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PROMOTING AUTOMOTIVE REPAIR, TRADE, AND
SALES ACT OF 2013 (“PARTS ACT”) -
How this Bill Differs From Its Earlier Versions in the 111th and 112th CongressesHow this Bill Differs From Its Earlier Versions in the 111th and 112th Congresses

On April 23, 2013, Congresswoman Zoe Lofgren (D-CA) and Congressman
Darryl Issa (R-CA) reintroduced H.R. 1663 – the “Promoting Automotive
Repair, Trade, and Sales Act of 2013” (PARTS Act).  This bill proposes reducing
the term for design patents on automotive repair parts used to restore vehicles to
their appearance as originally manufactured.  H.R. 1663 resembles a bill intro-
duced in the 112th Congress – H.R. 3889. Senators Orrin Hatch (R-UT) and

Sheldon Whitehouse (D-RI) have introduced a similar bill in the Senate – S. 780.  

As noted by Congressman Issa’s office, the PARTS Act “reduce[s] the exclusivity period car companies hold on
design patents for collision repair parts from 14 years to 30 months (or two-and-a-half years) during which
time other suppliers could test, research and develop parts on a not-for-sale basis.”   According to the pro-
posed legislation, covered repair parts would include “a component
part of the exterior of a motor vehicle only, such as a hood, fender,
tail light, side mirror, or quarter panel.”  

Unlike its predecessors, though, the current bill contains an exception
for the interior of a vehicle.  The bill provides as an example of an
“interior” component “an inflatable restraint system,” which is in a
car’s passenger compartment. Notably, the bill is silent as to whether
a vehicle’s engine compartment (including the parts found therein) or
the vehicle’s tires would be subject to a reduction in patent term.  

There are thousands of existing design patents for vehicle parts that would arguably fall within the scope of
the PARTS Act. See, for example,  U.S. Design Patent Nos. D665,425 (Engine), D676,460 (Engine Header),
D668,609 (Sparkplug Cap for an Internal Combustion Engine), D336,235 (Quick Release Hinge for an
Automobile Engine Hood), D656,961 (Component for a V-Engine Inboard-intake Manifold Cover), and
D682,776 (Tire).  It is unclear whether these designs would fall within the listed exceptions to the PARTS
Act, since they are not necessarily exterior components and are likewise not a part of the vehicle’s interior, i.e.,
the vehicle’s passenger compartment.

Critics of the proposed legislation contend that the legislation would undermine the value that the protected
features contribute to the overall product.  The coalition of original equipment manufactures, labor unions
and trade associations stated that “[t]he design of these parts makes a vital contribution to the safety, identity
and appearance of the vehicle….”

In support of the legislation, Senator Whitehouse noted that  “drivers shouldn’t have to pay artificially high
prices set by car manufacturers.”   Reducing the term on automotive design patents, however, does not neces-
sarily accomplish this goal and runs contrary to the goals of preventing unfair competition and improving
consumer safety.   We will continue to monitor this legislation and report any new developments. 

For more information, please contact Derek Richmond at drichmond@ratnerprestia.com or Thomas
Southard at tsouthard@ratnerprestia.com.

By: Derek Richmond and Thomas G. Southard
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Trade secrets are an important and valuable form of
intellectual property, as a trade secret may encompass
any information which is not generally known, and can
provide its owner with the opportunity to maintain an
advantage over a competitor who does not possess that
information.

To successfully take legal action against a party who mis-
appropriates a trade secret, the owner of the trade secret must have taken
“reasonable steps” to protect it.  In the absence of proof that sufficient “rea-
sonable steps” were taken, a court will not recognize information developed
or possessed by a company as a trade secret and thus will deny attempts to
enjoin the use of the information by another party or to seek damages
resulting from the third party’s use of the information.

Neither absolute secrecy nor evidence that all possible measures were taken
is required in order to give rise to an enforceable trade secret right.  Rather,
the standard is one of relative secrecy and a trade secret owner need only
take steps that are reasonably necessary under the circumstances to preserve
confidentiality.  These steps, however, must be affirmative and must
demonstrate concrete efforts to maintain the secrecy of the information.

Accordingly, precisely defining the minimum precautions that must be
taken to confer trade secret status on proprietary information is difficult,
since courts will examine all the facts of a particular situation before making
a determination of whether a trade secret exists and courts presented with
similar fact patterns have not necessarily reached consistent conclusions.
Trade secret owners, however, should consider implementation of the fol-
lowing measures, which are frequently regarded by courts as evidence that
reasonable steps to protect confidential information were taken.  

Physical Facilities
Access to a company’s offices and research and production facilities should
be tightly controlled and monitored.  Standard measures such as locked
doors, security guards and cameras, security badges, sign-in logs and so
forth should be utilized.  Visitors should also be required to read and
acknowledge a statement which confirms that they have been granted access
to a facility in which confidential information may be present.   In critical
areas (such as sites where highly proprietary and sensitive processes or

equipment are being operated), visitors should either not be permitted at all
or, if their presence is deemed necessary, not be allowed to carry cameras or
cell phones.  Visitors should be accompanied by an employee at all times
and not permitted to roam freely.

Paper Documents
Documents containing confidential information should be clearly identified

An Overview on Protecting Trade Secrets

“To successfully take legal action against
a party who misappropriates a trade
secret, the owner of the trade secret
must have taken “reasonable steps” to
protect it.”
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Shareholders, Kenneth N. NigonKenneth N. Nigon and Christopher R. LewisChristopher R. Lewis, moderated a successful webinar in April. The program, The
America Invents Act – The Next Round: Implementation of First Inventor to File Rules, occurred at the firm’s Valley Forge, PA office and
attracted the attention of attendees who participated live and remotely using Go To Webinar.  Please visit www.ratnerprestia.com for
more information on upcoming webinar events.  

RP will host its 3rd annual Patent University for German Intellectual Property Professionals, “Gewerblichen Rechtsschutz Gespräche,”
July 8-12 at the firm’s Washington, D.C. office.  President & CEO, Jonathan H. SpadtJonathan H. Spadt, spearheads this initiative which will feature
daily lectures on current U.S. intellectual property enforcement by RP experts.

Kenneth N. NigonKenneth N. Nigon, a familiar contributor of the Practising Law Institute and Shareholder at RatnerPrestia, will co-chair and speak
at PLI’s Advanced Patent Prosecution Workshop 2013: Claim Drafting & Amendment Writing.  The program is scheduled for July 18-19, 2013
in New York City and marks Nigon’s sixth year participating in the event.  For more information and to register for the program,
please visit www.pli.edu.

Brian P. O’ShaughnessyBrian P. O’Shaughnessy, a Shareholder in the firm’s Washington, D.C. office, is the 2013 Chair for the Licensing Executives
Society (USA & Canada) Annual Meeting.  The event will take place September 22-25 at the Marriott Downtown in Philadelphia, PA.
For more information and to register for the event, please visit www.lesusacanada.org.

RP takes great pleasure in announcing that Rochester Institute of Technology (RIT) has recognized Brian P. O’ShaughnessyBrian P. O’Shaughnessy,
Shareholder at RP, as its 2013 Outstanding Alumnus.  The award honors his generosity, leadership in the growth of the University,
and his highly distinguished service to RIT.  RIT will formally honor O’Shaughnessy at the President’s Alumni Ball on October 11,
taking place at RIT’s Gordon Fieldhouse in Rochester, N.Y.

By: Stephen D. Harper, Ph.D.
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and marked as such and kept in secure locations such as locked drawers,
files or file rooms.  Shredding equipment or services should be made
readily available to all employees, with employees being discouraged
from discarding any intact confidential documents.

Electronic Documents
With the advent of laptop computers, electronic databases, smart phones
and e-mail, preventing the copying and dissemination of confidential
information and documents has become extremely challenging.  Access
to key databases should be tightly regulated on a need to know basis.
The use of encryption software when transmitting especially sensitive
information, such as formulation or process details, may be appropriate.

Employees
Employees should be required to enter into agreements requiring them
to safeguard confidential information and to not use such information
except for purposes of their employment.  The restrictions should
remain in effect both during and after their period of employment.
When departing the company, an exit interview should be conducted in
which the employee is reminded of his or her ongoing secrecy
obligations and provided with a copy of their signed confidentiality
agreement.  Where appropriate and where permitted under the law of
the state in which the employee works, the agreement should also
contain non-compete restrictions which would limit the ability of the
employee to work for a competitor in a similar capacity, at least for some
period of time after his or her departure.

Consideration should also be given to developing and implementing a
comprehensive intellectual property policy for employees, which
employees would be required to review and acknowledge.  Periodic
training sessions to remind employees of such policy and the company
expectations regarding the protection of trade secret information are also
advisable. 

When an employee having access to critical confidential information
leaves the company, particularly in the circumstance where he or she is
believed to be joining a competitor, starting his or her own business, or
going to work as an independent consultant, any company desktop or
laptop should be carefully checked as soon as possible for evidence that
the employee may have recently downloaded or accessed an unusually
large amount of confidential information. 

Other Parties
Disclosing a trade secret to another entity may at times be necessary
in order to advance the overall business interests of the trade secret
owner.  For example, trade secrets may need to be revealed to a
supplier, potential customer, or service provider in the course of
developing or commercializing a new product or process. 

A written agreement containing confidentiality restrictions should be
put into place with the other party prior to any disclosure of sensitive
information.  The terms of such an agreement will vary depending
upon the circumstances, but consideration generally should be given

to at least the following:

•  Restrict the other party’s use of the disclosed information except for
the purpose defined in the agreement

•  Restrict further disclosure of the information by the other party

•  Restrict reverse engineering or analysis of any samples provided to
the other party

•  Limit dissemination of disclosed information within the other
party to persons with a need to know such information

•  Require persons receiving the disclosed information to be
personally bound to similar confidentiality and limited use
obligations

•  Limit copying of confidential documents and require all
confidential documents to be destroyed or returned once the matter
which justified disclosure of such documents has been completed

The term of the restrictions placed on the other party should be

commensurate with the length of time the trade secrets are expected to
remain commercially valuable.  All documents containing trade secret
information which are provided to the other party should be clearly
marked as confidential and proprietary and subject to the restrictions of
the agreement.

The professionals at RP are experienced in assisting clients with the
protection and enforcement of their trade secret rights.  Please contact
us regarding your particular trade secret issues.

“Consideration should also be given to
developing and implementing a
comprehensive intellectual property
policy for employees, which employees
would be required to review and
acknowledge.”
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Q. Why is monetization of
patent assets such a hot
topic in industry today? 
A. Because there has been a major shift in
industry from a labor-driven economy to a
knowledge-based economy.  This has caused an
inversion of the value companies attribute to

intangible assets, such as patents and trademarks, over the past 35
years.  Before 1980, intangible assets accounted for roughly 20% of
the assets of the average publicly-traded U.S. company.  Today,
intangible assets represent 80% of the value of the average company.
Alan Greenspan recognized this trend toward an “80/20” inversion
back in 2003. As a result, the issue of maximizing the value of IP
assets is very visible in managed corporations today. Directors and
officers are feeling the pressure to pay closer attention to valuing and
monetizing the company’s patent portfolio and are being held
accountable in instances where they fall short of their fiduciary duty.  

Q. When you say that directors and
officers are being held accountable,
what do you mean?  
A. Over the past few years, we are seeing shareholder lawsuits pop
up for mismanagement of IP assets. For example, in May 2012,
shareholders of mobile device maker PALM (now owned by Hewlett-
Packard), filed suit against the Board of Directors for allegedly
attempting to sell the company at an undervalued price of $5.70 per
share (approximately $1.2 billion US).  The shareholders alleged that
the directors violated their duty of good faith by, in part,
undervaluing PALM’s extensive patent portfolio which comprised
over 1650 patents and patent applications. The shareholders
presented evidence estimating that the patent assets alone should be
valued between $1.7 and $1.9 billion.  The case settled shortly after
that evidence came to light.  In a similar case about a year earlier, in
March of 2011, the shareholders of GSI Commerce sued its Board of
Directors for agreeing to a merger with eBay.  The shareholders
argued that GSI did not have an appropriate process in place to value
GSI’s patents obtain the best sales price prior to the merger.  As a
result, eBay paid approximately $24 million to settle the case.

The bottom line is that intellectual property is a growing, valuable
asset class demanding more attention from corporate directors to
effectively manage and monetize these assets. If directors fail to
capitalize on the company’s intellectual property to increase
shareholder value, the directors may be faced with shareholder
lawsuits such as those filed against PALM and GSI.

Q. What steps can directors and
officers take to maximize the value of
the company’s IP and minimize the risk
shareholder lawsuits?
A. There are a variety of things companies can do depending on
how the company is structured, the resources available, the strategic

direction of the company, and the current and expected growth of the
company’s patent portfolio. There are, however, a few basic steps that
apply across the board. First, the company should have a written IP
plan in place to monitor and manage technological advances from the
outset of their creation, and procedures to follow in considering
whether patent protection should be pursued. The written plan
should be approved by the board.  Having an overall IP business plan
is also important to enable directors to remain focused on whether
and which IP will be used defensively and/or aggressively as an asset
to generate streams of revenue.  In putting together these plans, those
familiar with the technology and patent process should work together
with those familiar with the business and where it is headed.  The IP
plan should set forth procedures for items such as documenting the
conception of an idea, evaluating whether protection should be
pursued with respect to the idea, evaluating existing patents on a
routine basis to determine whether and how to commercialize them,
valuing the patents, and enforcement strategies to monitor whether
the company’s patents are being infringed.  The policy should be
reviewed at least annually and updated to account for changes in the
law, the market, and/or the direction of the company.

Having an open line of communication between those monitoring
and managing the company’s technology and those at the director
level will ensure that value is properly weighted, which will help
inform decisions on business strategy and the most effective
monetization strategies to maximize the return on IP investment.  In
a nutshell, companies simply cannot overlook potentially vital IP
assets in business transactions.  They need to manage them from the
outset of their creation, and put processes in place to ensure that they
are valued properly, or face potential liability for mismanagement of
those assets.  

Q. For a company just starting out,
or one that wishes to revisit how it
builds its patent portfolio, what
recommendations can you provide? 
A. Many of us have heard of the old carpenter’s rule of thumb –
measure twice, cut once.  With respect to building a patent portfolio,
the rule of thumb I recommend is take the time to plan carefully,
then execute the plan. It sounds simple enough, but if you do not
have a well thought-out plan, you could waste large sums of money
trying to obtain and maintain patents that may ultimately be of little
or no value to the company’s bottom line.  For example, if the
company files patents without sufficient thought and consideration
over which products, technologies, markets or regions it should invest
in, or if the company does not consider how it intends to get a return
on its investment, money will invariably be wasted. Controlling costs
is important because, at the end of the day, one goal typically is to get
at least get what you pay for, and a whole lot more if possible.  

So, when you strategically build a patent portfolio, you have to set
goals beforehand – and keep in mind that these goals may change
along the way.  One goal could be to create a barrier for competitors
to enter the marketplace, regardless of whether you intend to sell

Q&A With RP Litigator - Robert A. McKinley 
Strategies and Tips to Avoid Director Liability for Failing to Manage and Value Patent Assets 

By: Robert A. McKinley
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products covered by the patents.  Another goal may be to grow market
share by securing patents to protect your product. Or, the company may
be looking to attract investment by building a valuable portfolio of
patents (and patent applications) covering a particular aspect of
technology.  Once you have a grasp on your goals, you need to decide
how to allocate your budget to accomplish those goals.  How much
should you invest to protect core technologies versus non-core
technologies?  Where should you seek patent rights? In deciding where to
seek patent rights, you should map out where your market is, and where
your competitors are.  For example, a part of the IP business plan may be
to seek protection in markets your competition is in, regardless of
whether you are in that market. This strategy may present licensing
opportunities in areas the company does not anticipate entering.
Companies should consider these issues carefully and try to lay out the
landscape as best as possible at the planning stage.  

Q. How can a company identify what it
would consider a “core technology”
versus a “non-core technology”? 
A. When considering how to allocate resources and investment, it is
often helpful to put your patent disclosures (or ideas) into certain
buckets, or tiers.  A three-tier system (e.g. “gold, silver, and bronze”) is
often enough to help visualize and identify core technologies versus non-
core technologies. The gold tier would include ideas on which a patented
product will be developed, projected revenue from the product is high,
the patent would serve to materially block a competitor from entering the
market, and/or the patent covers a vital component part of a larger
product with high projected sales revenues.  The silver tier would include
ideas that are more speculative. That is, the idea may lead to a patented
product being developed, but it is uncertain; there may be some projected
revenue if the product is developed; and/or acquiring a patent on this
idea may affect a competitor’s business.  The bronze tier would include
ideas on which no plan for product is in place, there are no expected
revenues (or expected revenues are highly speculative), and/or there is no
perceived competitor blocking value.  

After your initial assessment, revisit each tier and ask yourself the
following questions: Is the invention significant or trivial? Is it in a strong
or growing industry? More specifically, how original is it? Could someone
easily design around it and omit the patented feature?  Will it be easy to
detect and prove infringement?  And finally, based on these answers, does
this idea still belong in this tier? 

Once the ideas are organized into buckets and revisited, it becomes easier
to see how to allocate available resources.  For inventions in the gold tier,
a considerable amount of time and effort should go into thinking about
how much to spend.  More likely than not, ideas in the gold tier will
account for a good portion of the budget. For items in the silver tier, you
would likely spend less and perhaps file only in your primary market and
maybe one secondary market.  For items in the bronze tier, you may
decide to be selective as to which ideas to pursue, may only file in your
primary market, and may set an upper limit on the cost to prosecute each
patent application. 

Q. What final words of
advice do you have for
companies looking to

revisit their approach to
IP management and

valuation?
A. First, have a well-thought out,

vetted, written IP plan and procedure in
place that is approved by the board.  In

vetting the plan, seek input from all
relevant business units, technology
managers, and counsel.  Second,

maintain a focus on IP as an asset and
routinely work on and consider ways to
monetize those assets.  Losing focus on
the role IP plays in business today can

lead to the loss of valuable business
opportunities. Third, as technology

develops and products are rolled out, be
cognizant of potential infringement
exposure.  Before investing in major
product launches, seek opinions of
counsel to identify any potential

problem issues with third party rights.
Finally, integrate IP counsel into the

business of the company, not merely as
an extension of it.  Understanding the

vision, direction, and important
challenges faced by the company on an

on-going basis enables IP counsel to gain
a deeper understanding of the business
and, in turn, provide sound strategic
advice that is in-line with the overall

goals of the business.   
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Counsel Brian S. Seal Joins the Washington, D.C. Office

Mr. Seal specializes in patent litigation covering telecommunications and electronics. His experience
coveres a wide range of technologies, including wireless telecommunications, interactive voice
response technology, business intelligence systems, electronic billing systems, memory integrated
circuits, semiconductor-based accelerometers, and the design and manufacturing of golf balls. Mr.Seal
has been a part of the D.C. Bar Association since 2001 and he is admitted to practice before the
Supreme Court of the United States and the U.S. Court of Appeals for the Federal Circuit. Mr. Seal
earned his J.D. degree from the University of Alabama and received his B.A. from the University of
Virginia.

RP NEW LITIGATORSRP NEW LITIGATORS

Counsel Michael P.F. Phelps Joins the Washington, D.C. Office

Mr. Phelps focuses his practice in both IP litigation and patent prosecution and works closely with his
clients to develop personalized, market-oriented patent clearance and prosecution programs. He
worked as an engineer, builder, and crew chief for a professional automobile racing team.  Drawing
on previous experience as a mechanical engineer, he takes a hands-on approach to his practice. He
works effectively with clients at both the management and workforce levels to ensure that key
intellectual property is identified, fully understood and properly captured. He earned his J.D. degree
from Washington and Lee University School of Law and received his B.S degree in Mechanical
Engineering from the University of Virginia.

Counsel Robert A. McKinley Joins the Valley Forge, PA Office

Mr. McKinley has over 15 years of experience in all aspects of IP law and focuses his practice on
litigating large scale patent, trademark, and trade secret cases, patent and trademark procurement,
and providing strategic planning, counseling and guidance to clients over a full spectrum of IP issues
that arise in the day-to-day corporate world.  He has particular expertise in the electrical and
computer arts including telecommunications, business methods, computer hardware and software,
analog and digital circuits, power and lighting systems, wireless devices and systems, and medical
devices, to name a few. He earned his J.D. degree from Widener University School of Law and his
B.S. degree in Electrical Engineering from Drexel University.

Shareholder Brian P. O'Shaughnessy Joins the Washington, D.C. Office

Mr. O’Shaughnessy has over 26 years of legal experience and focuses his practice on counseling in
strategies to protect and monetize intellectual property, in diverse disciplines including organic
chemistry, pharmaceuticals, and biotechnology. His wide-ranging experience provides a diverse
perspective and creative solutions to intellectual property management, enforcement, licensing, and
risk avoidance. Mr. O’Shaughnessy is a member of the Board of Trustees, and Regional Vice
President, USA, of the Licensing Executives Society (U.S.A and Canada), Inc. He is also proud to
serve as a member of the Executive Committee of the Board of Trustees of his alma mater,
Rochester Institute of Technology, Rochester, NY.  
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Scientific Advisor Iftekhar O. Mirza, Ph.D. Joins the Valley Forge, PA Office

Dr. Mirza joined RP after working as a Research Associate in the Applied Electromagnetics and Optics
Lab at the University of Delaware. While there, he designed, built, and tested hyperspectral imaging
systems based on compressive sensing. During his graduate term, he was involved in various research
projects that included the design of engineered electromagnetic materials, phase modulators and
embedded antenna design based on Metamaterials. He also worked part-time as a Senior Engineer,
where he played a key role in developing next generation narrowband perfect absorbers for infrared
sensors. Dr. Mirza holds a Ph.D. in Electrical & Computer Engineering, and a B.S. degree in Electrical
Engineering with Distinction, with a minor in Mathematical Sciences. 

Associate Brian L. Mutschler Joins the Valley Forge, PA Office

Mr. Mutschler’s expertise is in U.S. and foreign patent applications in the fields of photovoltaics,
materials science, biotechnology, chemistry, pharmaceuticals, and medical devices. He is a member
of the Virginia State Bar and is registered to practice before the U.S. Patent and Trademark Office.
Before earning his law degree, Mr. Mutschler served as a Patent Examiner in the Chemical and
Materials Engineering Technology Center at the U.S. Patent and Trademark Office.  Mr. Mutschler
received his J.D. degree, cum laude, from George Mason University School of Law and earned his
Masters of Science in Chemistry as well as his B.S. in Chemical Engineering with Highest Honors,
from Georgia Institute of Technology.  

Counsel Van H. Leichter Joins the Valley Forge, PA Office

Mr. Leichliter concentrates his practice on trademarks, copyrights, and Internet domain names in
RatnerPrestia's Trademark Center.  Mr. Leichliter recently retired from E. I. du Pont de Nemours
and Company (DuPont) where he was their global IP leader for trademarks, copyrights and Internet
domain names for the last seven years.  Mr. Leichliter previously served as business counsel for
various DuPont business enterprises relating to chemicals, plastics, pharmaceuticals, textile fibers,
elastomers, electronics, and international.  He received his J.D. degree from the University of
Michigan Law School and earned his B.A. degree from Yale University.

Shareholder Keith E. George Joins the Washington, D.C. Office

Mr. George focuses his practice on patent matters, including patent prosecution, client counseling,
and due diligence analysis on issues of patentability, validity, and infringement.  Mr. George has over
34 years of patent prosecution experience and his background covers a diversity of high technology
areas, including wireless and landline digital networks, free-space and fiber based optical
communications, video encoding and transport protocols, and optical electrical transducers, to name
a few.  Mr. George earned his B.S. degree in Electrical Engineering from George Washington
University, followed by earning his J.D. degree from their Law School.

RP NEW ADDITIONSRP NEW ADDITIONS
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