the matter is beyond the dis-
pute that it does occur. Is this also true of
-introducing products whichmay or may not
ifringe a party’s patent? Does the threat of

" ajury trial affect these import decisions?
What data, if any, do we have as to
whether jury verdicts comport with the

evidence presented? I'm not aware of a
database to decide this; only anecdotal evi-

“dence. Should we as an Association, or

other intellectual property law association,
take steps to try to develop such a database?
For example, should we ask the judges of
our Jocal New York courts to be able to
interview jurors after a patent infringement
case to develop appropriate statistical num-
bers? Our Association did interview one
jury last year after its verdict, with mixed
results. We are considering whether to pro-
pose a permanent relationship with the lo-

. cal courts to develop such a database.

It has often been said that the right to a
jury in patent infringement litigation is pre-
served by the Seventh Amendment of the
Constitution of the United States. Judge
Mayer noted that several judges of the
Court have already advised that they are
aboard the campaign to remove jury ver-
dicts and generalist judges from patent liti-
gation. (“A constitutional jury right to de-
termine validity of a patent does not attach
to this public grant. Congress could place
the issue of validity entirely in the hands of
an Article I'trial court with particular exper-
tise if it chose to do s0.”) In Re Lockwood,
50 F.3d 966, 970 (Fed. Cir. 1995). If there
is no Constitutional barrier, how about a
specialized Article I Court to try all patent

cases, as was suggested by at least one
member of the Federal Circuit? Would such
a court be too inbred? Would it suffer from
the Byzantine nature ascribed by many to
the Patent and Trademark Office tribunals
and to other specialty Federal agencies?

Even with judges trying these cases,
the results are often bizarre and the costs
huge. Former Chief Justice Berger one time
stated: “Our litigation system is too costly,
too painful, too destructive, too inefficient
for a civilized people.” Think of that! A
quote from our highest judicial officer that
our litigation system doesn’t really work
very well, even with judges as the fact
finders.




January/February 1996

Page 2

As those of us who have handled coun-
terpart patent litigations in various.parts of
the world know, trials are much shorter and
less expensive abroad. But it is not just
expense, itis often the inequity between the
various judges who try such cases, from the
very extreme where cases draft on for years
or more (remember the General Tire case in
the late 1960s where the trial before the
judge went on for over two years, at which
point the Circuit Court transferred the case
to another jurisdiction, noting that in effect,
this one case had removed the Judge from
his entire docket) to cases where judges who
are trying to keep their dockets current allo-
cate only a few days for cases involving
many patents in a complicated technology.
And what about judges who render deci-
sions years after trial? Can such a decision
possibly be based on a clear recollection of
the facts presented years earlier?

Finally, what about alternate dispute
resolution (ADR) as a means of resolving
disputes? As a result of the Civil Justice
Improvement Act of 1990, all of the federal
district courts will have to have alternate
dispute resolution in place in the near future.
Many do now as pilot projects. Thus, every
patent case will be subjected to some type of
ADR, at least mediation, to try to resolve the
dispute prior to trial. Should the use of ADR
be expanded?

None of these issues are free from doubt
or controversy. Ido not here attempt to push
a particular method. I do urge all of you to
get into the discussion about these matters
whether you believe a patent infringement
case should be tried all or in part to a jury, to
a generalist judge, to a specialist court to
handle patent cases or some other method of
handling disputes. Surely, the way we re-
solve patent controversies concerning many
millions of dollars, whether it be a patent
owner or a defendant we represent, should
be of the utmost interest to all of us and
indeed, to the economic well-being of the
country and our technological progress.
Please let me know of any issues you believe
we, as an Association, should address in this
ongoing debate.

Best wishes for the new year. Spring
(and our Annual Dinner honoring the Fed-
eral Judiciary) can’t be too far behind. Mayor
Giuliani will be our speaker this year. Turge
all of you to make reservations early, since
this event continues to grow every year.

— Thomas L. Creel

MORE
INFORMATION ON
DISABILITY PLAN

AVAILABLE TO
NYIPLA MEMBERS

The disability insurance industry has
experienced a great deal of turmoil over the
past vear and a half, with a number of
insurance companies either radically chang-
ing their disability product or leaving the
marketplace completely. The disability plan
available to the NYIPLA memnibers, how-
ever, continues to offer a policy that has
options and features that are favorable to
the insured, such as:

* An“OwnOccupation” definition of dis-
ability.

¢ It can be written until the 61st birthday
and continues for life as long as the insured
is still working full-time (30 hours a week
or more).

«  With this policy, days of total and/or
partial disability accumulate to satisfy the
waiting period for either total or partial
benefits.

» Upon full-time return to work, the policy
will continue to pay a residual benefit as long
as a 20% or more loss of income persists.

Theinsurance provider tothe NYIPLA,
The Union Central Life Insurance Com-
pany of Cincinnati, Ohio, continues to offer
a high-quality, non-cancellable disability
insurance policy. As the disability insur-
ance industry continues to evolve, more
changes are likely to appear. However,
once the policy currently being offered to
the NYIPLA miembership is issued, it can-
not be altered in any way without the
insured’s permission.

If you would like further information
on the Union Central policy that is being
offered at a discount to the NYIPLA mem-
bership, please return the postage-paid re-
ply card in the enclosed brochure or call the
plan administrator, Randy Rasmussen of
Rand Insurance, Inc., at (203) 637-1006.

LENTEN

DISPENSATION .

FOR JUDGES
DINNER

The following is a letter from the Chan-
cery Office of the Archdiocese of New York
regarding a Lenten dispensation for the
Judges Dinner on March 22, 1996:

‘We are happy to grant a dispensation from
the Lenten regulation of Friday abstinence
from meat for those Catholics attending the
New York Intellectual Property Assoc-
iation’s dinner on March 22, 1996.

If you think it necessary to mention some-
thing about this in any program you might
print for the occasion, I suggest the follow-
ing:

“There is a serious obligation for Catholics
to observe the Lenten practice of absti-
nence from meat on Friday in a substantial
way. Individual conscience should decide
proper cause to excuse oneself from this
obligation.”

With every good wish, I am

Sincerely,
Rev. Msgr. Leslie 1. Ivers
Vice Chancellor

IN MEMORIAM —
DAVID J.
MUGFORD

It was a surprise to many of us when
Dave Mugford died last November from
cancer at the age of 68, because his custom-
ary tact kept him from telling most of us
abouthis slowly worsening condition. Many
NYIPLA members knew him not only from
the various offices that he held-in the Asso-
ciation and the associated activity, but also
from his public spirited interest in all matters
affecting the profession, and his many years
of teaching intellectual property law at Seton
Hall. It seemed that he knew everybody, and
likewise, everybody knew and liked him.

David graduated in 1950 from Seto
Hall with a B.S. in Chemistry. He then
obtained an M.S. in chemistry from the
University of Puerto Rico, He went to Seton
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Hall for his law degree, which he obtained
_in 1958, followed by an LL.M. from NYU
{ ) 1960.

For the first seven years after admit-
tance to the bar, Dave worked at Arthur,
Dry and Kalish, specializing in general
commercial practice and in the patent and
trademark fields. He also became heavily
involved in litigation. Next, he joined the
Bristol-Myers Company, where he soon
became Chief Patent and Trademark Coun-
sel, a position he held for the next fifteen
years. Dave next spent some years as a
partner in Brooks, Haidt, Hafner &
Delahunty, but the siren call of another
pharmaceutical company in need of a Patent
and Trademark Chief brought him to
Schering-Plough Corp., where he became
Staff Vice President and Associate General
Counsel. ‘

In 1990, he established an Intellectual
Property Group at Bower & Gardner, until
the dissolution of that firm. About eighteen
months ago, he became Counsel to the firm
of Walter, Conston, Alexander & Green,
where he worked until his untimely death,

Dave served on the Board of Directors

~gf the New York Intellectual Property Law
@ssociation, Inc. from 1990 to 1993. In
addition to his management of all functions
of corporate intellectual property law de-
partments, he was a busy and active IP
litigator and a skilled practice builder. Dur-
ing his law career, he experienced many
successes in conducting difficult negotia-
tions and concluding lucrative licenses.

Four grown children and a wife sur-
vive him. He will be sorely missed by his
many friends and colleagues.

|

NEWS FROM THE
BOARD OF
DIRECTORS

by William H. Dippert

The Board of Directors met on No-
mber 14, 1995. Thomas Creel presided.
" TracieRichards, appearing for Edward

Filardi, reported on the Judges Dinner. There

was discussion of honored guests to be

invited and certain reimbursement policies.
It was agreed that no changes would be
made with respect to the honored guests
who should receive invitations. A motion
that any judge within a forty mile radius of
New York City be given the option of
staying at the Waldorf-Astoria or receiving
limousine service to and from the dinner
was unanimously approved by the Board.
Mr. Brunet discussed an upcoming
WIPO meeting to be held in December in
Genevato consider a new patent law treaty.
Mr. Creel indicated that WIPO had ex-
tended an invitation to the Association to
attend. Mr. Brunet said that he was not
planning to attend.Mr. Creel inquired
whether the NYIPLA should send a repre-
sentative to the meeting. Mr. Brunet agreed
to determine whether a member of the As-
sociation would be attending to represent
another organization. If so, he would ask
such person {o represent the NYIPLA.
There was discussion whether the As-
sociation should take a position in writing
astoArticle Seven, which permits the Patent
Office of each country to charge for its
services. Mr. Brunet moved that the Asso-
ciation advise WIPO that it favored amend-
mentof Article Seven if the fees charged by
the Patent Office of any country were in
accord with the costs of providing the ser-
vices. The motion was seconded and unani-
mously approved. Following discussion by
the Board, it was decided thata copy of the
letter to WIPO should be sent to Commis-

" sioner Lehman for consideration by the

U.S. delegation to the meeting. Mr. Brunet
agreed to draft the letter.

Mr. Creel reported on his trip to the
Annual Meeting of the Patent and Trade-
mark Institute of Canada. He learned that
there was some dissatisfaction with the
privatization of the Canadian Patent Of-
fice. Mr. Creel suggested that when the
issue of privatization arises in the U.S.
Patent and Trademark Office, we look to
the situation in Canada as a possible model.
He will refer this matter to the Committee
on U.S. Patent L.aw and Practice.

Dues increases were discussed. A mo-
tion that the Board seek an amendment of
the by-laws to raise the present ceiling for
dues to $100 was unanimously approved.
The question of any actual dues increase
will be deferred to the next Board following
approval of the by-laws amendment at the
annual meeting in May 1996,

There was discussion of whether the
Association was considering recommend-
ing possible nominees to the Federal Cir-
cuit in view of the recent taking of senior
status by Judge Nies. Mr. Creel indicated
that he was advised that the White House
was considering two candidates.

FRANKLIN
PIERCE LAW
CENTER’S IP

SUMMER

INSTITUTE

Franklin Pierce Law Center’s Intellec-
tual Property Summer Institute, inaugu-
rated in 1987, is the most comprehensive
academic summer program in intellectual
property law and licensing (technology
transfer) in the United States. Last year’s
Intellectual Property Summer Institute
(IPSI) included students from 40 ABA-
accredited law schools and intellectual prop-
erty professionals from over 20 countries.

IPSI brings together scholars, practi-
tioners, government officials and students
in a single forum. Courses are intensive, yet
the atmosphere remains informal. IPSIcom-
prises fourteen one and two credit courses
followed immediately by a one-week Ad-
vanced Licensing Institute and a one-week
Mediation of Intellectual Property and Com-
mercial Disputes program. The one and
two credit courses discuss topics which
include: entertainment law; financing and
valuation of intellectual property; franchis-
ing law and practice; intellectual property
management; intellectual property research
tools; international and comparative copy-
right law, patent law and trademark law;
licensing; patent practice and procedure;
publications and multimedia law; U.S. copy-
right, patent and trade secret law; and U.S.
trademark law and practice.

This year's institute runs from June 5
through July 26. There is a brochure in-
cluded with this issue of the Bulletin for
those who would like more information on
the curriculum and registration procedures

for this program.
|


http:attend.Mr

January/February 1996

Page 4

PENDING
LEGISLATION

by Edward P. Kelly
ANTITRUST
‘ vaing Arrangements Revisited

In approaching tying arrangements
under the antitrust laws, some courts have
inquired into actual market conditions for
the tying product to determine if the defen-
dant had actual market power. Other courts
have presumed market power in tying ar-
rangements where the tying product was
the subject of a patent. The Supreme Court
suggested that the existence of a patent on
the tying product could be deemed a per se
violation of the antitrustlaws. See Jefferson
Parish Hospital Dist. No. 2. v. Hyde, 466
U.8.2 (1984). Several courts and commen-
tators subsequently questioned the Supreme
Court’s rationale and bills were introduced
in past years that would amend the antitrust
laws to clarify that a court should not pre-
sume market power merely because the
defendant held a patent or copyright cover-
ing the tying product. These bills were
introduced as part of an omnibus bill ad-
dressing trade issues in 1988. In fact, in
1989, Congress amended Section 27 1(d) of
Title 35 to address these concerns in the
context of patent misuse. Section 271(d)
provides, inter alia, that a patent owner
would not be guilty of patent misuse by
conditioning a patent license on the pur-
chase of a separate product unless it is
proved that the patent owner has market
power in the patented product.

A new bill sponsored by Rep. Henry
Hyde (R.-IIl.) addressing tying arrange-
ments under antitrust law (H.R. §624) was
recently introduced to the House. This bill
provides that:

In any action which the conduct of an owner,
licensor, licensee, or other holder of an intel-
lectual property right is alleged to be in
violation of the antitrust laws in connection
with the marketing or distsibution of a prod-
uct or service protected by such aright, such
right shall not be presumed to define a mar-
ket, to establish market power (including
economic power and product uniqueness or
distinctiveness) or to establish monopoly
power.

The bill has been referred to the Judi-
ciary Committee.

TRADEMARKS
Dilation

Trademark dilution is currently pro-
tected solely under state laws. There are
about 25 states that prohibit dilution. The
Lanham Act does not afford, and never has
afforded, a cause of action for dilution.
Some states have held that the dilution
doctrine does not apply when the plaintiff
and defendant are competitors. Atleast one
court has held that injunctive relief under
the-state dilution statute is limited to the
geographic boundaries of that state. See
Deere & Company v. MTD Products Inc.,
41 F.3d 39 (2d Cir. 1994).

Two virtually identical bills, S. 1513

and H.R. 1295, are pending in the House

and Senate which would expand the scope
of the Lanham Act to protect against dilu-
tion of “famous” marks. The bills would
entitle owners of “famous” trademarks to
prevent unauthorized commercial use of
their marks if the use causes dilution of the
distinctive quality of the mark. The bill sets
forth numerous factors to consider in deter-
mining whether a mark is “famous,” in-
cluding the extent to which the mark is
inherently distinctive or has acquired dis-
tinctiveness, the geographical extent of the
trading area in which the mark is used, the
degree of recognition of the mark in the
trading areas and the channels of trade of
the mark’s owner and the person against
whom the injunction is sought. The bills
cover both registered and unregistered
marks — although registration itself would
be afactor in determining whether the mark
is “famous.” The bills specifically exclude
protection againstacompetitor’s fair use of
amark in comparative advertising and non-
commercial use of amark. A recentamend-
ment also excludes from lability all forms
of news reporting and news commentary.

The bills only provide for injunctive
relief, except in cases of willful infringe-
ment. Ownership of a federal registration is
a complete bar to a dilution action with
respect to that mark.

Both bills have been passed by the full
House and Senate and will be submitted to
the President for signature.

PATENTS

Joint Research and Development { /’ N;
e

Federal 1aboratories and private com-
panies have for many years jointly con-
ducted research through cooperative re-
search and development agreements
(CRADASs) under the Stevenson-Wydler
Act, 15 US.C. §3710. The fact that the
federal laboratory has the option of claim-
ing ownership in the jointly-developed tech-
nology was considered by some as.an im-
pediment for private companies to enter
into CRADAs. In recent years, legislation
has been introduced in Congress which
would require the government to assign the
intellectual property rights to the private
sector partner.

Legislation introduced earlierthis year
in the Senate (8. 1164) would give the
private sector partner the option of taking
anexclusive license forafield of use for the
technology jointly developed. Most re-
cently, Representative Morella (D-Md.)
introduced a counterpart bill in the House
(HR 2196). Bothbills grant the government

a paid-up irrevocable license to use thg }

jointly-developed technology as well
“march-in" rights if the private sector does
not commercialize the jointly-developed
technology. The Senate approved S. 1164
last November. The full House recently
passed S. 2196.

Attorney’s Fees Against the
U.S. Government

The United States government cur-
rently cannot be held liable for attorney’s
feesin patentcases even if the infringement
is found to be willful. The full House re-
cently passed a bill (H.R. 632) that would
allow certain entities to recover attorney’s
fees against the government for willful
patent infringement. The entities that would
be allowed to recover attorney’s fees are
independent inventors, non-profit organi-
zations and companies with less than 500
employees. The bill would be implemented
by amending 28 U.5.C. 1498(a). The bill
would apply to actions pending or brought
on or after January 1, 1995. A counterpart
bill (S. 880) is pending in the Senate.

Prior Use Defense

* As a general rule, a company that pro-

I
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tects its technology by keeping it a trade

. —sgecret does so at its peril because it could be
. Jlable for patent infringement if someone

else obtains a patent on that technology. A
bill pending in the House (H.R. 2235) would
change that result by amending the patent
statute to provide for a limited defense to
patent infringement where the alleged in-
fringer made prior use of the patented in-
vention.

The bill would amend Section 273 of
Title 35 to assert a defense to patent.in-
fringement if the person had, acting in good
faith, commercially used the subject matter
inthe U.S. before the effective filing date of
the patent. “Commercially used” means
use in the U.S. in commerce whether or not
the subject matter atissue is accessible to or
otherwise known to the public. “Use in
commerce” means any actual sale or com-
mercial transfer.

There is also a special exception for
subject matter that cannot be commercial-
ized without significant investment of time
and money. In that case, a person shall be
deemed to have commercially used the
subject matter if,

{A) before the effective filing date of the

" patent, the person reduced the subject matter
to practice in the U.S., completed a signifi-
cant portion of the total investment neces-
sary to commercially use the subject matter
and made a commercial transaction in the .
United States in connection with the prepara-
tionto use the subject matter and (B) after the
effective filing date of the patent, diligently
completed the remainder of the activities and
investiments necessary to commercially use
the subject matter and promptly began com-
mercial use of the subject matter.

‘While a literal reading of the bill indi-
cates that the use or reduction to practice
must occur before the effective filing date
of the patent, the bill is not that broad. A
later section of the bill entitled “one year
limitation” provides that the defense pro-
vided by the bill is only available if the use
orreduction to practice occurred more than
one year prior to the effective filing date of
the patent.

The House Subcommittee on Courts
and Intellectual Property meetings were
recently held on H.R. 2235. The Adminis-
, tion supports the bill on the ground that
’\i _/balances the rights of those who seek to
keep technology a trade secret and those
who desire to file for patent protection. The
bill would specifically add a section stating

that the defense does not constitute a gen-
eral license but only applies to subject mat-
ter clairmed in the patent that the person
asserting the defense had commercially used
before the effective filing date. The entities
that would be allowed to recover attorney’s
fees are independent investors, non-profit
organizations and companies withless than
500 employees. H.R. 632 has been ap-
proved by the House Subcommittee.

Reexamination Proceedings

A bill (H.R. 1732) is pending in the
House that would make certain amend-
ments to the reexamination provisions of
the patent statute so that a third party re-
questing examination would have a greater
role in influencing the outcome of the reex-
amination. For instance, the bill would al-
low the third party requester to not only
comment on the patent owner’s response to
reexamination, but also to address the is-
sues raised in the Patent Office during the
reexamination procedure. The basis for re-
examination would also be expanded to
include compliance with Section 112 of the
patent statute. A third-party requester would
also be able to file an appeal of the
examiner’s final decision with the Board of
Patent Appeals and Interferences.

H.R. 1732 received a favorable re-
sponse during hearings before the House
Subcommittee on Courts and Intellectual

Property.
u

RECENT
DECISIONS OF
INTEREST

by Thomas A. O’Rourke
PATENTS
The “On Sale” Bar

In Mahurkar v. Imora Inc., 37 USPQ
2d 1138 (Fed. Cir. December 12, 1995), the
CAFC held that a plaintiff’s sale of two
prototypes of his invention, although asale
inany normal sense of the word, is not asale
if the policies behind 35 USC §102(b) are

not offended. Rather, the “on sale” bar
depends upon the totality of circumstances,
considered in view of said policies underly-
ing §102(b), with “commercialization” by
the inventor one year before patenting be-
ing the evil to be most vehemently discour-
aged.

An inventor may notacquire a patent if
he places a version of the claimed invention
in public use or places it “on sale” more
than one year prior to the date of application
in the United States. 35 USC §102(b).
Whether this bar comes into effect or not is
a question of law. The party attacking the
validity of the patent must prove by clear
and convincing evidence that one of these
two situations occurred.

The Court stressed that the question of
whether adevice has been placed on sale is
not subject to a mechanical rule. Rather, it
depends upon the totality of the circum-
stances, considered in view of the policies
underlying §102(b). These policies include:
discouraging removal of inventions from
the public domain; encouraging prompt
and widespread disclosure of inventions;
allowing an inventor a reasonable period
following sales activity to determine. the
value of his invention; and prohibiting an
inventor from commercially exploiting his
invention beyond the statutorily prescribed
time. The last of these policy consider-
ations is considered the most important by
the Court.

The device covered by the patent in
this case was an improved catheter for
removing and replacing blood from the
circulatory system. The inventor of said
catheter entered into a license agreement
with Quinton Instruments Company. The '
license contained a condition that the
inventor’s catheters must be marketed by
Quinton by September 30, 1982 in order for
the exclusivity of the license to remain in
effect. The CEO of Quinton arranged for a
sale of several protoitype catheters to a
long-standing acquaintance in the dialysis
industry. This sale was accomplished, but
the catheters involved were virtually use-
less for their intended purpose. The district
court found this to be a “sale” as the term is
used in the Uniform Commercial Code, but
refused to find it a bar to patentability under
§102(b).

The CAFC affirmed the district court’s
finding, stressing that the “sham” sale of
the catheters was nota sufficient “commer-


http:patent.in

January/February 1996

Page 6

cialization” of the device, which would
require a 102(b) bar. None of the other
policy considerations were deeply offended
by this sale, according to the CAFC.

The Court in this case concluded that
the “on sale” bar is much less about the
device being on sale than it is about the
inventor acting in a manner “commercial-
izing” the invention. Although these ac-
tions often coincide, a patent can some-
times be saved by distancing it from the
commercialization tag.

Obviousness

InInre Ochiai, 37USPQ2d 1127 (Fed.
Cir. December 11, 1995), the Court of
Appeals for the Federal Circuit, in a per
curiam decision, held that method claims
that recited a standard reaction with a par-
ticular acid to make a type of cephem were
not prima facie obvious since the applica-
tion claimed a new nonobvious starting
material.

The Ochiai application was directed to
a process for using an acyl side chain from
a particular type of organic acid and a
particular type of amine to make a particu-
lar cephem compound having antibiotic
properties. The application claimed prior-
ity from an application that covered meth-
ods for the manufacture of cephems, now
U.S. patent no. 4,098,888,

Theexaminerrejected claims 6through
10 of the Ochiai application as obvious in
light of the combined teachings of six refer-
ences. The Examiner conceded that the
prior art did not disclose the acid used and
the cephem made in the process recited in
claim 6. Additionally, the examiner recog-
nized that the prior art did not teach or
suggest the particular acid used, nor the
particular cephem produced.

The Board of Patent Appeals catego-
rized claim 6 of the Ochiai application as a
“process formaking” claim as opposed to a
“process for using” claim. According to the
Board, such claims are “controlled” by
“Iclases suchas Inre Larsen, 292 F.2d 531,
130 USPQ 209 (CCPA 1961); In re
Albertson, 332 F.2d 379, 141 USPQ 730
(CCPA 1964) and, particularly, In re
Durden, 763 F.2d 1406, 226 USPQ 3359
(Fed. Cir. 1985).” Id at 1130. In these
cases, the process for making claims were
rejected.

The Federal Circuit held that the

Board’s method of analysis was “founded
on legal error because it substitute[d] sup-
posed per se rules for the particularized
inquiry required by section 103.” Id. at
1132. The Court held that there are no per
se rules in determining obviousness. The
Federal Circuit stated that the statutory test
for obviousness requires one to compare
the subject matter as a whole with the prior
art to which said subject matter pertains.
Since the Ochiai claims were limited
to a particular nonobvious starting material
for making a particular nonobvious end
product, to the prior art of record, the Court

reversed the rejection of claims 6 through

10 as an incorrect conclusion reached by
incorrect methodology.

TRADE SECRETS

In Buffets, Inc. v. Paul Klinke et al.,
1996 U.S, App. LEXIS 436 (9th Cir. Jan.
16, 1996), the Court of Appeals for the
Ninth Circuit affirmed the district court’s
ruling that a restaurant’s recipes and job
training manuals were not trade secrets
under Washington state’s trade secret law,

Appellants Buffets, Inc., a Minnesota
corporation that operates a nationwide chain
of budget buffetrestaurants under the name
Old Country Buffet (OCB), instituted a
practice of “small batch cooking,” i.e., only
preparing a small batch of food for buffets
to insure freshness rather than preparing
and storing quantities of food. Appellee
Paul Klinke, et al. (Klinkes) operated a
number of franchise restaurants, and in-
quired about buying an OCB franchise.
Klinkes was told that OCB was not fran-
chising. Subsequently, Klinkes hired two
former OCB employees and arranged for
one of his former employees to work at one
of the OCB restaurants. Paul Klinke’s son
also got a job with OCB as a cook while
remaining on the Klinkes’ payroll and not
disclosing to OCB his true residence and
cooking experience.

Klinkes began compiling a new
employee’s manual and recipes, and the
district court found that these new manuals
and recipes were almost exact copies of the
OCB position manuals and recipes. Klinkes
then opened a buffet restaurant called
“Granny’s” that used copies of the com-
piled position manuals and the OCB reci-
pes. The district court ruled on a summary
judgment motion that the Klinkes’ alleged

wrongful conductdid not impact the public
interest; therefore, it did not violate

Washington’s Consumer Protection Acf” ™
At abenchitrial, the district court alsofouns._/

that the recipes and job manuals used by
Klinkes were not trade secrets.

Under Washington law, RCW @
19.108.010(4), a trade secret is defined as
“information ... that ... derives independerit
economic value ... fromnot being generally
known to ... other persons who can obtain
economic value from itsdisclosure oruse ...
and ... that is the subject of efforts that are
reasonable...to maintain its secrecy.” Id. at
*5. Interpreting Washington case law in a
diversity case, the Ninth Circuit upheld the
district court’s ruling that OCB’s recipes
were not novel, since they were such Ameri-
can staples as BBQ and macaroni and
cheese; therefore, they could easily be dis-
covered by others and could not be pro-
tected as trade secrets. Specifically, the
Circuit Court stated “this is not a case
where material from the public domain has
been refashioned or recreated ... to be an.
original product, but is rather an instance
where the end-product is itself unoriginal.”
1d. at *7. The Circuit Court also upheld the
district courts ruling that OCB failed t4,
demonstrate any derived benefit from the
recipes being kept secret.

With respect to the job manuals, the
CircuitCourtalsoupheld the district court’s
finding that they were not trade secrets. The
Court stated that “the fact that employees
were advised of neither the manuals’ status
as secrets, nor of security measures that
should be taken to prevent their being ob-
tained by others, suggest that OCB’s inter-
est in security was minimal.” Id. at *12.

@
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‘Two Informative One-Day Seminars in New York City

THE BAsics OF INTELLECTUAL
PROPERTY LITIGATION
March 28, 1996

" THE Basics oF LICENSING
AND LicensiNG Law

March 27, 1996

sponsored by chensmg

JOURNAI

sponsored by 2= [P [ itigator

TOPICS: .

Seeking Out Infringers

Pre-Filing Considerations

Drafting Pleadings and Discovery Requests

Preliminary Injunction and Summary Judgment Motions
Advances in Litigation Support

TOPICS:

The Whys and Wherefores of Licensing

Drafting Effective License Agreements

Making the Standard License Agreement Fit the Deal
Establishing Royalty Rates and Minimum Royalties
An Introduction to Multimedia Licensing

International Licensing Considerations The Use of Experts
The Agent/Consultant in Licensing Effective Deposition Techniques
Tax Considerations and Auditing The Propriety of Jury Trials

The “Science” of Conducting an IP Trial
Computation of Damages/Rule 11 Sanctions
Significant Developments in IP Litigation in 1995

The Forgotten Licensee and Its Problems
Significant Developments in Licensing Law in 1995
What the Future Bodes for Licensing
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FACULTY

Kenneth R. Adamo Edward V. Filardi Emmett J. Murtha
Jones, Day, Reavis & Pogue White & Case IBM Corp.

Howard B. Barnaby Woody Friedlander Leonard T. Nuara
Robin, Blecker, Daley & Driscoll Friedlander & Assoclates Attorney-at-Law
Gregory J. Battersby Gary Gertzog Russell L. Parr

Grimes & Battersby NFL Properties AUS Consultants
William J. Brunet Charles W. Grimes Jonathan D. Reichman
Fitzpatrick, Cella, Harper & Scinto Grimes & Battersby Kenyon & Kenyon
John Celantano Leora Herrmann Jack Revoyr
Celantano & Assodiates - Grimes & Battersby INTELIC

Brian D. Coggio John Hornick Kim E. Rosenfield
Pennie & Edmonds Finnegan Hendersen Farabow Garrett & Dunner Sirote & Permutt

David Davis S. Lakshmanan Evelyn M. Sommer
Decision Quest Price Waterhouse Skadden, Arps, Slate, Meagher 8 Flom
Bernard D. Dimont Peter Malen Cheryl Stoebenau

Dimont & Assoclates

- Children’s Television Workshop

CAS Marketing

M. Scott Donahey Richard Mandel John F. Sweeney
Holtzmann, Wise & Shepard Cowan, Liebowitz & Latman Morgan & Finnegan
Allan Feldman Peggy Moizel Edward E. Vassallo

Leveraged Marketing Corp. of America

Deloitte & Touche

Fitzpatrick, Cella, Harper & Scinto

FOR INFORMATION ON ATTENDING, CALL KENT PRESS AT
(203) 358-0848 FAX: (203) 348-2720
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CLASSIFIED ADVERTISEMENTS

Former NYC Assistant Corporation
Counsel, 6 years litigation and trial
experience, Berklee College of Music
graduate seeks associate position prac-
ticing intellectual property law. Refer-
ences available. Tel. (718) 768-6272.

White Plains, NY law firm seeks at-
torneys with chemical and mechanical
expertise and 5 years minimum experi-
ence. Law firm background with clien-
tele following preferable for fast track
to partnership. Respond in confidence
to: Charles Rodman, Rodman & Rod-
man, 7 South Broadway, White Plains,
NY 10601 or fax information to (914)
993-0668.

Nilsson, Wurst & Green, a progres-
sive intellectual property law firm with
major U.S. and foreign corporate cli-
entele, invites exceptional patent attor-
neys to join its growing practice. Suc-
cessful candidates will have adegree in

electrical engineering, physics or a &
related technical field and substantial |2
experience in patent prosecution and/ |
or litigation. Compensation and ben- |;

efits will be at the higher competitive
levels. Interested candidates should
send their resumes and writing
samples to Robert A. Green, 707
Wilshire Blvd., 32nd Floor, Los An-
geles, CA 90017. All submissions
will be keptin the strictest confidence.

Translation into idiomatic US En- |

glish on disk or by modem. Applica-
tions, registrations, references, and in-
structions from German and other lan-
guages. Electrical, mechanical, and
chemical engineering, biotechnology,
pharmaceuticals, and foodstuffs.
Thomas J. Snow, 1140 Avenue of the
Americas, New York, NY 11036-
S5803. Tel. (212) 391-0520. Fax (212)
382-0949,

o i

Name
Firm

= [P Litigator

The IP Litigator is the first and only publication to focus exclusively on the fastest growing area of
commercial litigation — intellectual property litigation. Written specifically for the intellectual prop-
erty litigation and enforcement professional, The IP Litigator covers every area of importance to
practicing attorneys and industry professionals and offers practical solutions to current problems
facing these litigators every day. ’
‘Timely feature articles in each issue will address the pressing issues that intellectual property pro-
fessionals must consider, from policing the market for infringers and the subsequent actions that
must be taken, to selecting expert witnesses and juries and conducting trials.

SUBSCRIBE NOW AND RECEIVE A 20% DISCOUNT OFF THE REGULAR SUBSCRIPTION PRICE!!!

O Send me a one year (six issues) subscription to The IP Litigator for $180

City

Address

State

Telephone
O Payment Enclosed

Zip

Account No.

O Bill my (circle one} MC ~ VISA  AMEX

Exp. Date

Signature




