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Compamon Case |

- In re Spreter, a short cornpamon decision handed down the same day, utilizes the ”ord1- -
‘ nary designer’ test to uphold the rejection of a de31gn for a cigarette lighter. Judge Rich ap-
- plies the reasomng of the Nalbandlan case (above) in concludlng that the de81gn "Would have

" - bheen obkus L

5 _'PTo ISSUES GUIDELINES ON . -

" ._'VTO BROADEN FOIA'S ‘TRADE SECRET EXEMPTION .

'\

0.

- COMPUTER-RELATED INVENTIO S .

: ' Guidelines on the patentability of mventions rec1t1ng computer programs mathemat1ca1 ‘
" equations, and algorithms are set forth in a new Section 2110 of the PTO's Manual of Patent
- - Examining Procedure. These guidelines are designed to assist Patent and Trademark Office -
© - examiners in applying the principles announced by the Supreme Court 1n Dmrnond V. Dlehr,
L 450 U 5. 175, 209 USPQ 1 (1981), 519 PTC]AA 1, D- 1. . .

= The chief observation contained in the guldelmes is that "a c1a1m is not unpatentable un-~
.- der 35 U.S.C. §101 merely because it includes a step[s] or element[s] directed to a law of na--
" ture, mathematical algorithm, formula or computer program so Iong as the claim as a whole
' is drawn to subject matter otherwise statutory.'' Analysis of claims in accordance with the
.+ procedure set forth in In re Freeman, 197 UQPQ 464 (CCPA 1978), 373 PTC} A 1, is recom-
- -mended as an. "appropnate test. "_ Vil W

o 'I'he fuIl text ofthenew M.P E. P sectlon appears at pageE 1.

: SENATE PANEL HEARS TESTIMONY ON PROPOSALS

‘ In addltlon to the bills already pendlng before Congress several new measures are’ bemg-'-‘
‘proposed to beef up trade secret protection under the Freedom of Information Act. Witnesses
appearing at an October 15th hearing before the Senate Subcommittee on the Constitution testl-_ :
" fied that an Administration-sponsored measure (not yet formally introduced) would broaden
- the current trade secret exemption to make clear that interests other than "substantial com-
- petitive harm'' must be weighed when making determinations that could jeopardize "v1ta1 busi-
' nmess secrets M Protectlon w0u1d also be broadened under S. 1730 ) a.nother new b111

- Background

B Recent weeks have seen a ﬂurry of legislative actnnty reiatlng to the Freedom of I.nfor—
. mation Act (FOIA). On October 7th, Senator Orrin G. Hatch (R-Utah) introduced S, 1730, a

© . pill that would make wholesale changes in the law. Of particular interest to trade secret own-
~ ers is his proposal to broaden the trade secret exemption set forth in 5 U, 5.C. §552(b)(4)

- Under current Iaw, Exemption 4. shields from public disclosure matters that are "trade

...-secrets and commercial or financial information obtained from a person and privileged or

. confidential. '’ The federal courts have interpreted this exemption to apply only if release of .
" the information would impair the Government's ability to obtain necessary information in the
future or would cause ''substantial competitive harm*" to the competitive position of the sub-
- mltter. See Natlonal Parks and Conservatlon Assn. v..Morton, 498 F.2d 765 (CADC 1974). -

s 1730 's';:_-:-':-;; CE

' 8. 1730 would revise Exemptmn 4 to enrompass "trade secrets and commerc1al re- -

search or financial information, or other commercially valuable information. '’ When disclo-
_sure w0u1d “impair legitimate private, competitive, financial, research, or business -
“interests," the revised standard would allow records to be withheld. S. 1730 ig thus far more
specific than Senator Dole's bill, 5. 1247 (see 534 PTCJ at A-20 and 539 PTCJ A-5), which.
- . “would amend Exemption 4 to encompass "proprIetary mformatlon whlch would not customarlly
' ._;‘;-_-be dlsclosed to the public.*' - : e L :

o~
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S 1730 also calls for a number of procedural changes that would grant busmesses a

- greater opportunity to challenge an agency's decision to release information. Like 8. 1247, S,
- 1730 provides that a submitter must be given notice that its records may be released, a chance
* to oppose the release, and de novo court review where the records are scheduled for release -

desp1te the Submltter 8 ob]ect1ons .

Admmstratmn JPropos aI

RS

The Admlmstratmn has aIso announced its intention to sponsor remedza}. leglslatlon As _
part of its comprehensive reform package, the Administration has proposed that Exemption 4

apply to "'financial'’ interests as well as to "competitiVe" and ''business'' interests. The pro-
posed amendment would also extend the exemption to nonproflt submltters such as unlversl- .

ties, hospltals -and scientific researchers.

- The Administration's bill, in addition, would’ add "other commerclally valuable 1nfor- ‘

 mation'' to the categories of mformatlon encompassed by the statute. This amendment would
assure the protection of any information that is commercially va,luable, whether or not 1t con-

- . sists of trade secrets or commercial or financial information. ~

Fmally, the Administration's proposal would preclude chsclosure of mformatlon if re-.
lease ""may impair either the legitimate competitive, financial, or business interests. of any
person or the Government's ab111ty to obtain such mformatlon in the future. '.' L

Hear g, |

“Senator Hatch opened the hearlng by announcing that s. 1730 "w111 serve as the vehlcle

for further deliberations' by his subcommittee. He noted that previous witnesses (see 539

PTC] A-5) ""have clearly shown that confidential business mformatlon maj,tr not be safe in Gov— _

ernment files undex court interpretations of FOIA.'' -~

Jonathan C. Rose, Assistant Attorney General for the Justlce Department’s Offlce of
' Legal Policy, presented the Administration's proposal. In addition to the provisions outlined
‘above, Rose testified that the Administration's bill would establish procedures enabling sub-

mitters of confidential commercial or financial information to object to the Government's re- '

lease of such information. The proposed amendments, he said, would also permit the
Government to'charge fees for FOIA requests ''that more closely reﬂect the actual cost of the
Government's search and review of documents." - -

Attorney R.oger Milgrim expressed general support for the Admmlstratxon i proposai
‘However, he voiced concern about certain procedural matters. For example, he questioned
the wisdom of allowing only a requester of information to recover attorneys* fees and costs if-
it is the prevailing party in FOIA 11t1gat10n. This provzslon could encourage fr1volous re-
quests, Mllgrlm mamtamed. _ T R S AT SO S

Another attorney, Jerald A. Jacobs also test1f1ed in favor of 11bera112‘.1ng¢ FOIA's Exemp-j e

“tion 4. According to Jacobs, Exemption 4 should be mandatory, not discretionary with the
agency. Jacobs also stated that the definition of trade secrets should be broadened to encom-~

pass '‘any information, the disclosure of which would impalr the legitimate private competi-

t1ve interests of the submitter and is customarily held in confidence by the submitter."
Opposition to 8. 1730 was led by Jack Landau, Director of the Reporters Committee for '

Freedom of the Press. Characterizing S. 1730 as a "'frontal assault on the FOIA,'' Landau in-
dicated that the Hatch bill "'would almost totally exempt records of businesses submltted to the

Government for regulatory purposes.' Moreover, he declared, S. 1730 *'set[s] up a pxo- -
cedural morass as a second line of defense §0 that the average reporter or wrlter woald gwe '
up before he or she began. " : A ; o

With regard to the bill's "legltlmate busmess mterests" standard Landau sald that
!'knowing the mentality of most American business persons, I can hardly think of any internal
“information, which if made public, a prwate business enterprise would not consider an im-
pa1rment of its 'legitimate private business interest.'" - :
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! appear in text at page F-1).

S INNOCEN’f JUNIOR USER OF MARK -
 WINS RIGHTS FOR MOST OF U.S.

10-:22 81 (PTcJ) ARSI uE-WS & -COMM.ENT”'{ | N6, S51) A-=9

Further hearmgs on blllS to amend the F‘OIA will be held but they have not yet been

- scheduled.

Excerpts from S 1730 (as pubhshed in the Congress:tonal Record 10/7/81 p S 11296)

" An innocent junior user of the mark "Noah's Ark" for restaurant services is awarded

- concurrent use reglstrauons covermg all of the United States except for the territory immedi- -
- ately surrounding the prior user's restaurant and selected other areas. The PTO Trademark
* Trial and Appeal Board notes that while the junior user has actively sought to establish a

nationwide network of franchises, the prior user has abandoned its rlght to expand beyond 1ts

e _1mmed1ate tradmg area. (Nark Inc Ve Noah's Inc. , 9/8/81) R

_ : J '_ Background SRR R IR FTAE
Appllcant Noah's Inc. sought to reglster the name "Noah‘s Ar " as a‘service mark for

its Itahan restaurant located in Des Moines; lowa. Registration was opposed by Nark on the -

ground that it uses the mark “"Noah's Ark'* in connection with its attempts to franchise a dls-* '

tinctive, sophisticated '"tablecloth’' type of steak house (like the one it operates in suburban -

St. Louls) Opposer’ subsequently filed applications for concurrent use of the mark under §2(d)

" of the Lanham Act, 15 U.S.C. §1052(d), claiming use of the *"Noah's Ark'' mark'in a host of

states. The proceedings were consolidated, and the record established that while applicant

- made little effort to expand its business beyond Des Moinés, opposer has continuously engaged
©in efforts to franchlse its ”Noah’s Ark“ restaurant throughout most of the Umted States v

Concun rent Use ..

A AR

The Trademark 'I‘r1a1 and Appeal Board notes that thle the f1rst user of a mark is nor—’

o mally entitled to exclusive use, the Lanham Act recognizes the right of an innocent junior user

to concurrent use of its mark in the area in which a proprietary right has been established. In

' most concurrent use situations, says Member Lefkowitz, the prior user is prima facie

entitled to a registratlon covering the entire United States, limited only to the extent that the
junior user can establish that it possesses protectible rlghts in its area of actual use as well
as in the area of natural expansmn. However, where the prior user, through inactivity over a -
reasonable permd of time, has, in effect, abandoned or relinquished its rights, nationwide -

. trademark rlghts can be acqulred by a junlor party that has demonstrated substantlal expan- c
- sion activities. - - ‘ _ .

t.Tn Applicant, Whlle acknowledgmg that opposer s flrst use of "Noah's A.rk" was in good

'fa1th argued that any expansion activities on opposer's part after it learned of applicant were

in bad faith and cannot serve as a basis for a concurrent use registration in any of. the areas in

Whlch it solicited franchisees after notice.. The board rejects this argument:-:

[Text} A similar argument was ra1sed in Weiner King Inc. v. Wiener ng Corp. » [201
- USPQ 894 (TTAB 1979), modified, 615 F.2d 512,204 USPQ 820 (CCPA 1980), 467 PTC]
- A-6], and was rejected by both the board and the court as a '"hard and fast'' rule in cases of
this type since a general and inflexible application of this concept would create more prob-
. lems than it would solve, and it would not be responsive to the factual situations upon which -
~ -right of registration must be determined. In so doing, the court stated that: - % -
-+ - '"While an attempt to "palm off’ or a motive to box in a prior user by cuttmg into its prob-
- able area of expansion, each necessarily flowing from knowledge of the existence of the
prior user, might be sufficient to support a finding of bad faith, mere knowledge of the
..existence of the prior user should not, by itself, constitute bad faith.'"

- . The court, then, in footnote #6, page 829 went on to state:

" "In addition, the common law has been most concerned with the good falth adoptlon and
use of marks on the part of a later user. While it is clear that appropriation of a mark with -
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BUSLNESS CONFIDENTIALITY

read as follows:

»(4) trade secrets and commercial re-
gearch, or financial! information, or other
. commercially valuable informatlon obtained
from any person and privileged or confiden-
t1al where release may lmpair the Iegitimate
private, competitive, .financlal, research or
business Interests of any person or where re-
i : lease may impalr the government's ability 10
i obtain such information in the fufure;”

~PUSINESS CONEIDENTIALITY PROCEDURES
Bec, 9. Section BA&2(m) of title 6, Unlted

Sietes Code, is amended by Inserting imme- -

_ diately after paragraph (6) the following
new paragraphi DR

(1) (A) (1) Whenever an agency recelves &

: request for records containing or based on

“ i . information which 18 or may be subject to

: exemption four. (6 U.B.C. 652({b)(4)) and

the sgency has not declded to withbold such

i records, the agency shall, within ten working

< days from the date of receipt of such re-

. of the Informsation contained in the record,
‘or on which the. record 18 based, of such

and seopa of the request #nd advise the
submitter of hie right to submit written ob-
jections and his right to an Informal ex
parte hearing pursuant to this paragraph.
*(111) For the purposes of this section, the
term ‘submitter' includes the private eotrce
who provided the requested record or the
" . information contained in the requested rec-
ord or ofi which the requested record 18
based, the private proprietor or such infor-
mation, and the Individuslly Identifiable
“private party who is the subject of such
fnformation. - - - i ' :

vlde the apeticy with written objectlons to
disclosure -of records requested, clesrly and
_sucelnetly describing legal grounds for the
- . ohjectiens. - - o o e :
(1t} Upon proper request by the submit

ceipt of the notice, the ageney shall provide
the submitter with an cpportunity for an

. gultable for the Interests of the submitter

may deny a request for hearlng upon & writ-
ten determination that on the particular
facts of the case the request is clearly frivo-
‘Jous, the requested hearing would severely
prefudice specifically stated Interests of the
apgency or identified third parties, or the re~
guesied hearing has been rendered unneces-
- sary by virtue of a determination to deny
the underlying request for disclosure. This
hearine shail be held no leter than thirty

" time for the submitter to prepare his presen-
. tation for the hearing.. - .-¢ -

*(ili) The time limits set- forth In this
. pubparagraph may be extended by the agency
where requlred by the ctroumstances of the

why such circumstance justifies an exten-

Szc. 8. § US.C. 552(b)(4) !s= amended to

request. This notice shall describe the neture

jnformal ex parte hearing at & locatlon -

and of the egency, except that the agency

" ¢dnys after the agency recelves the request for.
& hearing, but not earlier than a reasonabile -

.. case to permit development of the evidence
~'for the record or where. required hy- other
" exceéptional clrcumstances., When an agency .
extends such time lmits; it shall make a .-
written finding of such circumstances and -

- slon of the appileable time limits. The agency

L TEXT

5w

.- shall send the aubmitter a e'opy‘or this find-

ing by ce or yegistered mall, Lo
“(C) (1) Within thirty days, after the
agenhcy receives the wriitén objections of the
submitter, or, it an informal ox parte hearing
was held, within thirty deys safter the con-
clusion of the heating, the agency shall make
& £n#l decision regarding decjosure of the re-
quested agency . recordy, -unless stich time.
ilmitations are extended by the agency due
to the existence of exceptional cireumstances .
Justifying such. exiension. When the agency
extends'such time lmitations, It .shall meks

‘s written finding of such circumstance and -

why such circumsisnce justifies” afi ‘exten-’

ston of the appiicable time Himits, The agency .
shall send the spbpaitter a copy of this fnd~
Ang by certified or registered matl. T
»-¥{i1) When the agepey makes itg finel de- -

cision, "1 shall give .the supmitter written
notice of its decislon by .certified or regls-
tered mail. Where the agency has decided to

disclose the records regquested, this notlce .

shall clearly. deseribe the factial and legal

grounds on which the sgency based {ts dect-
‘stol, - e o )
quest, glve written notice to the submitter .

_which are subject to the provisions of this

"‘(D}-.in-a.gen_cy msy not disclose records

paragraph unless— :
#(1): more than ten

written objections to the disclosute of the

records requested or requested .‘m} dgfnn;:al‘_:.:,:_ subparagraphs: (B) or (C) shall be subject
- to reylew in the district court of the United
- -States In the district in which the complain-

ex parte.hearlng. - . - : - z
«“(11} motre than ten working days have’
passed since the submitter recelved notice of

the final decislon of .the agency following

.submission of written objections where the

submitter hag not requésted ‘en’ informal

ex parte hearing, or wheré the reguest of.
. __, the submitier for such hearing wes dented.
< #(BY(1) The submitter mey, within ten - © : - Lo

" working days after receipt of the notice, pro= #(iff) more tham ten working days have’

pessed since the submitter recelved notice
of the final decision of the agency following

- an informal ex parte hearing, .

"(E) (1} Whenever an fgency glves & sub-
mitter written notice of a request for agency

. : )¢ .
ter made within five working deys after re= records. pursuant to this paragraph, the

agency shall glso give the reguester_ writ-
ten notice by certified or registered mall that

_.the record requested in subject to the pro-

vislons of this paragraph and that notice of
the request 18 belng given to the submitier:
Provided, however, That such notice shall not
deseribe or identify in any way the inferma-
tion contained In the requested record or on

which the record 1s based, or identify the -
. submitter of such Information. - B
“(i1) Whenever an sgency grants the re--
quest of a submitier for an informal ex parte

_ hearing, the agency shall give the requester

written notice, by certified or registered
mall, that an informal hearing will be held
pursuant to
‘graph, -

“w(itl) At the samé time the sgency gives
-notice of its decision to the submitter, the

agency shall glve a simiiar writien noticeof
its decision to.the reguester by certified or
registered - mall. Where the agency has
decided not to disclose the requested record

or-part thereof, the notice shall be made In’

such a manner so es not o prejudice In any
wey the statug or sontent of the record, or
part thereof, as exempt from the ‘disclosure
provisions of this section. Lo ’

“{iv) Whenever &n agency

-

e End of Section F_'—'-; "
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orking - days have
passed since the submitier recelved notlce -
of the request for disclosure  and the sub- -
mitter has not provided the apency with

the provisions of this para-
R S 5 sustaln e metton by o prepondearance of the
evidence. -

extends the
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time Hmitstions set forth in subpersgraphs
(B) or (C), the sgency shall eend a copy of
the written findings of exceptionsl elrewm-
stances to {he requaester by owrtifiad or reg-
1gtered mall at the seme time such finding -
is pent to the submitier: Provided, hotwever,
Thet the copy of such findings sent to the .
requeater shall not prejudice in any way
the status or content of the record, or part
thereof, a8 exempt {rom the disclosurs pro~- |
visions of this section. .

“(F}-The requester may deet the request

for disclosure of records denled if-—
. "{1) more than forty days after the re-
gquester recelved notlce that the requested
record wes subject to the provisions ot this
parsgraph, the requester hus not received
written motice that sn informal ex parte
hearing has been granted, written notice of
the finel decislon of the agency, of & 00Dy
of the findings of exoeptionel clrcumstances
requiring an extenston of the time lUmits
.of subparagraphs (B) or (C); or :

. *(ll}) more then sixty days afier the re
quester received notice that an inforingl ex -

" parte hesring has been granted. the re-

quester has not received either written notice
of the Snal fdecislon of the agency of 4 cOpy

- pf the Sndings of exceptional circumstances
- requiting en extension of the time Minits

of subparagraphs (B) or (C):

#(@) Any written finding made by an

. agency that exceptional circumstances ree

quire 8o extenslon of the tlme limits of

gt resides, or has hia principal place of
bustness, or in, which the agency records are
located, or in the District of Columbls, If

" the reviewing ocourt finds the challenged ex-

‘tension to be unwarranied by the facts, it
mey declare such extension layelld and .

order such rallef as It deems proper, inclad-
ing Initis{lng de novo review of the requess

. for disclosure and the related cbjsctions of
- the submitier, pursuant to subpearsgraph
{H), apd ordering the awsrd -of attorney

fees, pursuant to subperagraph (4}(E) of - -
this sectlon. : .

- s(HE}{l) Any detertainatlon mede by an -
" agency following the procedures provided by

this paragraph-to disclose a1l or part of the
records requested to be disclosed shisll be
subject to de nove review in the district.
couwrt of the United Htates In the distriet: in
which the compleinani resides, or hes his
princlpal place af business, or in' which the:
agency records containing the Information :

. are situated, or in the District of Columbis.

The district ocourt may examine the oon-
tents of stich records In ceamera to determine

- whether such records or any part thereo!

shall be withheld under any of the ex-
emptions set forth in subsection (b) of this .
section. The burden s on the agency to

“(1) ‘The court may sssess against the
United States reasonable attorney Tees and
other litlgation costs ressonably incurred In |

-any case under this subsection, In which the

_qomplglng.nt_h_qq_sub_stnnthny prevalled.
"%(I) Nothing 1n this paragraph will be

- construed to e in dercgetion of any other..

rights established by jaw protecting the con-
_ﬂaenttailty of private fnformation.” .

EXE K




