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UNXTKO STATES INTERUATIONAL TRADE COmISSIOY 
Washington, D.C. 20436 

IU the Hatter of 1 
1 IUVe8tigatiOQ NO. 337-TA-138 

CHBTAIN CAULKING GUUS 1 
1 

NOTIC8 OF ISSUANCE OF KXctUSION ORDtP 

AGENCY: U.S. International Trade Comnission. 

ACTION: 
exclusion order in the above-captioned investigation. 

Notice is hereby given that the Conmission has issued a general 

AUTHORITY: 19 U.S.C. s 1337. 
SUPPLEWEWTABY INFORMATION: The presiding officer issued an initial 
determination on November 25, 1983, in which he determined that there has been 
a violation of section 337 of the Tariff Act of 1930 (19 U.S.C. S 1337) in the 
unauthorized importation and sale of certain Caulking guns by reason of the 
infringement of U . S .  Letters Patent 4,081,112 owned by coaplainant Peter J. 
Chang, the tendency of which is to prevent the establishment of an efficiently 
and economically operated industry in the United States. 

8 

On December 28, 1983, the Coaaission determined not to rrview the 
presiding officer's initial determiation, thereby allowing it to become the 
Conmission determination on violation of section 337. The Cormission 
requested writtea submissions on the issues of remedy, the public interest, 
and bonding from the parties, other Government agencies, and the public. 49 
F.P. 670 (Jan. 5, 1984). Only complainant and the Conmission investi~ative 
attorney filed written submissions. 

Copies of the Comnission's Action and Order, it's opinion, and all other 
nonconfidential documents filed in connection with thin investigation are 
available for inspection during official business hours (8:45 a.m. to 
5 : 1 5  p.m.1 in the Office of the Secretary,GU.S. International Trade 
Comnission, 701 E Street NU., Washington, D.C.  20436, telephone 202-523-0161. 
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1. Porry, #8q.,  Office of tho 
C-ira io~ ,  t ~ l a p h o n ~  202-523-0499. 

By ordor o€ tho C a i r r i o o .  / 

/ Keonotb R. lkron 

UruOd: February 23, 1984 



UNITED STATES INTERNATIONAL TRADE COMMISSION 
Washington, D . C .  20436 

1 
In the latter o f  1 

1 
CERTAIN CAULKING GUNS 1 

1 
Investigation No. 337-TA-139 

COmISSION ACTION MID ORDER 

Background 

A complaint was filed with the Coamission on January 26, 1983, by Peter 

J. Chang alleging unfair acts and methods of competition in the importation 

and sale of certain caulking guns. The Comnission on February 17, 1983, 

instituted an investigation to determine whether there i s  a violation of 
I 

section 337 of the Tariff Act of 1930 (19 U.S.C. S 1337) in the unlawful 

importation of certain caulking guns into the United States, or in their sale, 

by reason of alleged (1) direct infringement of the claims of U .S .  Letters 

Patent 4,081,112; (2) passing o f f ;  (3) false advertising; and ( 4 )  violation of 

section 43(a) of the Lanham Act (15 U.S.C. S 1125) by reason of false 

designation of origin and source, the effect or tendency of which is to 

prevent the establishment of an efficiently and economically operated industry 

in the United States. 

On November 25, 1983, the presiding officer issued his initial 

determination finding a violation of section 337 on the basis of patent 
- 

infringement, but not on the basis of passing off, false advertising, o r  false 
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designation of source and origin. 

that the tendency of these unfair acts was to prevent the establishment of an 

The administrative law judge also found 

efficiently and economically operated industry in the United States. 

On December 27, 1983, the Commission determined not to review the initial 

determination, thereby adopting the initial determination as the Conmission's 

determination on violation of section 337. The Comnission subsequently issued 

a notice soliciting comnents by the parties, Government agencies, and the 

public on the issues of remedy, public interest, and bonding. 49 ?.it. 670 

(Jan. 5, 1984). 

Complainant and the Conmission investigative attorney filed written 

submissions concerning remedy, the public interest, and bonding. Uo 

submissions were received from respondents or from any nonparties. 
8 

Action 

Having determined that the issues of remedy, public interest, and bonding 

are properly before the Conmission and having reviewed the written submissions 

filed on remedy, public interest, and bonding and those portions of the record 

relating to those issues, the Commission on February 14, 1984, determined to 

issue a general exclusion order prohibiting entry into the United States, 

except under license, of caulking guns that infringe one or more claims of 

U.S. Letters Patent 4,081,112. Complainant shall sqbmit yearly reports to the 

Conmission regarding his production and importation of the patented caulking 

guns. The Conmission also determined that;the public interest factors 

enumerated in section 337(d) (19 U.S.C. S 1337(d)) do not preclude issuance of 

a general exclusion order and that the bond during the Presidential review 

period should be in the amount of 100 percent of the entered value of the 

imported caulking guns. 
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Order ' 

Accordingly it is hereby ORDERED that-- 

1. Caulking guns which infringe one or more claim$ o U.S. -8tters 
Patent 4,081,112 ( '112 paten%) ere' excluded from entry into the 
United States, except under license of the patent owner, for 
the remaining term of th-e patent; 

The articles ordered, to be excluded from'" entry into the United 
States shall be entitled to entry under bond in the amount of 
100 percent of the entered value of the subject articles from 
the day after this order is received by %he'Presfdent putsuant 
to subsection (g) of section 337 of the Tariff Act of 1930, 
until such time as the President notifies the CormPission that 
he approves or disapproves this action, but, in any event, not 
later than 60 days after the date of receipt of this action. 

2. 

. I  

3. Complainant Peter J. Chang shall file a written statement with 
the Conmission, made under oath, on June 30, 1984, and on June 
30 of each year thereafter until and including June 30, 1988, 
setting forth the following information: 

a. 

b. 

C. 

d. 

e. 

Tde number of units and s i z e  (e.g., one-tenth gallon, 
quart) of caulking guns produced purauant to the '112 
patent by or on behalf of complainant in the United States 
during the 12-month period preceding the date of the 
report; 

The name and address of the facility(ies1 at which the 
production referred to in item (1) above occurred and the 
nature or type of the production activities performed at 
that facility (u, manufacture, assembly, painting, 
quality control); 

The number of units and s i z e  of caulking guns produced 
pursuant to the '112 patent imported, assembled or 
unassembled, into the United States by or on behalf of 
complainant during the 12-month period preceding the date 
of the report; 

A description of the nature or type o f  production 
activities performed at facilities outside of the United 
States with respect totaulking guns referred to in item 
(c) above; and 

A description of those components, if any, of caulking 
guns produced pursuant to the '112 patent that were 
imported into the United States by or on behalf of 
complainant durins the 12-month period preceding the date 
of the report. 
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4 .  lotic0 of this Action and Ordot shall bo published in the 
tOdOF81 ROSiStOr; 

5 .  A copy o f  thir Action md Ordot rad of tho Crrrirsion opinion 
in support theroof shall be sorvod upon orch party o f  record in 
tbir invortigrtion and upon tho Ikpartwat of Borlth and Human 
Sowicor, tho Ikprrtmeot of Justico, tho Ioderr$ Trrde 
C m i r s i o n ,  and tho 80crotary o f  Ttrrsury; rod 

6. The Comlirion u y  w n d  this Order in rocordrnce with the 
p~ocedurro dorcribod in 19 C.I.P. 211.57. 

By order o f  tho Q a i r r i o o .  

1 onnoth P. Mason 

Issued: February 23, 1981 

d 



COIMISSION OPINION 

The Conmission has determined not to review the administrative law 

judge's initial determination on violation pursuant to Commission rule 

210,53(h) and the notice published in the Federa& BerristeE on January 5, 1984, 

(49 Fed. Reg. 670). The only issues remaining to be resolved in this 

investigation are remedy, public interest, and bonding. 

Remedy 

General exclusion order 

We determine that the appropriate remedy in this investigation is a 

general exclusion order. 

set forth in Certain Airless Paint Soray Pumps and Components Thereof '' for 

the issuance of a general exclusion order. In Spray Pumos, the Commission 

noted that it had an obligation to balance complainant's interest in complete 

protection from unfair trade wtih the inherent potential of a general 

exclusion order to disrupt fair trade. - * /  '' 

The facts of this investigation satisfy the criteria 

I 

Since SDrav Pumps the 

Commission has required that a complainant seeking a general exclusion order 

must prove both a widespread pattern of unauthorized use of its patented 

invention and/or certain business conditions from which the Comission might 

reasonably infer that foreign manufacturers other than the respondents to the 

- 11 Inv. NO. 337-rb-90, USITC Pub. 1199, NOV. 1981; 216 USPQ 465.  
21 Id. at 18. * 

31 It should be noted that in SDrav PUDS the Commission did not issue a 
general exclusion order because the facts of the case did not satisfy 
the criteria set forth. 
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investigation may attempt to enter the U.S. market with infringing 

articles. - 4 /  

With respect to a widespread pattern of unauthorized use of the patented 

invention, complainant has established that numerou8 respondents and other 

foreign companies that were not named in the complaint have exported or were 

on the verge of exporting infringing caulking guns to the United States. 

Complainant also has provided information indicating an established demand €or 

the product, the existence of significant marketing and distribution networks 

in the United States, substantial excess foreign capacity, and that only a 

short period is required by foreign manufacturers to attain production 

capability by retooling or establishing a new plant. 

established the existence of business conditions from which the Commission can 

Thus, complainant has 

readily infer that foreign manufacturers other than respondents can easily 
51 comence production and enter the U.S. market with infringing articles. - 

Further, a general exclusion order should not disrupt fair trade. The U.S.  

Customs Service should have no difficulty in correctly identifying the 

infringing articles because of two features: (1) a trigger pivoted above the 

plunger rod ,  and ( 2 )  a first spring in the space between the forward wall and 

the Pirst gripping plate above the plunger rod. Therefore, we determine that 

a general exclusion order is the most appropriate remedy in this investigation. 

In this investigation the Commission has determined that the infringing 

imports are preventing the establishment of a domestic industry. In order to 

protect the integrity of section 337 and e m u r e  that the order protects "an 

- 4 1  Spray Pumps at p. 18. 
Complainant's brief on remedy, bonding and the public interest at 3-7. 
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industry . . . in the United States" and not an importer, we are requiring an 
annual reportint; requireaent. This reporting requirement will ensure that the 

Commission will be informed on a regular basis as to whether complainant has 

in fact established and continues to maintain a domeotic industry. 

Under the reporting requirement, the complainant's first report will be 

due on June 30, 1984, and yearly thereafter for four years. Brch report will 

provide information on the number of patented caulking guns domestically 

produced and/or imported during the reporting period. 

name and describe the activities of the domestic facilities and foreign 

facilities that produce the patented caulking guns. 

The report will also 

The Commission believes that any burdens to complainant that exist are 

outweighed by the Conmission's legitmate concern that it not issue an 

exclusion order that benefits only an importer. 
* 

The Public Interest 

The Commission may issue an exclusion order only after considering the 

effect of such exclusion order upon the public health and welfare, competitive 

conditions in the U.S. economy, the production of like or directly competitive 

articles in the United States, and U.S. consumers. We conclude that an 

exclusion order will not have an advese effect on the aforementioned 

public-interest factors. There are numerous caulking guns, domestically 

produced and imported, that do not infringe complainant's patent and will not 

be affected by the issuance of a general exclusion order. - 
Bonding 

During the Presidential review period, the infringing articles must be 

allowed to enter the United States under a bond prescribed by the Coramission. 
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The bond should be set at  "the amount which would offset any competitive 

advantage resulting from the unfair method of competition or unfair act 

enjoyed by persons benefitting from the importation of the article." - 6' A 

bond of 100 percent of the entered value will offset the competitive advantage 

currently enjoyed by respondents. This figure i s  brsed on the difference 

between the average wholesale price of complainant's caulking guns and the 

prices of the lower priced infringing imports. 

21 S.Rep. No. 1298, 93rd Cong., 2d Sess. 198 (1974). 



CERTAIN CAULKING GUNS 33741-139 

CERTIFICATE OF SERVICE 

I ,  Kenneth R. Mason, h e r e b y  c e r t i f y  that  t h e  a t t a c h e d  N o t i c e  o f  I s s u a n c e  
of  E x c l u s i o n  Order was s e r v e d  upon Lynn L e v i n e ,  Esq. and upon t h e  f o l l o w i n g  
parties v i a  f i rs t  class mail a n d / o r  air  mail where n e c e s s a r y  on February 24, 
1984.  

K e n v t h  R. Mason, S e c r e t a r y  
U. S: I n t e r n a t i o n a l  Trade Commission 

/ K e n v t h  R. Mason, S e c r e t a r y  
- 

U. S: I n t e r n a t i o n a l  Trade Commission 
701  E S t r e e t ,  N . W .  
Washington,  D.C. 20436 

For COMPLAINANT Peter J. Chana: 

Donald R. Dinan,  Esq. 
Adduci ,  Dinan and Mastriani 
1140 C o n n e c t i c u t  Avenue, N . W .  
S u i t e  250 
Washington,  D.C.  20036 

RESPONDEWE : 

For AZCO, I n c .  : 

X i c h a e l  N. H a c h i g i a n ,  Esq. 
Second Floor 
4250 Wi lsh i re  Boulevard  
Los Angeles, C a l i f o r n i a  90010 

Buseong I n d u s t r i a l  C o . ,  Ltd. 
247-7 Sanok-Dong 
Buk-Ku 
I n c h e o n ,  Korea 

C 6 B Brothers,  Co. ,  Ltd.  

T z i p e i ,  Taiwan 
?.3. BOX 84-363 



CERTAIN CAULING GUNS 337-TA-139 

Service  L i s t  -- p age 2 

Chi1 Dung I n d . ,  Co. 
50-2,  Seosomun-Dong Chung-Ku 
.Seoul, Korea 

Donald Gray 
4500 Cedros Avenue 
P.0, Box 5216 
Sherman Oaks, California 91413 

D6W I n d u s t r i a l  C o . ,  Lrd. 
P.O. Box 27-93 
Taichung, Taiwan 

Fuerza I n t e r n a t i o n a l  Co., Ltd. 
141-1 Hoping Road 
Luchou Hsiang 
Taipei-Hsien, Taiwan 

Gray Marketing Group, Ltd. 
4500 Cedros Avenue 
P.O. Box 5216 
Sherman Oaks,  California 91413 

i iuk je  Corp.  
CPO BOX 7 4 7  
Seoul, Korea 

Taiwan Seven  R i n z s  I n d . ,  Co. ,  L t d .  
P .  0 .  BOX 30-422 
T a i p e i ,  Taiwan 

The Mega Group,  Inc.  
6001 Nor thwes t  153rd  S t r e e t  
X i a m i  L a k e s ,  FL 33014 

FOR LOWE'S COMPANY, INC.: 

Xyron A m e r ,  Esq. 
BAUER AND .L?EP,, P.C. 
114 O l d  Count ry  Xoad 
X i n e o i a ,  XI' 11501 



CERTAIN CAULJCXNG GUNS 337-TA-139 

Service  L i s t  -- page 3 

Thumb Enterpr ise ,  C o . ,  Ltd. 
6 t h  F l o o r ,  Taishan Bldg. 
No. 3 0 ,  See. 2 ,  Chi-Nan Road 
Taipei , Taiwan 

Viva Internat ional  Cow. 
11 - 4th  floor 
NCR Bldg. ,  P . O .  BOX 13-361 
955 Tun Hwa Road 
Taipei ,  Taiwan 

Winmax, Inc .  
P.O. Box 53-422 
Taipei ,  Taiwan 



GOVERNMENT AGENCIES: 

Mr. Charels S. Stark 
Antitrust Div./U.S. Dept of Justice 
Room 7115 ,  Main Justice 
Pennsylvania Ave & Tenth St., N.W. 
Washington, D.C. 20530 

Edward F. G l F ,  Jr., Esq. 
Asst Dir for Intl Antitrust 
Federal Trade Conunission 
Room 502-4 ,  lagan Building 
Washington, D.C. 20580 

Darrel J. Grinstead, Esq. 
Dept of Health and Human Svcs. 
Room 5362 ,  North Building 
330 Independence Ave., S.W. 
Washington, D.C. 20201 

Richard Abbey, Esq. 
Chief Counsel 
U.S .  Customs Service 
1301 Constitution Ave., N.W.  
Washington, D . C. 20229 



UNITED STATES INTERNATIONAL TRADE COMMISSION 

WASHINaOK, D.C. 20436 

The President 
The White House 
Washington, D.C. 20500 

FEB 241984 

Dear Mr, President: 

On February 14, 1984, the U.S. International Trade C m i s s i o n  
determined pursuant to section 337 of the Tariff Act o f  1930 (19 
U.S.C. 5 1337) that the appropriate relief in investigation No. 
337-TA-139, Certain Caulking Guns, is a general exclusion order 
prohibiting entry into the United States of infringing caulking 
guns. The Commission further determined that public-interest 
factors do not preclude issuance of the aforementioned relief in 
this case. ,The articles directed to be excluded are entitled to 
entry under a bond of 100 percent of the entered value of the 
articles concerned during the Presidential review period. 

Pursuant to subsection (g) of section 337, this letter transmits 
to you copies of the Coxmission's Action and Order, the Opinion of 
the Commission, and the record upon which our determinations and 
findings are based. 

Sincerely, 

Alfred Eckes 
Chairman 

Enclosures 



CHAJRMAN 

UNITED STATES INTERNATIONAL TRADE COMMISSION 

WASHINGTON, D.C. 20436 

Honorable Donald T. Regan 
Secretary of the Treasury 
Washington, D.C. 20220 

Dear Mr. Secretary: 

T On February 14, 1984, the U.S. International Trade Comission, 
determined pursuant to section 337 of the tariff Act of 1930 (19 
U.S.C. S 1337) that the appropriate relief in investigation No. 
337-TA-139, Certain Caulking Guns, is a general exclusion order 
prohibiting entry into the United States of infringing caulking 
guns. 
factors do not preclude the issuance of the aforementioned relief in 
this case. 
entry underaa bond of 100 percent of the entered value of the 
articles concerned during the Presidential review period. 

The Commission further determined that public-interest 

The articles directed to be excluded are entitled to 

In accordance with subsection (g) of section 337, the 
Commission's Action and Order, the Opinion of the Commission, and 
the administrative record were transmitted to the President on 
February , 1984. 

Sincerely, K- 
Alfred Eckes 
Ch a i m a n  

Enclosures 

t 



This is an initial determination issued by a Commission administrative 

The law judge (presiding officer) that was not reviewed by the Commission. 

initial determination has , therefore, become the Commission determination in 
this investigation on the issue of violation o f  section 337. 

210.53(h) o f  the Commission's Rules of Practice and Procedure, 47 Fed. Reg. 

25134, June 10, 1982 and 48 Fed. Reg. 20225, May 5, 1983; to be codified at 19 

See section 

C . F . R .  8 210.53(h). 
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Agency Form Submitted for OMS 
Review 

AGENCY: International Trade 
Commission. 
ACTION: In accordance ri.ith the 
provisicns of the Paperwork Reduction 
Act of 1960 (44 U.S.C. Chapter 351, the 
Commission has submitied a proposal 
for the collection of information to the 
Office of Managen- and Budget far 
review. 

proposed i & m a a n  collection is for 
use by t!e C a b s s i o n  ia come& 
with innve~~gztion No. m-172, changes 
in the GS. T d e m w m i c a  tims Industry 
and the Irrpct of U S  
Teieccmmrlzkatiws TLade. instituted 
under th2 a&:ority of section 332@ af 
the Tariff As: of 1930 (19 US.C. 332[gj). 

Sumzlal: of  proposals (2) Number of 
forms submitted: Four 

(2) Title of br;a- &.ages in the Us 
Teieccmwiica i i c i s  Indastry and the 
Impact on US. Telewrom*nications 
Trade-Questiomaixzs for U S  
Prodxers, Purchasers. Prospective . 
kwchaserr. and Lnporters 
(3) Type of &u&k i h w  
(9 Frequewy of USC ) u ' m  

(5) Description.of respondents: fims 
mandacturing, firms puro+asing. firms 
which mag puxhase, and importem of 
telecommunications equipment 

2xl  

complete the forms: 5,000 

that qualtfies as d i d e n t i a l  business 
i n f o r d o n  will be so treated Cy the 
Cornmissioa z.? not disdosed in a 
manner that would rev& the individual 
operaiiom of a Firm. 

Copies of the proposed forms and 
supporting documents may be obtained 
from Charles Ervin, the usI1T: agency 
clearance afficer [ l d - n a  202-523-4463). 
Comments about the proposaIs should 
be directed to the Office of Ldormation 

.and RegdatoryMairs  o f  OW3. 
Attention: Francine Rcoult  Desk Officer 
for U.S. In-national Trade 
Coami.ssion. If J'OU anticipate 
commenting on a form but find that time 
to pre.;are comments will prerent you 
from submitting them pronj+y you 
should advise CMJ3 cf y m r  uitent 2s 
S O G ~  as  possibje. Copies of any 
conrnen!s should be provided to 
Charles Ervin (United S!stes 
1nterna:ional Trade Commission. io? E 
S::%et. !\;I&,'., L S a s h h g : a ~  D.C. 3 4 3 6 ) .  

hipGse of information collection: The 

(6) Estimzted number of responde& 

(7) Estimated total number of hours to 

Information o h i n e d  from the form 

' . ' . 

Addi5ond iahmatiorr nr conunen5= - 

Issued: December 24 1983. 
Kenneth R. hlseoa 
Secrem-y. 
IFR Doc -258 Filed 1 a L I  am] 
BILLING COO€ 7DZO-CZ-U 

[Investigations Nor. 701-TA-205 through 
207 (Preliminary) and 731-TA-153 and 154 
(PreliminaryU 

Import fnvesfigatiom; C m h  Garb-on 
Steel Products From B e d  

Determinations 

in the subject mvesfptiorr, the 
Commission d e i m i n e s .  pmuant  to 
section 703fa) or' the rerig Act of 1930 
(19 U.S.C. 1671bja)), '&at there is a 
reasonable indicatim that an industry m 
the United States is nat4dly  injuredl 
by reason cf imports from Erazil of the 
following products ~.-bith a n  alleged to 
be subsidized bp &e Guu~nizent of 
Brazil: Gertain carbon steel prcdncts in 
coils [investigation .Sa- ?m-TA-% 
(Preiiizary)3.s hot-rolleci czrbnn steel 
she& (invesiigatiion So. 701-TA-206 
(Prelimiaa~yjj,' a d  cold-rolled carbon 
steel sheet (investigation No. x)P-'IA- 
207 (l+&mit~arfi].~ 

The Commissipn a h  det9naines, 
pursuantto section 733(a] of the Tariff 
Act of 1930 (19 u s ; c l W 3 b ( a &  that 
there is a reasonable indication that a0 
industry in the United States is 
rnateriaUy injured * by reason of imports 
from Brazil of the folkwing products 
which allegedly are being. or are likely 
to be, sold in the United States at less 
than fair value: h o t 4 e d  carbon steel 
sheet [investigation k 731-TI%-153 
[Prehhary)&4 d coldiolkd carbon 
steel sheet &westi@m M..i31-TA- 
154 ( P r e l i n m - *  
Background 

On brtember IQ E&. p e w  were 
filed with the 6. * 'anandthe 
Dep- a€ Ccauuerce by the urrited 
Statessteel Carp a.!k&g thgiimparts 
of certain c d n n  steelfn0daCt;s from 

On the basis of the record? deveToped 

. .  
The record is defised in $ 2OiYj)  of B e  

. 

Comhssion'r Rules of Raa'rr end Rocedpe 
CFR W.2$$). . -  

* Commissioner S:em 6- &a t h e  ii e 
reasonahle indjcaiinn that LC indiisist-y in the E n k d  
States is threaitaed .raterial i r j q  by reason 
of imports of auh rnedm~Gire fsam B r a d .  

a For purposes of f r i w  i n * c l t p s + n  carbon strd 
produce in coils are F a  >EovdeG fur h i t e 3  
Wi.66'30 of the Tariff ScheZdes c! the United % a k a  
Anno  t a I ed (TSUSA). 

* For purposes of *% h c Q i : i n ? . .  hot-mM 
carbon stee l  sheet are chose &uc:s pmviled for 
In items'W:.6710. W:.6T?C. d-.Ei3JiJ. 637.6740. 
607.8320. or 607.8342 cf  & e  XL'SA. 

* For purposes of this inves:!g8tir,n. co!d-m:id 
cbrbon steel shee: are : h o ~  p-ccd*;:s p~av!LIel h r  
in items 607.8320. 607.833l. 6rJ;.K%5. or W.8333 of 

Brazil e ~ e  being subsidized by the 
Brazilian Government and/or sold in the - 
United States at less than fair value 
Accordmgly, effecbve KovMLber tQ 
1983. the Commission iistituted 
preliminary countervailing duty and 
antidumping invesbgations under 
sections 7011a) and 733(a], respectidy. 
of the Tariff Act of 1934 to deter& 
whether there is a reasonable iadi3aiicm - 
that an imiustq in the W t e d  States is 
materioflg injued. of is ti-sesteried HI& 
material mjury. or the estabhsishmect cf 
an ~dustiy in the tinited States is 
materially retaded. by ceason of 
imports of such merchandise. . 

Notice of the institutionofthe 
Cornmission'siovestigatkms and of a 
conference io be held corurectu 
therewih was give3 by possting copies of 
the notice of the Office of the Secretary, 
US. Intenational Trade Commisdoa 
Wachington, DL, and b? pub- the 
notice in the Federal Register of 
November 22,1983 (48 FR 52182). The 
confge.tce was heM in Washiaglou 
D.C, on &amber 7,1983. and all 
p e r s n s  40 wpsted tfre opportunjty 
were permitted to appear rn person or 
by counsel. 

on these investigaiiilons te the Secretary 
of Commerce on December 27,1483. A 
public version of the Commission's 
report Ceriain Carbon Steel frsducts 
from Brazil (investigations Nos. 7Ql-U-  
205 thmughzojl (Preliminary) and 731- 
TA-153 and 154 (Preliminary)), U W C  
Publication 1470, December 1983) 
contains ?he views of the Commission 
and information developed dnrikq & e  
inves tigatione. 

Tbe Cornmission hnsrnitied its repar! 

By Order ofthe Conmission. 
Issued D d e r Z 7 . 1 9 8 3 .  

Kenaetb R Mason, 
secrebxy - . t 

~FRDos&Z57Fy.kl-cdLWSynl 
BILLING CODE To)o-o?Y 

[Inierfiganontic. 337-~~-:3-9~ :':' 
Certain Caulking Guns; Commission 
beclsbn Not To Review Initial:' . . 
Determination; Oeadiine for R i i i  
Vfritten Subniissions on Remedy, the 
Pu'slic Intotest, and Bonding . 
AGENCY: u . s  hLerracior;al Trade , 

Conzzdssion 
ACTIGX .%tice is here57 @vat &at t+e 
Cormis ion  has &srr.ined not to 
review the presidiq cfScer's initia! 
deteminaiion that there is a violation of 
secticn 337 in the atov-aptioned 
inveziigation. Tbe parties to the 
investigation and interes:ed 

By order  of :he Commission. the TSUSA. Government agencies are reques%d to 
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file written submissions on the issues of 
remedy, the public interest, and 
bonding. 

AuWtj :  The authority for the 
Commission's disposition of this matter is 
contained in section 337 of the Tariff Act of 
1330 ('19 U.S.C. 1337) and in nO.53-210.56 
ol  the Commission's Rules of Prac:ice and 
Procedure (47 FR 25134 (Jnne 10,1982) as 
amended by 48 FR 2 ~ ~ 2 5  [May S. 19831 and 48 
FR 21115 May 11,IW); to b; codified et 19 
CFR 210-53-210.56). 

' S U P P L E W M A R Y  INFORMATIOW: On 
November 25,1983, the presiding officer 
issued an initial determination that there 
is a violation of section 337 in the 
*aau:horized imporbtion and sale of 
certain eeulkina guns. Pursuant to 
0 ZlO54(a) of the.Commission's Rules of 
Practice and Procedure, the Commission 
inveskgative attorney filed a petition for 
xview of the ALJ's determination that 
complainant's patent'( U S  Letters 
Patent 4.Ci8l.112) is not invalid as 
obvious in light of prior a h  Having 
examined the record in thio 
investigation, including the initial 
determination of the presiding oEcer ,  
the petition far review, and the response 
thereto, the Commission on December 
27,3983. determined not to review the 
initial determination. Consequenfly, the 
initial determination has become the 
Commission determination on violation 
of section 337 in this investigation 
Written Submissions 

found that a violation of section 337 has 
ocnured, it may issue (1) an order which 
a u l d  mm1t in the exclusion of  the 
subject articles from enby into the 
United States and/or (2) cease and 
desist orders which codd result in one 

. or more respondents being required to ' 
cease and desist from engaging in unfair 
acts in the importation and sale of such 
articles. Accordingly, the Commission is 
interes?ed in r e e k &  writtea 
submissions which address the form o f  
reiief, if any, which should be ordered. 

If the commission contemplates some 
form of relief, it must consider the effect 
of that relief upon the public interest. 
The  factors which the Commission wiil 
consjder include the effect that an 
exclusion order and/or a cease and 
desist order would have upon (1) the 
pub!ic health End welfare, (2) 
conpetitive conditions in the US. 
economy, (3) the US. production of 
articies which are like or directly 
c c q e t i d v e  with those which are the 
scbject of t h e  inves:iga:ion, and (4j US. 
co-smers.  The Commission is  therefore 
irkrested in receiving wri?ten 
s-zrr.issions concerning the effect, if 

Inasmuch as the Commission has 

any, that granting relief would have on 
the public interest. 

If the Commission orders some form 
of relief, the President has days to 
approve or disapprove the Commission's 
action. During this period, the subject 
articies would be entitled to enter the 
United States under a bond in an 
amount determined by the Commission 
and prescribed by the Secretary of the 
Treasury. T h e  Commission is therefore 
interested in receiving witten 
submissions concerning the amount of 
the bond, if any, which should be 
imposed. 

The parties to the investigation and 
interested Government agencies are .. 
requested to file xntten submissiolzs on 
the issues of remedy, the public interest, 
and bonding. The complainant and the 
Commission investigative attorney are 
also requested to submit a proposed 
exclusion order and/or a proposed 
cease and desist order for the 
Commission's consideration Persons 
other than the parties and Government 
agencies may file written submissions 
addressing the issues of  remedy, the 
public interest, and bonding. Written 
submissions on remedy, the public 
interest, and bondmg must be filed not 
later than the close of business on the 
day which is twenty-one (21) days after 
publication of this notice'in the Federal 
Register. 
Commission Hearing 

The Commission does not pian to hold 
a public hearing in connection with final 
disposition of_this investigation. 
Additional information 

Persons submitting written 
submissions must file the original 
document and 14 true copies thereof 
with the Office of the Secretary on or 
before the deadline stated dbove. Any 
person desiring to submit a document 
(or a'portion thereof) to the Commission 
in confidence must request confidential 
treatment lrnless the information has 
already been granted such treatment by 
the presiding oEcer:All such requests 
should be directed to the Secretary to 
the Commission and must'include a full 
statement of the reasons why the 
Commission should grant such 
treatment. Docunents containing 
confidential infornation approved by 
the Commission for confidential 
treatment wil! be treated accordingly. 
All nonconfidential written submissions 
will be avai!able for pub!ic inspection at 
the Secretary's Office. - Notice of this investigation was 
published in !be Federal Resster of 
Februan 24,1983 146 FR 7811-12). 

Co?ies cf the ;:.siding officer's initial 
determination of November 25, 1983, and 

all other nonconfidential documents 
filed in connection with this 
investigation are available for 
inspection during official business hours 

the Secretary, US. International Tr 9 , 
(845 a.m. to SI5 p.m.) in the Office 

Commission, 701 E Street NW., 
Washington, D.C. 20436, tekphme &2- 
5234161. 
FOR FURTHER 1NFORMATION CONTACT: 
William E. Perry, Esq., Onice of the 
General Counsel, U S .  International 
Trade Commission. telephone 202-523- 
0499. 

\ 

By order of tbr Ccmmission . 
Issued: December 28, lsgc ~ ' 

Kenneth R Maso& 
Secretav. 
IF3 Doc Ea-Zy piled ¶4+4 045 am] 
DIWNG CODE -4 

DEPARTMEKT OF JUSTICE 

Antitrust Division 

Proposed Termination of Final - 
Judgment Arthur Murrsy Ink et aL 

Notice is hereby given h a t  Arthur 
Murray International, Inc. ["AMI") and 
Educational Credit Business, Inc. 
("ECB") have asked the United State8 
District Court for the M'estern District of 
Missouri to terminate the Find judment 
in United Stutes a'. Arthur Muma. 
et uf., Civil Action No. 12146. T h c  J 
States has ten:atively consented !L, 

termination The Complaint in this cas4 
filed on November 21,1958, alleged that 
A!? had required its dance studio 
licensees to finance dance student loan 
contracts only through the defendant 
h a n c i a l  institutions in violation of 
Section 1 of the Sherman Act. The - 

Judgment, entered the same day the 
Complaint was filed, among other 
things: (1) Required AMI (and certain 
individuals, who agreed to be bound by 
the terms of the judgment) to divest any 
interest held in the defendant financial 
hstitutions: (2) enjoined AM and the 
consenting individuals from continuing, 
beyond certain stated periods, any 
outstanding loans to the defendant 
financial institutions; and (3) cancelled 
the clauses in :he licensees' contracts 
that. restricted their freedom to choose 
financial institutions, and prohibited 
AMI from so restricting its licensees in 
the future. The United S!etes has filed a 
memorandum w i t h  the Court setting 
forth why it  believes termination of the 
judgment to be in the public interest. 
Copies of the Coxplaint. the Final 
Judgment. A!!II's and ECE's motion 
papers, the stipulation containins *he 
Government's consent. the Uni $It: 
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I w e s t d g a t i o n  No 337-TA-139 

0 INITIAL DETERMINATION 7 - 
0 ,? -c) 

zr:! At c, '-1 

3 .-, , ..: 
-.- 1 :  

*-J:.* r? ' t 

P u r s u a n t  t o  t h e  N o t i c e  o f  I m e s t i g a t i o n  i n  t h i s  matter (48  $id. 
'.: I 

- 
.- .- Reg. 7 8 2 1 - 2 2 ,  Feb.  2(r, 1 9 8 3 1 ,  this i s  t h e  P r e s i d i n g  Officer's 1-1 2 .L: qz . I .  

d e t e r m i n a t i o n  under R u l e  2 1 0 . 5 3  o f  t h e  R u l e s  o f  P r a c t i c e  and P r e r - f  .-; 
d -- .~ s o  

t h i s  Commission, 19 C.F.R. 1210 .53 .  The p r e s i d i n g  o f f i c e r  h e r e b y B t a n e s ,  - 
after  a r e v i e w  o f  t h e  b r i e f s  o f  t h e  parties  and o f  t h e  r e c o r d  deve loped at  

t h e  h e a r i n g ,  t h a t  t h e r e  i s  a v i o l a t i o n  o f  S e c t i o n  337 o f  t h e  T a r i f f  Act o f  

1 9 3 0 ,  as amended, 1' i n  t h e  u n a u t h o r i z e d  i m p o r t a t i o n  i n t o  the U n i t e d  

S t a t e s ,  and i n  t h e  sale o f  c e r t a i n  c a u l k i n g  guns  by r e a s o n  o f  d i r e c t  

i n f r i n g e m e n t  by s a i d  guns o f  t h e  claims of U.S. L e t t e r s  Patent 4 , 0 8 1 , 1 1 2 ,  

t h e  effect  o r  tendency  o f  which i s  t o  p r e v e n t  t h e  e s t a b l i s h m e n t  of a n  

e f f i c i e n t l y  and e c o n o m i c a l l y  o p e r a t e d  i n d u s t r y  in t h e  U n i t e d  S t a t e s .  

* * * * * * * * * * *  
- NOTE: The following a b b r e v i a t i o n s  are used throughout  t h i s  I n i t i a l  

D e t e r m i n a t i o n :  

T r .  means Official reporter's t r a n s c r i p t .  
Numbered e x h i b i t s  are i d e n t i f i e d  by t h e  p r o f f e r i n g  p a r t y :  

Complainant (CX); Conmission I n v e s t i g a t i v e  A t t o r n e y  (SX); 
CPX and SPX refer t o  P h y s i c a l  E x h i b i t s  o f  t h e  a p p r o p r i a t e  
p a r t y .  

( C )  means c o n f i d e n t i a l  i n f o r m a t i o n  s u b j e c t  t o  t h e  p r o t e c t i v e  o r d e r  h e r e i n .  

- 1/ 19 U.S.C. §1337, h e r e i n a f t e r  S e c t i o n  337. 
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PROCEDURAL HISTORY 

P e t e r  J. Chaag, 9645 & w i g  Lane,  P. 0. Box 8, ColuPsbia, Haryland 

21046, f i l e d  a complaint  and i t s  amendment w i t h  t h e  United S t a t e s  I n t e r -  

n a t i o n a l  Trade  Commission on January 26, 1983, and February 9, 1983, 

r e s p e c t i v e l y ,  pursuant  t o  s e c t i o n  337, a l l e g i n g  u n f a i r  nethods o f  compe- 

t i t i o n  and u n f a i r  acts i n  t h e  importa t ion  o f  c e r t a i n  caulking guns i n t o  

t h e  United S t a t e s ,  o r  i n  t h e i r  sale, by r e a s o n  o f  a l l e g e d  (1) d i r e c t  

in f r ingement  of claima 1-5 of U.S. Letters P a t e n t  No. 4,081,112; (2) 

passing o f f ;  ( 3 )  false a d v e r t i s i n g ;  and (4) m i s r e p r e s e n t a t i o n  o f  s o u r c e  and 

o r i g i n ,  i n c l u d i n g  f a i l u r e  t o  mark country  o f  o r i g i n .  

a l l e g e d  t h a t  t h e  effect  o r  tendency o f  t h e  unfair methods of c o m p e t i t i o n  

and u n f a i r  acts i s  t o  prevent  t h e  e s t a b l i s h m e n t  o f  an e f f i c i e n t l y  and 

economlca l ly  operated  domest ic  i n d u s t r y  i n  t h e  United S t a t e s .  

The complaint  f u r t h e r  

The complaint  reques ted  t h a t  after a temporary relief hearing on 

t h e  non-patent a l l e g a t i o n s ,  t h e  Commission i s s u e  both  a temporary 

e x c l u s i o n  o r d e r  and a temporary cease and d e s i s t  o r d e r ,  and af ter  a f u l l  

i n v e s t i g a t i o n  on a l l  a l l e g a t i o n s  t h a t  t h e  Commissioa issue a permanent 

e x c i u s i o n  o r d e r  and a permanent cease and d e s i s t  order .  

The Commission, cm February 17, 1983, ordered t h a t  pursuant t o  

s u b s e c t i o n  ( b )  of 5337, an i n v e s t i g a t i o n  be i n s t i t u t e d  t o  determine 

whether there i s  a v i o l a t i o n  of s u b s e c t i o n  (a)  o f  0337 i n  r h e  unlawful 

importa t ion  o f  c e r t a i n  caulk ing  guns i n t o  t h e  United S t a t e s ,  o r  i n  t h e i r  

s a l e ,  by r e a s o n  o f  alleged ( 1 )  d i r e c t  Fnfringement o f  the claims o f  U.S. 

Letters P a t e n t  No. 4 , 0 8 1 , 1 1 2 ;  ( 2 )  passing o f f ;  ( 3 )  fa lse  advertis ing;  and 

A 



( 4 ) v i o l a t i o n  o f  s e c t i o n  43(a)  o f  t h e  Lanham Act (15 U.S.C. 01125)  by 

reason of false des ignat ion  o f  o r i g i n  and s o u r c e ,  t h e  effect or  tendency o f  

which i s  t o  present  t h e  establ ishment  of an e f f i c i e n t l y  and economically 

operated industry  i n  the  United States. 

t h a t  an i n v e s t i g a t i o n  be made as t o  whether t h e r e  i s  reason  t o  b e l i e v e  t h a t  

t h e r e  i s  a v i o l a t i o n  o f  subsec t ion  (a) o f  s e c t i o n  337 wi th  regard t o  the  

nowpatent  a l l e g a t i o n s  descr ibed  herein .  The Notice  of I n v e s t i g a t i o n  was 

issued on February 1 7 ,  1983,  and was publ ished i n  t h e  Federal Register on 

February 2 4 ,  1983. (48  Fed, Reg. 7821-22). 

The Couunlsskon f u r t h e r  ordered 

The fol lowing parties were named a8 respondents i n  t h e  Notice o f  

Inv es t i g a t i o n :  

ARTCO D i s t r i b u t o r s ,  Inc .  
111 W. Robinson Street 
Orlando, F l o r i d a  32802 

AZCO, Inc .  
2530 South Broadway 
Los Angeles, C a l i f o r n i a  90007 

Buseong I n d u s t r i a l  Co., Ltd. 
247-7 Sanok-Dong 

Incheon,  Korea 
Buk-Ku 

C6B Brothers  Co., Ltd. 
P . 0 .  BOX 84-363 
T a i p e i ,  Taiwan 

C h i 1  Sung Ind. Co. 
14-7 Dong Ja Dong 
CPO Box 2772 
Yongsanku, S e o u l ,  Korea 

DMZ Offshore  S e r o i c e s  
7600 N.W. 6 9 t h  Street 
Miami, F l o r i d a  33166 
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Donald Gray 
4500 Cedros Avenue 

Sherman Oaks, California 91413 
P.0.  BOX 5216 

D&W I n d u s t r i a l  Co., Ltd. 
P.0. BOX 27-93 
Taichung , Taiwan 

Fuerza I n t e r n a t i o n a l  Co., Ltd. 
141-1 Hoping Road 
Luchou Iisiang 
Taipei-Hsien,  Taiwan 

Gray Marketing Group, Ltd. 
4500 Cedros Ibenue 

Sherman O a k s ,  California 91413 
P.0 .  BOX 5216 

Great American Marketing 
17537 Devonshire S t r e e t  
North Ridge,  C a l i f o r n i a  91325 

Handy Dan 
7909 Fredericksburg Rd. 
San Antonio, Texas 78229 

Handy Dan Home Improvement Center, Inc .  
6915 E. Slauson Avenue 
Ins Angeles, C a l i f o r n i a  90040 

Kukj e Corp. 
CPO Box 747 
S e o u l ,  Korea 

Love's Company, Lac. 
P. 0. Box 111 
North Wllsboro, North Caro l ina  28656 

Macklaaburg-Duncan Company 
4041 N. Santa  Fe 
P. 0. Box 25188 
Oklahoma C i t y ,  Oklahoma 73125 

. The Mega Group, Lnc. 
6001 Northwest 153rd S t r e e t  . 

Hlamf Lakes ,  F l o r i d a  33014 

. 

SAV-ON-DRUGS , Inc. 
1500 S. Anaheim Boulevard 
P. 0. Box 17 
Anaheim, California 92805 
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Taiwan fiewen Rings Ind. Co., Ltd.  
P.O. BOT 30-422 
T a i p e i ,  Taiwan 

T h u d  E n t e r p r i s e  Co., Ltd. 
6 t h  F l o o r ,  T a i s h i n  Bldg,  
No. 30, Sec. 2, Chi-Nan Road 
T a i p e i ,  Taiwan 

Viva I n t e r n a t i o n a l  Corp. 
11 - 4th F l o o r  

955 Tun Hwa Wad 
T a i p e i ,  Taiwan 

NCR Bldg. ,  P.0. BOX 13-361 

winmax, Inc .  
P.O. Box 53-422 
T a i p e i ,  Taiwan 

. By n o t i c e  o f  A p r i l  11, 1983, f i l e d  w i t h  t h e  Commission S e c r e t a r y ,  

complainant withdrew i ts  r e q u e s t  f o r  a temporary e x c l u s i o n  order.  

At t h e  r e q u e s t  o f  complainant,  t h e  p r e s i d i n g  o f f i c e r  g r a n t e d  a motion 

t o  c o n s o U d a t e  respondents  b n d y  Dan, San Antonio,  Texas  and Handy Dan Home 

Imqrwement C e n t e r ,  I n c . ,  Los Angeles, C a l i f o r n i a ,  i n t o  one respondent,  

Dan Home Imprwement C e n t e r s ,  Inc., Dw e t ,  Delaware. (e Order 

No. 7 ,  i s s u e d  A p r U  27, 1983; Notice o f  C o d s s i o n  D e c i s i o n  Not t o  Renew 

I n i t i a l  Deterrainat ion,  i s s u e d  May 24, 1983). 

Pursuant to  t h e  pres iding o f f i c e r ' s  i n i t i a l  determinat ion ,  t h e  Com- 

miss ion  has terminated t h i s  i n v e s t i g a t i o n  wi th  respect t o  the fol lowing 

respondents :  (1) Great American Marketing, I n c .  (Order No. 13, i s s u e d  

June 8,  1983; Notice of Commission D e c i s i o n  Not To Review I n i t i a l  

Determfnat ion,  i s s u e d  July  8 ,  1983); ( 2 )  SAV-ON-DRUGS, Inc .  (Order No. 

17, i s s u e d  June 22, 1983; Not ice  o f  Cormisaioa  Not To Review I n i t i a l  

Determinat ion,  issued Ju ly  15,  1983); (3) DMZ O f f s h o r e  S e r v i c e s  (Order 
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. 

No. 22, i s s u e d  J u l y  7, 1983; N o t i c e  of Commission D e c i s i o n  Not to  Review 

I n i t i a l  Determinat ion ,  i s s u e d  August 2 ,  1983); (4) Art-Co D i s t r i b u t o r s ,  

I n c .  (Order No. 25, i s s u e d  J u l y  18, 1983; N o t i c e  of Commissioo D e c i s i o n  Not 

To Beview I n i t i a l  Determinat ion ,  i s s u e d  August 12, 1983); (5) The Mega Group, 

Inc.  (Order No. 26, i s s u e d  J u l y  18, 1983; Notice of CoaMissloa D e c i s i o n  Not 

To Review I n i t i a l  Determinat ion ,  i s s u e d  August 12, 1983)j (6) Bandy Dan Home 

Lmprowement C e n t e r s ,  Iec. (Order No. 29, i a s u s d  J u l y  26, 1983; Notice o f  

Commission D e c i s i o n  Not To Rwlew I n i t i a l  DetenninaEion, Irqued August 24, 

1983); and (7) Madclanburg-Duncan Co. (Order No. 30 ,  i s s u e d  August 4, 1983; 

N o t i c e  o f  C o d s s f o n  D e c i e i o n  Not t o  Review I n i t i a l  Detcrmi.rretion, i s s u e d  

September 2, 1983). Consequent ly ,  t h e  f o l l o w i n g  reapoedcrrts r w i n  i n  t h i r  

i n v e s t i g a t i o n :  Azco, Buseong, CbB Bros . ,  Chi1 Sung, D&W, Doaald Gray,  Gray 

l4arbti.q Group, Fuerza ,  Kuk je ,  Lowe's, Taiwan Seven Rings, ThrClpb E n t e r p r i s e s ,  

V i v a ,  and Winmax. 

I n  accordance  w i t h  19 C.P.R. §210.36(b), t h e  p r e s i d i n g  o f f L c e r  Imposed 

certain e v i d e n t i a r y  s a n c t i o n s  a g a i n s t  respondents Lowe's Company, I n c . ,  DM 

O f f s h o r e  S e r v i c e s ,  The Mega Group, I n c . ,  Azco, Inc., D&W L a d u s t r i a l  Co., Ltd. ,  

C&B B r o t h e r s  Co., L t d . ,  and Viva I n t e r n a t i o a a l  Corp. (See Order No. 9, i ssued 

June 3, 1983; Order No. 18, i s s u e d  June 2 9 ,  1983; Order Wo, 19, i s s u e d  June 29, 

1983; and Order No. 2 0 ,  i s s u e d  June 29, 1983). A t  t h e  requesE of complainant,  

t h e  p r e s i d i n g  o f f i c e r  withdrew t h o s e  s a n c t i o n s  i s s u e d  a g a i n s t  The Mega Group, 

I n c .  i n  l i g h t  of the subsequent se:tlement agreement reached between complainant 

and t h i s  respondent.  (Order No. 27, i s s u e d  July 1 8 ,  1983). 

- 

O n  June 2 4 ,  1983, complainant w e d ,  pursuant t o  19 C.F.R. 5210 .21(d) ,  f o r  

default o r d e r s  against respondents DhW I n d u s t r i a l  Co., L t d . ,  C&B B r o t h e r s  Co., 

L t d . ,  and Viva I n t e r n a t i o n a l  Corp. (Motion Docket No. 139-16) and respondents 
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Kukje Corp. and Chi1  Sung Ind. Co. (Motion Docket No. 139-17). A t  t h e  

preheat ing  conference i n  t h i s  i n v e s t i g a t i o n  on J u l y  12, 1983, t h e  pres id ing  

o f f i c e r  g r a n t e d  i n  part, denied i n  p a r t ,  and h e l d  i n  abeyance a ruling i n  

p a r t ,  w i t h  r e s p e c t  t o  Motions 139-16 and 139-17. 

12, 1983, Tr. 18-44, 158). Subsequent t o  c l o s e  of t h e  r e c o r d  in t h i s  

( S e e  - Prehrg.  Conf., Ju ly  

matter, t h e  p r e s i d i n g  o f f i c e r  ordered  t h e  s u b j e c t  respondents  t o  show cause  

by a d a t e  c e r t a i n  why t h e y  should n o t  be found t o  be i n  d e f a u l t  pursuant t o  

19 C.F.R. 5210.21(d). 

The remaining p o r t i o n s  o f  Motions 139-16 and 139-17 are disposed here in .  

( S e e  7 Orders No. 32 and 33, i s s u e d  August 17, 1983). 

(See  pp. 9-11, i n f r a ) .  - 
A prehear ing  c o n f e r e n c e  was h e l d  on J u l y  12 and 13, 1983, and t h e  f i n a l  

hear ing  commenced on J u l y  13, 1983, b e f o r e  t h e  p r e s i d i n g  o f f i c e r  t o  determine 

whether t h e r e  i s  a v i o l a t i o n  o f  5337 as a l l e g e d  i n  t h e  complaint  and Notice 

o f  I n v e s t i g a t i o n .  Appearances were made by c o u n s e l  f o r  complainant and t h e  

Commission i n v e s t i g a t i v e  a t t o r n e y .  

1983. 

The hear ing  concluded on Ju ly  19, 

On J u l y  20, 1983, t h e  Commission i w e s t i g a t i v e  a t t o r n e y  moved f o r  

l e w e  t o  take a t e l e p h o n i c  d e p o s i t i o n  i n  Germany o f  a r e s i d e n t  o f  t h e  

F e d e r a l  Republ ic  o f  Germany. (Motion Docket No, 139-27). Complainant,  

on J u l y  20, 1983, moved f o r  a p r o t e c t i v e  o r d e r  b a r r i n g  t h e  Commission 

i n v e s t i g a t i v e  a t t o r n e y  from f u r t h e r  d i s c w  e r y  i n t o  c e r t a i n  matters a l l e g e d l y  

concerning t h e  v a l i d i t y  of t h e  s u i t  patent .  (Motion Docket  No. 139-26). 

The p r e s i d i n g  o f f i c e r  denied Motion 139-26, g r a n t e d  Motion 139-27, and set  

f o r t h  c e r t a i n  l i m i t a t i o n s  wi th  r e s p e c t  t o  t h e  conduct o f  t h e  s u b j e c t  

d e p o s i t i o n .  (Order No. 28, i s s u e d  J u l y  26, 1983). A t  a p r e l i m i n a r y  

c o n f e r e n c e  b e f o r e  t h e  pres id ing  o f f i c e r  f o l l o w i n g  t h e  t e l e p h o n i c  d e p o s i t i o n ,  
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t h e  p r e s i d i n g  o f f i c e r  g r a n t e d  t h e  staff's o r a l  mtian t o  reopen the record  

i n  t h i s  proceeding ,  pursuant t o  19 C.F.R. §210.53(g), and ordered t h e  

parties t o  appear f o r  a lipplted h e a r i n g  commencing August 5 ,  1983. 

Conf.,  Aug. 5 ,  1983, Tr. 23-27). 

(Prel. 

A preheat ing  c o n f e r e n c e  was h e l d  on August 5,  1983, and the hearing 

fo l lowed IlmPediately t h e r e a f t e r  on t h a t  same day b e f o r e  the presiding 

o f f i c e r  f o r  t h e  r e c e p t i o n  o f  staff's d i r e c t  case and complainant 's  r e b u t t a l  

case on t h e  l i m i t e d  issue o f  p a t e n t  v a l i d f t y ,  Appearances were made by 

c o u n s e l  f o r  complainant and t h e  Commission i n v e s t i g a t i v e  a t t o r n e y .  The 

hear ing  concluded on August 5, 1983. 

On September 2, 1983, t h e  p r e s i d i n g  o f f i c e r  o r d e r e d  c e r t a i n  c o r r e c t i o n s  

t o  the hear ing  transcript which c o r r e c t i o n s  were made by t h e  o f f i c i a l  r e p o r t  

by f u r n i s h i n g  typed pages, under t h e  u s u a l  certificate o f  the r e p o r t e r ,  

f o r  i n s e r t i o n  $n the t r a n s c r i p t .  

Letter of October  13, 1983 from Donald K. Dwall, Chief Adminis t ra t ive  Law 

(See - Order No. 31, i s s u e d  August 17, 1983; 

Judge t o  Acme Reporfing Co.). 

On September 23, 1983, t h e  complainant a w e d ,  In accordance  w l t h  19 

C.F.B. §210.53(g), t o  reopen the  proceedings  t o  r e c e i v e  a d d i t i o n a l  evidence 

on the l i d t e d  i s s u e  of whether t h e  complainant has established a domest ic  

i n d u s t r y .  (Motion Docket No. 139-28). The pres id ing  o f f i c e r  granted  such 

motion in Order No. 34, i s s u e d  October  12, 1983, and ordered t h e  parties t o  

appear f o r  a lFmited hearing on October  2S, 1983, Appearances a t  t h e  

October  25, 1983 hearing were made by c o u n s e l  for complainant and :he 

Commission itu e s t l g a t i v  e a t t o r n e y ,  The hearing concluded t h e  same day. 



The i s s u e s  have been b r i e f e d  and proposed f indings  of fact submitted 

by t h e  p a r t i c i p a t l n g  parties. The matter is now ready f o r  dec i s ion .  

This i n i t i a l  de terminat ion  i s  based upon t h e - e n t i r e  record  o f  this 

proceeding i n c l u d i n g  the e v i d e n t i a r y  r e c o r d  compiled a t  t h e  f i n a l  h e a r i n g ,  

t h e  e x h i b i t s  admitted i n t o  t h e  r e c o r d  a t  the f i n a l  h e a r i n g ,  and the pro- 

posed findings of fact and c o n c l u s i o n s  o f  law and supporting memoranda 

f i l e d  by t h e  parties, I have a l so  taken  i n t o  account my o b s e r v a t i o n  o f  

t h e  w i t n e s s e s  who appeared b e f o r e  me and t h e i r  demeanor. Proposed f i n d i n g s  

qoe h e r e i n  adopted,  e i t h e r  i n  t h e  form submitted or i n  s u b s t a n c e ,  care re- 

j e c t e d  either as n o t  supported by t h e  evidence or as i w o l v i n g  immaterial 

matters 

The f i n d i n g s  o f  fact  i n c l u d e  r e f e r e n c e s  t o  support ing e v i d e n t i a r y  

item i n  t h e  record.  Such r e f e r e n c e s  are intended t o  s e m e  as guides  

t o  the  test imony and exhibits support ing the f i n d i n g s  o f  fact. They do 

n o t  n e c e s s a r i l y  r e p r e s e n t  cowplete summaries o f  t h e  evidence supporting 

each f i n d i n g .  
I 
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DEFAULT 

The r e c o r d  i n  t h i s  i n v e s t i g a t i o n  i n d i c a t e s  t h a t  a copy of t h e  complaint  

and n o t i c e  o f  i n v e s t i g a t i o n  i n  t h i s  matter was s e n t  by r e g i s g e r e d  mail 

from t h e  Commission S e c r e t a r y ' s  Office on February 22, 1983, t o  respondents 

D6W I n d u s t r i a l  c o b ,  Ltd. (DLW), C6B B r o t h e r s  c o b ,  (C&B), Viva I n t e r n a t i o n a l  

no r e t u r n  receipts from t h e s e  parties hare  been r e c e i v e d  by t h e  Commission. 

(SX 28). Moreover, r e c o r d  ev idence  reflects t h a t  C h i 1  Sung was r e - s e w e d  

with t h e  complaint  and n o t i c e  o f  i m e s t i g a t i o n  on A p r i l  8, 1963, and that 

t h e  "padcage- s e n t  by t h e  Commission was re turned to  t h e  S e c r e t a r y ' s  Office 

on May 1 1 ,  1983. (SX 28). 

The s u b j e c t  respondents have f a i l e d  t o  f i l e  responses  t o  the complaint  

and t h e  n o t i c e  o f  i n v e s t i g a t i o n  d t h  t h e  Commission S e c r e t a r y  and have 

f u r t h e r  f a i l e d  t o  respond t o  d i s c w e r y  requests propounded by complainant 

and the Commission i n v e s t i g a t i v e  a t t o r n e y ,  i n  some Anetances, i n  v i o l a t i o n  

o f  an o r d e r  by t h e  p r e s i d i n g  o f f i c e r .  ( S e e  Orders No. 32, 33, i s s u e d  

August 17, 1983). F i n a l l y ,  these respondents  d id  n o t  appear at  t h e  final 

hearing b e f o r e  the  pres id ing  o f f i c e r .  

7 

I n  response  t o  d e f a u l t  motions f i l e d  by cotuplainant pursuant t o  

19 C.F.R. §210.21(d)  (Motions 139-16 and 139-17, f$Led June 24, l983), t h e  

p r e s i d i n g  o f f i c e r  i s s u e d  show c a u s e  orders  r e q u i r t n g  respoose  by September 

1 4 ,  1983.  (Orders No. 32 and 33, Fssued August 17, 1983), The s u b j e c t  

respondents  have not  responded t o  these show cause  o r d e r s .  

The C o d s s i o n  Rules of P r a c t i c e  and Procedure  p r w i d e  for d e f a u l t  

i n  the following manner: 

F 



F a i l u r e  o f  a respondent t o  f i l e  a response  w i t h i n  t h e  
time provided f o r  i n  paragraph (2) o f  this s e c t i o n  may 
be deemed t o  c o n s t i t u t e  a waiver  of i t s  r i g h t  t o  appear 
and c o n t e s t  t h e  a l l e g a t i o n s  o f  t h e  complaint  and of t h e  
n o t i c e  o f  i n v e s t i g a t i o n ,  and t o  a u t h o r i z e  t h e  p r e s i d i n g  
o f f i c e r ,  without  f u r t h e r  n o t i c e  t o  t h a t  respondent ,  t o  
f i n d  t h e  facts t o  be as a l l e g e d  i n  t h e  complaint  and 
n o t i c e  o f  i m e s t i g a t i o n  and t o  e n t e r  an i n i t i a l  deter-  
minat ion  ( o r  a d e t e r m i n a t i o n  if t h e  Commission i s  t h e  
p r e s i d i n g  o f f i c e r )  c o n t a i n i n g  such findings. 

19 C.F.R. §210.21(d).  The seemingly summary n a t u r e  o f  t h e  d e f a u l t  r u l e  

i s  b e l i e d  by Commission practice which has  r e q u i r e d  Complainant and/or 

t h e  Commission i n v e s t i g a t i v e  a t t o r n e y  t o  expend " reasonable  e f f o r t s "  t o  

produce s u b s t a n t i a l ,  r e l i a b l e ,  and p r o b a t i v e  ev idence  e s t a b l i s h i n g  a 

prima facie case of  a 5337 v i o l a t i o n  by respondents.  

E l e c t r i c  Slow Cookers ,  Irar. No. 337-TA-42 ( 1 9 7 9 ) ;  C e r t a i n  Window Shades 

S e e ,  e , g . ,  C e r t a i n  
i 

I 

and Components T h e r e o f ,  Ixw. No. 337-TA-83 (1981). Consequent ly ,  one may 

v iew t h e  Commission's d e f a u l t  r u l e ,  p r a c t i c a l l y  speaking ,  as an e x t e n s i o n  

o f  t h e  p r e s i d i n g  o f f i c e r ' s  and t h e  Commission's s a n c t i o n  powers, a r t i c u l a t e d  

i n  19 C.F.R, 0210.36 ,  t o  t h e  e x t e n t  t h a t  complainant  and/or t h e  staff 

is n o t  released from i t s  burden o f  p r o o f  a8 against t h e s e  parties. A 

f i n d i n g  o f  d e f a u l t  does  a l l o w ,  however, f o r  t h e  c r e a t i o n  o f  c e r t a i n  

procedura l  d i s a b i l i t i e s  f o r  t h e  d e f a u l t i n g  p a r t y ,  t h e r e b y  compensating 

i n  part f o r  a party's  n o n - p a r t i c i p a t i o n ,  a l though complainants  have 

exper ienced  v a r y i n g  degrees of s u c c e s s  i n  t h e  face o f  a d e f a u l t  r u l i n g .  

2, e .g . ,  C e r t a i n  Methods f o r  Extruding P l a s t i c  Tubing,  Im. No. 337-TA-110 

(1982)  (complainant obta ined  specific ev idence  o f  f o r e i g n  c a p a c i t y  and 

i n t e n t  through i t s , o w n  e f f o r t ' s ) ;  C e r t a i n  Food Slicers and Components 

T h e r e o f ,  Inv. No. 337-TA-76 ( 1 9 8 1 ) ,  p. 7 ,  ( ev idence  submit ted  by complainant 

"replete w i t h  gaps  and i n c o n s i s t e n c i e s " )  . 
10 



The facts o f  t h e  i n e t a n t  cage i n d i c a t e  t h a t  a f inding o f  default i n  

accordance wi th  Rule 210 ,21(d)  may be entered  a g a i n s t  respondents D6W 

I n d u s t r i a l  Co. Ltd. ,  CbB Brothers  Co.,  Ltd. ,  V i v a  I n t e r n a t i o n a l  Corp., and 

Kuicje Corp. f o r  t h e i r  f a i l u r e  to :  (1)  E i le  a response t o  the complaint and 

n o t i c e  of Lnvest igat ion  i n  t h i s  matter; (2) respond t o  discovery reques ts  

propounded by complainant and t h e  Commission i n v e s t i g a t i v e  a t t o r n e y ;  ( 3 )  

comply wi th  c e r t a i n  orders  of the pres id ing  o f f i c e r  compelling d i s c w e r y ,  

r e s u l t i n g  i n  s a n c t i o n s  except as t o  Kukje;  (4 )  appear at the  f i n a l  hearing 

i n  this i n v e s t i g a t i o n ;  and (5) respond t o  show cause  orders  issued by the 

pres id ing  o f f i c e r .  

Chil Sung Ind. Co. i s  not i n  d e f a u l t  inasmuch as service was not 

p e r f e c t e d  on t h i s  indiv idual .  

that only  s u b j e c t  matter j u r i s d i c t i o n  is required f o r  the CommFssion t o  

Fssue an e x c l u s i o n  order  upon determining that a v i o l a t i o n  of 5337 exists. 

Sealed A ~ F  Corp. V .  U.S. I n t e r n a t i o n a l  Trade Commission, 645 F.2d 976 

(C.C.P.A. 1981). Wwever, the Commission has n e i t h e r  personal  nor s u b j e c t  

matter j u r i s d i c t i o n  ewer C h i l  Sung . 
is not a proper party t o  t h i s  i n v e s t i g a t i o n .  

The ComPrissioa’s reuiewing c o u r t  has stated 

(SX  28).2’ Consequently, C h i l  Sung 

Motions 139-16 and 139-17 a r e  granted t o  the e x t e n t  descr ibed  herein .  

- 21 For a discussLon o f  t h i s  issue ae i t  p e r t a i n s  t o  alleged importation 
and sale by the named respondents h e r e i n ,  see pp. 52-53, i n f r a .  - - 

1.1 



PRODUCT IN ISSUE 

The product i n  i s s u e  i s  a smooth rod caulking gun,  which i s  covered by 

t h e  c la ims  o f  U.S. Letters Patent  No. 4,081,112 ( t h e  '112 patent ) .  

Two g e n e r a l  types  of caulking guns are markeced i n  t h e  United S t a t e s :  

t h e  r a t c h e t  gun and t h e  smooth rod gun. The United S t a t e s  caulking gun 

lParket is divided almost e q u a l l y  between t h e  r a t c h e t  gun and t h e  smooth 

rod gun. (Finding of F a c t  259. 

Ratchet-type caulking guns have t e e t h ,  o r  r a t c h e t s ,  m l l l e d  i n t o  t h e  

plunger rod. 

i s  engaged which, i n  t u r n ,  engages t h e  t e e t h  and awes t h e  plunger rod 

f o k a r d ,  one r a t c h e t  at a time. 

i n  place u n t i l  t h e  t r i g g e r  i s  squeezed again o r  the rod i s  r e l e a s e d  by 

turning t h e  rod m e r  and disengaging the t e e t h .  (Finding o f  F a c t  26). 

When t h e  t r i g g e r  of t h e  gun i s  squeezed, t h e  l a t c h i n g  dog 

I The t e e t h  and l a t c h i n g  dog hold t h e  rod 

O r i g i n a l l y ,  ratchet guns were t h e  only  type of caulking guns a v a i l a b l e ,  

and accordingly  were u t i l i z e d  i n  both the p r o f e s s i o n a l  and "do-it-yourself"  

markets. The r a t c h e t  gun i s  still s o l d  I n  both markets, but u s u a l l y  i s  

bought by t h e  c o u t r a c t o r ,  t h e  p r o f e s s i o n a l  user .  (Finding of F a c t  33). 

Ratchet  guns compete with  smooch rod guns in the marketplace ,  but do 

not i n f r i n g e  upon t h e  '112 patent .  Consequently, r a t c h e t  guns are not 

subj  ects of t h i s  i w  e s t i g a t i o n .  

The smooth rod gun does-not u t i l i z e  a r a t c h e t  mechanism, hence i t s  

-me. I n s t e a d ,  when t h e  t r i g g e r  i s  squeezed,  a gr ipping plate pushes 
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forward a g a i n s t  a spring mechanism, which advances t h e  plunger  rod. 

When t h e  t r i g g e r  is r e l e a s e d ,  t h e  s p r i n g  pushes t h e  g r i p p i n g  plate and 

t r i g g e r  back: t o  t h e  r e s t i n g  p o s i t i o n .  ( F l n d h g  o f  P a c t  27). 

7ho t y p e s  o f  smooth rod c a u l k i n g  guns are s o l d  i n  t h e  United 

S t a t e s .  

p a t e n t ,  has  a t r i g g e r  p i v o t  p o i n t  below t h e  plunger  rod. 

gun commonly is r e f e r r e d  t o  as t h e  "E-type",  "Econwtype" ,  or "short 

handle"  smooth rod caulk lng  gun,  and is marketed at a lesser p r i c e  tbaa 

t h e  '112 patent - type  gun. (Findlng o f  F a c t  3 0 ) .  

The o r i g i n a l  smooth rod gun,  manufactured under t h e  Srhneider  

This type of 

E-type smooth rod guns compete i n  t h e  marketplace  wttb Chc gubgcct  

caulking g u n s ,  but  do not  i n f r i n g e  upon t h e  '112 p a t e n t ,  Coasequeutlp,  

&type gum ate not  s u b j e c t s  o f  t h i s  i w e s t i g a t i o n .  

F i n a l l y ,  t h e  s u b j e c t  of t h i s  i n v e s t i g a t i o n  is t h e  smooth rOd c a u l k h g  

gun manufactured i n  accordance w i t h  t h e  '112 p a t e u t r  

p r i m a r i l y  from t h e  E-type smooth rod  gun i n  t h a t  one s p r i n g  and i t s  trigger 

p i v o t  po int  are l o c a t e d  above t h e  plunger  rod. (F inding o f  Fact 30), 

T U 8  gun d i f f e r s  

Smooth rod guns a r e  marketed i n  two sizes through hardware w h o 1 e s d e r s ,  

home centers, d iscount  c h a i n s  and b u i l d i n g  material s u p p l i e r s ,  and u l t i m a t e l y  

r e a c h  both  t h e  p r o f e s s i o a a l  and d o - i t - y o u r s e l f  markers.  

size, which corresponds t o  complainant 's  Model 101 gun,  g e n e r a l l y  is sold t o  

t h e  d o - i t - y o u r s e l f  market.  The l a r g e r  q u a r t - s i z e  gun, whfeb corresponds t o  

Newborn's Model 105 gun,  g e n e r a l l y  is sold t o  t h e  p r o f e s s i o n a l  u $ e r r  

o f  F a c t  2 8 ) .  

The one-tenth g a l l o n  

(Finding 
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OP I N  ION - 
The s u b j e c t  o f  t h i s  i n v e s t i g a t i o n  is a smooth rod c a u l k i n g  gun, which 

p r e v i o u s l y  was manufac tured  i n  Korea  by t h e  c o m p l a i n a n t ,  P e t e r  Chang, do ing  

b u s i n e s s  as Newborn B r o t h e r s ,  i n  a c c o r d a n c e  w i t h  t h e  claims o f  h i s  U.S. 

L e t t e r s  P a t e n t  No. 4 , 0 8 1 , 1 1 2  ( t h e  ' 1 1 2  p a t e n t ) ,  The Newborn B r o t h e r s  

p a t e n t e d  c a u l k i n g  gun has b e e n  imported and sold i n  t h e  U n i t e d  S t a t e s  s i n c e  

1976. 

c o m p l a i n a n t  now seeks t o  e s t a b l i s h  i n  t h e  U n i t e d  S t a t e s  an i n d u s t r y  f o r  t h e  

manufacture o f  c a u l k i n g  guns i n  a c c o r d a n c e  w i t h  t h e  ' 1 1 2  p a t e n t .  

( F i n d i n g  of  F a c t  135). Having c l o s e d  h i s  Korean f a c i l i t i e s ,  t h e  

Chang 

al leges t h a t  r e s p o n d e n t s  import smooth rod  c a u l k i n g  guns t h a t  i n f r i n g e  t h e  

' 1 1 2  p a t e n t ,  which h a s  t h e  e f fect  o r  t e n d e n c y  of f r u s t r a t i n g  compla inant ' s  

efforts t o  e s t a b l i s h  a b u s i n e s s  i n  t h e  Uni ted  S t a t e s .  I n  a d d i t i o n ,  com- 

p i a i n a n t * a I f e g t s  unfair acts  o f  p a s s i n g  o f f ,  fa lse  a d v e r t i s i n g ,  and fa lse  

d e s i g n a t i o n  o f  s o u r c e  and o r i g i n ,  i n c l u d i n g  f a i l u r e  t o  mark p r o p e r l y  t h e  

c o u n t r y  o f  o r i g i n .  

No r e s p o n d e n t s  have participated i n  t h i s  i n v e s t i g a t i o n .  - See pp. 9 -11 ,  

supra. The Commission invest igat ive  a t t o r n e y  a l leges  t h a t  t h e  ' 112  p a t e n t  

i s  i n v a l i d  as a n t i c i p a t e d  and o b v i o u s  under  35 U.S.C. S S  1 0 2 ( a )  and 1 0 3 ,  

t h a t  r e s p o n d e n t s  have n o t  passed o f f  t h e i r  c a u l k i n g  guns as those of  

c o m p l a i n a n t ,  and t h a t  c o m p l a i n a n t  h a s  n o t  e s t a b l i s h e d  t h a t  respondents  

have f a l s e l y  d e s i g n a t e d  t h e  o r i g i n  o f  their c a u l k i n g  guns i n  v i o l a t i o n  

o f  S 4 3 ( a )  o f  the Lanham A c t .  

14 



V a l i d i t y  o f  the '112 Patent  

The '112 patent Lssued t o  Peter J. Y. Chang, presidest of Newborn 

B r o t h e r s ,  on March 28, 1 9 7 8 ,  from an a p p l i c a t i o n  f i l e d  on October 12, 1976. 

(CX 1). Accosdfng t o  the  p a t e n t ,  t h e  invent ion  provides  "an inrpoared 

caulkbg gun which i s  more e f f e c t i v e  i n  u s e ,  m o r e d u r a b l e  and cooducive t o  

goad malnteaance ,  and more ecoaomica l  t o  fabricate aad asseqble than 

previous articles o f  the Und."  ( I d ,  a t  col, 1 ,  1. 6-9). - 
The '112 patent i s  e n t i t l e d  t o  t h e  presumption of v a l i d i t y  afforded 

by 35 U.S.C. 5282.2' The Commissioa i n v e s t i g a t i v e  a t t o r n e y ,  haviw 

a s s e r t e d  i n v a l i d i t y ,  t h e r e f o r e  has t h e  burden o f  rebut t ing  t N a  preiumption 

by proving  by clear and ccmvincing ev idence  t h e  a l l e g a t i o n s  that the s u i t  

p a t e n t  i s  i w a l i d  under 3 5  U.S.C. 5 5  102(a)  and 103. The presuaption of 

v a l i d i t y  f u r t h e r  i s  s t rengthened i f ,  as complainant contends,  the aost 

p e r t i n e n t  p r i o r  art was cited and cons idered  by the  P a t s o t  arid Trademark 

Office (PTO), Ski1 Corp. V .  Cutler-Hammar, Inc., 162 U.S.P,Q. 132 ( 7 t h  Cir. 

19691 ,  o r  i s  no more p e r t i n e n t  than  the p r i o r  art cited by t h e  patent  

examiner. Iugersol l -Rand Co. V .  Brunner & Lay,  Inc., 177 U.S .P .Q.  112 ( 5 t h  

C f r .  1973) .  Thus, one who assails the v a l i d i t y  of a paterlt bears a bmy 

burden of persuas ion  and must f a l l  u n l e s s  t h e  evtdence has nore than 

dubious preponderance. RCA v . Radio Engineer ing Lab, Inc. , 293 U.S. 1 

(1934)  ; Corometr ics  Medical  Systems,  Inc. v . Berke ley  Blo-Engineeting , 
- Xnc., 193 U.S .P .Q.  4 6 7 ,  474 (N.D. Cal. 1 9 7 7 ) ,  

- 3/ 3'5'0.S.d.  '6 282 siates i n  p e r t i n e n t  'part: 

A p a t e n t  shal l  be presumed v a l i d .  
LrnraLidiry of the p a t e n t  shall  res t  on the p a r t y  asserting i t *  

The burdea of e s t a b l i s h i n g  
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4/ A n t i c i p a t i o n  - 35 U , S , C .  5 102- 

Under 35 U.S.C, 5 102(a), a p a t e n t  may not  be  obta ined  if the  s u b j e c t  

matter of t h e  i n u e n t i o n  was described i n  a p r i n t e d  p u b l i c a t i o n  before  t h e  

i u v e n t l o n  t h e r e o f  by t h e  a p p l i c a n t  f o r  t h e  patent .  The Commission investi- 

gative a t t o r n e y  alleges o n l y  t h a t  i n s t r u c t i o n  s h e e t s  publ ished by t h e  

Lechler Chemie GmbH o f  West Germany and d i s t r i b u t e d  v i t h  i t s  caulking guns 

in 1974 (SX 29-A-C, h e r e i n a f t e r  " t h e  Lechler s h e e t s " )  c o n s t i t u t e  a p r i n t e d  

p u b l i c a t i o n  s u f f i c i e o t  t o  a n t i c i p a t e  and invalidate t h e  s u i t  patent .  

Under 35 U.S.C. 5 119, t o  determine n o v e l t y  and o b r i o u s n e s s ,  t h e  

complainant may u s e  aa t h e  date o f  i n v e n t i o n  the date of a r e g u l a r l y  

filed a p p l i c a t i o n  f o r  a p a t e n t  f o r  t h e  same irnrention in a f o r e i g n  country ,  

i f  t h e  United States a p p l i c a t i o n  is f i l e d  w i t h i n  twelve months from t h e  

f i l k n g  o f  t h e  f o r e i g n  a p p l i c a t i o n .  Accordingly ,  t h e  o p e r a t i v e  date of 

i n v e n t i o n  o f  complainant 's  smooth r o d  caulk ing  gun is July  29, 1976, t h e  

date comptainant f i l e d  i t s  Korean p a t e n t  a p p l i c a t i o n .  

The Commision staff  argues  that complainant may n o t  use  t h e  July  29, 1976 

(Finding o f  F a c t  34). 

f i l i n g  d a t e  as i t s  d a t e  o f  i u v e n t l o n ,  based upon a n  i n a c c u r a t e  reading o f  

Schmierer V .  Newton, 397 F.2d 1010, 1016-15 (C.C.P.A. 1968). The s taf f  

i n t e r p r e t s  Schmierer as stating t h a t  -a p a t e n t e e  may n o t  use  a c t i v i t i e s  

- 41 35 U.S.C. 5 102 states i n  p e r t i n e n t  p a r t :  

A person shall  be e n t i t l e d  t o  a p a t e n t  unless -  

(a) the Invent ion  was known o r  used by o t h e r s  in t h i s  country ,  o r  
patented o r  described i n  a p r i n t e d  p u b l i c a t i o n  i n  t h i s  or  a f o r e i g n  
c o u n t r y ,  b e f o r e  t h e  invent ion  t h e r e o f  by t h e  a p p l i c a n t  f o r  p a t e n t ,  o r  

(b) t h e  invent ion  was patented o r  d e s c r i b e d  i n  a p r i n t e d  p u b l i c a t i o n  
i n  t h i s  o r  a f o r e i g n  country o r  in p u b l i c  use  OK on sale in this  
c o u n t r y ,  more than one year p r i o r  t o  the date o f  t h e  a p p l i c a t i o n  f o r  
p a t e n t  in t h e  United States. 



o u t s i d e  t h e  United S t a t e s  t o  prwe a pre-filing date o f  Invent ion."  B r l e f  

o f  t h e  Commission I m e s t i g a t i v e  At torney  on t h e  I s s u e s  o f  V i o l a t i o n  o f  

5337 ,  p. 6. However, t h e  Schmierer  holding p r o h i b i t e d  t h e  a p p e l l a n t ' s  

r e l i a n c e  upon i t s  f o r e i g n  f i l i n g  d a t e  because  i t s  United S t a t e s  fll#,ng d a t e  

was more than  one year after i t s  f o r e i g n  f i l i n g  d a t e .  - I d ,  Consequeat ly ,  

t h e  Schmierer case i s  i n a p p l i c a b l e  t o  t h e  c u r r e n t  i r r v e s t i g a t i o n ,  and does 

n o t  p r o h i b i t  t h e  u s e  o f  complainant 's  J u l y  2 9 ,  1976 f o r e i g n  f i l i n g  date as 

t h e  o p e r a t i v e  d a t e  of i n v e n t i o n  o f  t h e  s u b j e c t  c a u l k l n g  gua. Moreover, the 

1974 Lechler s h e e t s  c l e a r l y  were d i s t r i b u t e d  more than  ooe y e a r  p r i o r  to  

e i t h e r  t h e  July  2 9 ,  1976 Korean f i l i n g  d a t e  or t h e  October  12, 1976 United 

S t a t e s  f i l i n g  date. The real i s s u e  i s  whether t h e  L e c N e r  s h e e t s  c o n s t i t u t e  

a p r l n t e d  p u b l i c a t i o n  s u f f i c i e n t  t o  a n t i d p a t e  t h e  ' 112  patent.. 

To c o n s t i t u t e  a s t a t u t o r y  b a r  t o  p a t e n t a b i l i t y  under 35 U.S.C.  5 1 0 2 ,  

a document must meet two requirements .  F i r s t , . t h e  docurnant must be 

p u b l i c l y  m a i l a b l e .  1 D. Chisum, P a t e n t s  § 3 0 4 [ 2 ]  ( i982);  Jockmus V .  

L e v i t o n ,  28 F.2d 812  (2d C i r .  1 9 2 8 ) ;  Canron, Inc .  V .  P l a s s e r  Anrerican 

Corp.,  474  F. Supp. 1010, 1013 (E.D. Va. 1 9 7 8 ) ,  a f f ' d .  609 F.2d 1074 (4th 

Cir,) ,  cert. denied 446 U.S. 965 ( 1 9 7 9 ) .  The p a r t y  seeking t o  c h a r a c t e r i z e  

- - 
the  document as a p r i n t e d  p u b l i c a t i o n  has t h e  burden o f  prwing d i s s e d n a t l o a ,  

accessabllity o r  a v a i l a b i l i t y  t o  t h e  p u b l i c .  

Thermal h E l e c t r o n i c  Ind. ,  I n c . ,  3 1 1  F. Supp. 17, 3 8 ,  165  U.S.P.Q. 1 8 5 ,  199 

(D.N.J. 1 9 7 0 ) ,  a f f ' d .  450  F.2d 1 1 6 4 ,  171 U.S.P.Q. 641 (3rd Cir. 1971) .  

Second,  t h e  document i n  quesc ion  must adequately  t e a c h  o r  d e s c r i b e  a l l  t h e  

e lements  of the patented device. 1 Chlsum, supra at § 3 0 4 [ 1 1 ;  Amerlcari 

Seatinq Co.  v .  Nat ional  S e a t i n g  Co. ,  586 F.2d 6 1 1 ,  618 ( 6 t h  Cir. 1 9 7 8 ) ,  

cerc,. d e n i e d ,  441 U . S .  907 (1979) .  



With r e s p e c t  t o  the  p u b l i c  a v a i l a b i l i t y  t es t ,  t h e  staff argues t h a t  

a t  least 4,000 o f  t h e  L e c h l e r  s h e e t s  were d i s t r i b u t e d  w i t b t h e  Lechler  

caulking guns t h a t  were s o l d  t o  t h e  p u b l i c  i n  1974 (SX 49A), and that 

disseminat ion  o f  4,000 s h e e t s  i s  s u f f i c i e n t  t o  s a t i s f y  t h e  p u b l i c  a v a i l a b i l i t y  

requirement. Jochmus V .  Levi ton ,  supra (even f i f t y  p r i n t e d  c a t a l o g s  sent 

t o  customers would be enough t o  c o n s t i t u t e  p u b l i c a t i o n ) ,  

The complainant contends t h a t  t h e  pres iding o f f i c e r  should cons ider  

t h e  number o f  copies made of t h e  document, t h e  a v a i l a b i l i t y  of those  

documents to  t h e  r e l e v a n t  p u b l i c ,  t h e  disseminat ion o f  t h e  document, and 

t h e  i n t e n t  o f  the d i s t r i b u t i o n .  See Canronv.  Plaeser, supra,  and P h i l l i p s  

v Thermal , supra. 

7 

The evidence of record pursuades me t h a t  the L e c h l e r  s h e e t s  were made 

a v a i l a b l e  and disseminated i n  s u f f i c i e n t  numbers t o  t h e  p u b l i c  so that the  

s h e e t s  c o n s t i t u t e  p r i n t e d  p u b l i c a t i o n s .  F i r s t . ,  t h e  record  conta ins  depos i t ion  

test imony of Johann L u t z ,  a Lechler employee since 1963, who was respons ib le  

f o r  t h e  p r i n t i n g  and updating o f  t e c h n i c a l  information s h e e t s  f o r  each of. 

Lechler's products ,  inc luding caulking guns. (Finding of F a c t  61). Mr. 

Lutz t e s t i f i e d  t h a t  he personal ly  checked c e r t a i n  caulking gun packages and 

determined t h a t  the  1974 i n s t r u c t i o n  sheets were included i n  t h e  packaging. 

- Id.. Approxinately 6,500 sheets were d i s t r i b u t e d  v i t h  caulking guns s o l d  by 

Lechler t o  t h e  p u b l i c  i n  1974. (Finding o f  F a c t  62).  The complainant has 

presented only  c o n j e c t u r e ,  not  ev idence ,  t h a t  the  L e c h l e r  s h e e t s  were not 

d i s t r i b u t e d  t o  the  p u b l i c  i n  _ I  accordance w i t h  Hr .  Lutz's  testimony. 
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Secondly ,  t h e  L e c h l e r  s h e e t s  are not p r i v a t e  communicatioas as a l l e g e d  

by coapla lnant .  

LBchler 's  sales o f f i c e  f o r  promotional  u s e ,  t h e  ev idence  ehows t h a t  several 

thousand c o p i e s  were d i s t r i b u t e d  d i r i c t l y  t o  t h e  p u b l i c  when caulking guns 

were purchased,  and t h a t  t h e  s h e e t s  were a v a i l a b l e  upon request. (Finding 

of  F a c t  62) . 

Although some o f  t h e  L e c h l e r  e h e e t s  rere d i s t r i b u t e d  t o  

In a d d i t i o u ,  t h e  p u b l i c  a c c e s s i b l i t y  test does no€ require t h a t  a 

documeat be  ca ta logued t o  be s u f f i c i e n t l y  a c c e s s i b l e  t o  thqse  pctooru 

i n t e r e s t e d  i n  t h e  art. "A p r i n t e d  document may q u a l i f y  as a ' p u b l i c a t i o n '  

under 35 U.S.C. § 1 0 2 ( b ) ,  notwithstanding that a c c e s s i b i l i t y  thereto i s  

r e s t r i c t e d  t o  a 'part o f  t h e  p u b l i c , '  eo long a8 a c c e s 8 l b l l l t y  ir s u f f i c i e n t  

' t o  raise a presumption t h a t  t h e  p u b l i c  concerned w i t h  t h e  art would know of 

t h e  invent ioa . ' "  I n  re Bayer, 196 U.S,P.Q.  670, 674 (C.C.P.A. 1978), 

(citations omitted) .  As long as t h o s e  persons  "in t h e  class of people t o  

whom [ t h e  document] i s  d i r e c t e d "  could  have a copy "merely f o r  t h e  asking," 

the  document is deemed t o  be p u b l i c l y  available. Ex parre Kroenerf, 144 

U . S * P * Q *  133, 135 (P.0, Bde App, 1960). 

I f ind  t h a t  t h e  Lechler s h e e t s ,  directed t o  persons  i n t e r e s t e d  i n  

t h e  use  o f  caulk ing  guns,  were d i s t r i b u t e d  in s u f f g c i e n t  numbers t o  t h e  

p u b l i c ,  aud were a v a i l a b l e  t o  anyone who bought,  o r  reques ted  i n f o m a t i o n  

ou, a L e c h l e r  caulk ing  gun. Consequent ly ,  t h e  r e c o r d  e s t a b l i s h e s  t h a t  the 

L e c h l e r  sheets are p r i n t e d  p u b l i c a t i o n s  w i t h i n  t h e  w a n i n g  of 35 U.S.C,  5102. 

- 
One must uext  determl.ne whether the p r i o r  p u b l l c a t i o a  teaches all the 

m a t e r i a l  e lements  of t h e  patent  i t  a l l e g e d l y  a n t i c $ p a t e s .  The p u b l i c a t i o n  

must meet a d i f f i c u l t  standard: 
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To a n t i c i p a t e  B p a t e n t ,  '[a] p r i o r  art r e f e r e n c e  must 
t i a c h  the v e r y  inwention o f  t h e  p a t e n t ' ,  ... o r  d i s c l o s e  
'a d e v i c e  s u b s t a n t i a l l y  i d e n t i c a l  t o  t h a t  c la imed under 
t h e  terms o f  the patent . '  F u r t h e r ,  "it m u s t  appear t h a t  
every  material ,  element of t h e  claim in q u e s t i o n  was 
d i s c l o s e d  by a single p r i o r  ar t  r e f e r e n c e , '  

. 
' G e n e r a l  B a t t e r y  Corp. ,v.  W u l d ,  545 F. Supp. 731, 740 (D. Del. 1982) 

( c i t a t i o n s  omit ted) .  

The Commission staff i n t e r p r e t s  claim 1 o f  t h e  patent - in -su i t  as 

d i s c l o s i n g  the fo l lowing  material f e a t u r e s :  (1)  a t r igger  p ivoted  above 

t h e  plunger rod;  (2) t r i g g e r - t o - d r i v e  g r i p  engagement o c c u r r i n g  abwe 

t h e  plunger rod;  and (3)  means f o r  f r i c t i o n a l l y  r e t a i n i n g  t h e  f irst  

s p r i n g  i n  t h e  spacing between t h e  f r o n t  wall and f i rs t  g r i p ,  above the 

plung e t  rod . . 
A s t u d y  o f  the L e c h l e r  s h e e t s  i n d i c a t e s  that t h e  drawings clearly 

i n c l u d e  t h e  f i r s t  two material f e a t u r e s  enumerated by t h e  Commission staff.  

(SX 29). It is uncontes ted  that t h e  s h e e t s  d i s c l o s e  a t r i g g e r  p i v o t e d  

above the plunger  rod. 

However, t h e  complainant would have one b e l i e v e  that t h e  L e c h l e r  

sheets do n o t  d i s c l o s e  adequately t h e  t r i g g e r - t o - d r i v e  g r i p  engagement 

o c c u r r i n g  abwe t h e  plunger  rod because  phantom l i n e s  appear on the drawings 

at t h e  p o i n t  of  tbe engagement. (Complainant's P o s t  Bear ing  R e b u t t a l  B r i e f ,  

at p. 20). N e v e r t h e l e s s ,  it i s  t h e  o p i n i o n  of t h e  p r e s i d i n g  o f f i c e r  t h a t  the 

l i n e s  t h a t  r e p r e s e n t  the t r i g g e r  and g r i p  plate at  t h e  p o i n t  of c o n t a c t  are 

drawn as dashes  s o l e l y  because the trigger and g r i p  plate  are not  a c t u a l l y  
.. 

v i s i b l e  through the housing of t h e  h a n d l e  from the ar t is t ' s  vantage  p o i n t .  

20. 



This interpretation i s  consistent w i t h  the written instructions which re- 

ference the trigger-grip plate  contact p o i n t .  The instruction t o  "oi l  here 

when necessary" (SX 29AA) would be unnecessary i f  the t r i g g e r  and g r i p  plate 

d i d  not come i n  cdntact. The text  of the drawing further makes reference 

to  the "contact surface between the operating lever gnd feed plate." Id.  

Consequently, the Lechler sheets d isc lose  the trigger-to-drive g r i p  engage-. 

ment that occurs above the plunger rod. 

- 

However, the Commission s t a f f ' s  assert ion that the Lechler drawing 

teaches the use o f  a spring mechanism must f a i l .  

do not disc lose  e i t h e r  the existence or placemenf of a spring. 

law s ta tes  that  the standard for lack of novelty i s  one o f  s t r i c t  identity.  

The Lechlcr drawings c lear ly  

The cetc 

"Unless a l l  the same elements are found i n  exactly the same situation and 

u n i t e d  i n  the same way t o  perform an ident ical  function i n  a single prior 

a r t  reference,  there i s  no anticipation."  General Battery v .  Could, 545 F .  

Supp.  a t  7 4 4 .  Accordingly, the absence o f  a spring i n  the Lechlcr drawing 

leads me to f i n d  that  the Lechler sheets do not ant ic ipate  the '112 patent. 

The s t a f f  seeks t o  overcome the absence o f  a spring i n  t h e  Lecbler 

drawings by arguing that a person w i t h  ordinary skill i n  the ar t  an 1976 

could have interpreted and supplemented the disclosed araterial features w i t h  

h i s  knowledge of the a r t  t o  a t t a i n  the teachings o f  the '112 patent. However, 

case law indicates that "the reference must contain ' w i t h i n  i t s  f w T  

corners,  adequate directions f o r  the pract ice  of the patent claim sought t;o 

be invalidated. "' General Battery v .  C o u l d ,  545 F. Supp at  764 ( c i ta t ions  

omitted). Additionally, "anticipation cannot be shorn by combining mote 
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than  one r e f e r e n c e  t o  show the elements  o f  t h e  claimed invent ion . "  1 

Chisum, supra at 53.02 ( c i t a t i o n s  omit ted) .  

look beyond the  bounds o f  t h e  p r i o r  p u b l i c a t i o n  t o  determine whether t h a t  

It t h e r e f o r e  is improper t o  

r e f e r e n c e  a n t i c i p a t e s  t h e  patent - in -su i t .  

Alternatively,  even a person w i t h  o r d i n a r y  s k i l l  i n  t h e  a r t  i n  1976 

could  n o t  read the Lechler sheets as disclosing t h e  e x i s t e n c e  o f  a f i rs t  

spr ing  abwe the  rod between t h e  f r o n t  wall and f i rs t  g r i p .  The p r i o r  

art r e f e r e n c e  must r e q u i r e  no lndependent exper imenta t ion  t o  practice t h e  

i n v e n t i o n ,  Genera l  B a t t e r y  V .  Gould, 545 F. Supp. at  744; Davey & Almy 

Chem. Co. V .  Mimex Co., 124 F.2d 986, 990 (2d Cir. 1942); a c c o r d i n g l y ,  one 

must u s e  o n l y  U s  knowledge of t h e  art  a t  that time t o  determine whether 

the L e c h l e r  drawings a n t i c i p a t e  the '112 paten&. 

t h e  s c o p e  and c o n t e n t  o f  the p r i o r  art and t h e  level of skill in t h e  art  

are i n c l u d e d ,  I n f r a  at  pp. 26, 33-34, w i t h i n  the d i s c u s s i o n  o f  o b r i o u s n e s s  

A detailed d i s c u s s i o n  o f  

- 
under 35 U.S.C. 5103. Bowever, a c u r s o r y  reading o f  t h e  p r i o r  art i n d i c a t e s  

t h a t  no caulk ing  gun u t i l i z e d  a f irst  spring l o c a t e d  abwe t h e  plunger  rod  

b e f o r e  complainant 's  invention.?' Consequent ly ,  t h e  g e n e r a l  knowledge 

o f  the art d i d  n o t  i n c l u d e  placement o f  the f i r s t  spring abwe the plunger  

r o d ,  and such a c o n c l u s i o n  could not  be reached without  independent experi- 

mentat ion.  

- 5/ The Commission i n v e s t i g a t i v e  a t t o r n e y  alleges t h a t  most of the p r i o r  
art r e f e r e n c e s  available i n  1976 d i s c l o s e  t h e  u s e  o f  a spring on t h e  
p lunger  r o d ,  and t h a t  such placement i s  e q u i v a l e n t  t o  p l a c e m e n F o f  t h e  
f i rs t  spring abwe t h e  plunger  rod.  (Br ief  o f  the Commission Investi- 
g a t i v e  Attorney on t h e  I s s u e s  o f  V i o l a t i o n  of 8337, pp. 12-21). To 
reach such a c o n c l u s i o n  at  the v e r y  least would r e q u i r e  use of o n e ' s  

- 
o m  i n v e n t i v e  s k i l l s ,  which is i n a p p r o p r i a t e  in an a n t i c i p a t i o n  a n a l y s i s .  
The s t a f f ' s  c o n t e n t i o n  i s  treated i n  t h e  obviousness  d i s c u s s i o n ,  
pp. 30-32, i n f r a .  - 
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The complainant alleges further differences between t h e  Lechler 

sheets and the '112 invention. Specifically, the LecNer dravings 

indicate the placeneat of a rivet where the trigger meets the handle, 

which serves as a restraining 14eans so that the trigger cannot parr 

beyond that p o i n t  t o  extend f u l l y  t o  touch the b u t t  cap .  

Tr .  628). The '112 patent discloses a trigger that 1s exteaded t o  

the butt cap and i s  uot restrained by a rLvet. 

This additlonal, tangible difference between the llnventieu aad the prior 

art further reinforces my dstemdnation that the Lechla~ Shaetr do not 

anticipaee the '112 patent. 1 Chisun, supra at 03.02; Del Mar Eag. Lab, 

( C h m g ,  

(CX 1; m a g ,  Tr. 629). 

V .  Physio-Trooics, ILIC., 642 f . 2 d  1167, 1172 (9th Cir. 1981). 

For the reasons stared abwe, 1 f i n d  that the Lechlar sheet8 do uof 

discLose each and every element of t h e  '112 patent. AqcordLqly, the 

suit patent i s  uot iwalid as anticipated by the 1974 Lachlat inrtruct$oa 

sheets. 
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6/  Nonobviousness - 35 U.S.C. 510% 

Under 35 U.S.C. 5103, a p a t e n t  may not  be obta ined  i f  the d i f f e r e n c e s  

between t h e  s u b j e c t  m a t t e r  sought t o  be patented and t h e  p r i o r  art are such  

that t h e  s u b j e c t  ‘matter as a whole should have been obvious a t  t h e  time o f  

the i n v e n t i o n  t o  a person having o r d i n a r y  s k i l l  i n  t h e  art  t o  which said 

sub j  ect m a t t e r  p e r t a i n s  . 
the scope  and c o n t e n t  o f  the p r i o r  art are t o  be determined;  d i f f e r e n c e s  

In applying t h i s  s t a t u t o r y  test  of nonotw i o u s n e s s  , 

between t h e  p r i o r  art  and t h e  ciaims a t  i s s u e  are t o  be a s c e r t a i n e d ;  and 

t h e  level o f  ski l l  i n  the p e r t i n e n t  art reso lved .  Secondary f a c t o r s ,  such 

as qoumgrcial s u c c e s s ,  long felt  but  unsolved needs ,  and f a i l u r e  by o t h e r s  

msy be c o n s i d e r e d  as i n d i c i a  of obviousness  o r  nonobwiousnes. Graham v . 
John Deere, Co., 383 U.S. 1 (1966). 

Y b  1 

. 
While p r o o f  o f  a n t i c i p a t i o n  r e q u i r e s  t h a t  a single r e f e r e n c e  d i s c l o s e  

t o  one df: o r d i n i r y  s k i l l  i n  the art each o f  t h e  material claimed f e a t u r e s  

o f  t h e  c h a l l e n g e d  i n v e n t i o n ,  proof  of o l x i o u s n e s s  i s  based upon “what t h e  

combined t e a c h i n g s  o f  the r e f e r e n c e s  would have suggested t o  t h o s e  of 

o r d i n a r y  s k i l l  i n  t h e  ar t .”  I n  re Keller ,  208 U.S.P.Q. 871, 881 (C.C.P.A. 

1981). Thus,  as Judge Rich  observed i n  In re Winslow, 365 F.2d 1017, 1020 

(CCPA 1966): 

[ T l h e  proper  way t o  apply t h e  103 obviousness  test . . . is  t o  
f i r s t  p i c t u r e  t h e  inwentor as working i n  h i s  shop w i t h  t h e  
p r i o r  ar t  references-which he is presumed t o  know-hanging 
on t h e  walls around him. 

- 6/ 35 U.S.C. 5103 provides  as f o l l o w s :  

A p a t e n t  may n o t  be obta ined  though t h e  i n v e n t i o n  i s  n o t  i d e n t i c a l l y  
d i s c l o s e d  o r  described as set f o r t h  i n  s e c t i o n  102 of t h i s  t i t l e ,  
if t h e  d i f f e r e n c e s  betweqn the s u b j e c t  matter sought t o  be patented 
and the p r i o r  ar t  are such tha,c t h e  subject  matter as a whole would 
have been o b ~ i o u s  a t  the time the irntent ion was made t o  a person 
Wing ordinary  s k i l l  i n  the art t o  which said s u b j e c t  matter 
p e r t a i n s .  P a t e p t a b i l i t y  sha l l  not  be negat ived  by the manner 
i n  which the i n v e n t i o n  was made. . 
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As p r e v i o u s l y  s t a t e d ,  t h e  ’ 1 1 2  p a t e n t  i s s u e d  t o  P e t e r  J. Y. Chang on 

March 28, 1978, from a n  a p p l i c a t i o n  f i l e d  on O c t o b e r  12, 1976. (CX 1). 

C l a i m  1 i s  t h e  o n l y  independent claim of t h e  s u b j e c t  patent,  ana contains 

t h e  f o l l o w i n g  elements: 

1. Io a c a u l k i n g  gun having a frame, a p l u n g e r  
i n c l u d i n g  a p l u n g e r  shaft f o r  f o r w a r d l y  * u r g i n g  
c a u l k i n g  material, p l u n g e r  d r i v i n g  means i n c l u d i n g :  
a h a n d l e ,  a t r i g g e r  p i v o t e d  t o  t h e  h a n d l e ,  a f i rs t  
g r i p  and f i r s t  s p r i n g ,  t h e  f i r s t  g r i p  b i a s e d  by t h e  
f i rs t  s p r i n g  and o p e r a b l e  through t h e  t r i g g e r  for 
advancing t h e  p l u n g e r ,  p l u n g e r - p r e s s u r e  retaining 
means i n c l u d i n g  a second g r i p  and second s p r i n g ,  
t h e  second g r i p  b i a s e d  by t h e  second s p r i n g  and 
having a p o r t i o n  o p e r a b l e  f o r  r e l e a s i n g  p l u n g e r  
p r e s s u r e ,  and t h e  p l u n g e r  having means t h e r e o n  for 
manually r e t r a c t i n g  t h e  p l u n g e r ,  t h e  imprwemeaf 
compris ing:  
t h e  handle  t h e  p l u n g e r  s h a f t  and p r o t r u d i n g  up- 
wardly beyond t h e  p l u n g e r  shaft t o  a loctioa 
p r o x i m a t e  t h e  upper p o r t i o n  o f  t h e  f r a m e ,  t h e  
trigger e x t e n d i n g  upwardly i n  t h e  handle  t o  a 
t r i g g e r  p i v o t  l o c a t e d  abwe t h e  plunger  shaft, 
a p o r t i o n  o f  t h e  t r i g g e r  a b w e  t h e  p i v o t  o p e r a t i v e l y  
c o n t a c t i n g  s a i d  f i r s t  g r i p  upward p r o t r u s i o t a ,  s a l d  
f i r s t  s p r i n g  o p p o s i t e l y  b i a s i n g  s a i d  t r i g g e r  o p e r a t i v e  
engagement,  t h e  handle  having a forward wall, t h e  
f i r s t  s p r i n g  being a compression s p r i n g ,  and means 
f o r  f r i c t i o n a l l y  retaining t h e  f i r s t  s p r i n g  i n  t h e  
s p a c i n g  between t h e  f o r v a r d  wall and t h e  f irst  g r i p ,  
a b w  e t h e  p l u n g e r  s h a f t .  

t h e  f irst  g r i p  encircliag w i t h i n  

The ’ 112 p a t e n t  c o n t a i n s  sev era1 maj o r  imprw ements cw er p r e v i o u s  

caul’king g u n s ,  Claim 1 of t h e  p a t e n t  d i s c l o s e s  a t r i g g e r  lever p i v o t e d  

a b w e  t h e  p l u n g e r  rod that c o n t a c t s  t h e  g r i p p i n g  p l a t e  abave t h e  p l u n g e r  

r o d  so as t o  p r o v i d e  g r e a t e r  t r i g g e r  leverage t h a n  t h a t  a c h i e v e d  i n  p r i o r  

art d e v i c e s .  I n  a d d i t i o n ,  claims 1 and 5 provide f o r  a f i r s t  s p r i n g  

f r i c t i o n a l l y  r e t a i n e d  a b w e  the p l u n g e r  rod between t h e  forward wall and 

t h e  f i r s t  g r i p .  C l a i m  2 d i s c l o s e s  a second s p r i n g  and second g r i p  e n c l o s e d  

w i t h i n  the h a n d l e ,  w i t h  o n l y  a manual re lease  l e v e r  and end of the plunger  

r o c  protruding beyond t h e  handle .  The F m e n t i o n  has t h e  advantages  o f  

e f f i c i e n c y ,  d u r a b i l i t y ,  ease o f  a s s e m b l y ,  and economy o f  f a b r i c a t i o n .  



The Commission i n v e s t i g a t i v e  a t t o r n e y  a l l e g e s  t h a t  t h e  '112 patent  i s  

i n v a l i d  as otwious i n  l i g h t  o f  the p r i o r  art r e f e r e n c e s  o f  t h e  L e c h l e r  

s h e e t s  viewed i n  c o n j u n c t i o n  w i t h  t h e  Beyer  & Otto  p a t e n t  (SX 40). 

(a) Scope and Content o f  t h e  P r i o r  A r t  

The s p e c i f i c a t i o n s  o f  t h e  '112 p a t e n t  state t h a t  t h e  i r w e n t i o o  

d e s c r i b e d  t h e r e i n  "relates g e n e r a l l y  t o  tools and speci f ica l ly  t o  manually 

powered caulk lng  guns." (CX 1 ,  col. 1 ,  1. 3-4). Complainant's p a t e n t  

e x p e r t  tes t i f ied that t h e  p e r t i n e n t  art " p e r t a i n s  t o  d ispens ing  guns 

manually operated  o f  t h e  caulking gun t y p e , "  which i n c l u d e s  o t h e r  guns used 

t o  d i s p e n s e  "materials o t h e r  t h a n  c a u l k  b u t  of t h e  same g e n e r a l  c o n s i s t e n c y . "  

(Witherspoon,  Tr .  551). The p r i o r  ar t  cons idered  p e r t i n e n t  f o r  t h e  purposes 

o f  t h i s  i n v e s t i g a t i o n  i s  comprised o f  t h e  f ive  r e f e r e n c e s  c i ted by the 

examiner of t h e  '112 p a t e n t  d e t a i l e d  below (CX 39-43), as well as r e f e r e n c e s  

n o t  c i t e d  by t h e  examiner ,  inc luding  U.S. L e t t e r s  P a t e n t  No. 4,072,254 

(Cox) (SX 32); U.S. Letters P a t e n t  No. 3,311,265 (Creighton)  (SX 31); U.S. 

L e t t e r s  P a t e n t  No. 3,894,663 (Carhart) (SX 35); t h e  Beyer h O t t o  p a t e n t  (SX 

40); and t h e  L e c h l e r  sheets (SX 29). 

( b )  D i f f e r e n c e s  between the '112  I n v e n t i o n  and t h e  P r i o r  A r t  

U.S. L e t t e r s  P a t e n t  No. 1,986,166 i s s u e d  t o  F. K. Schneider  on 

January 1 ,  1935. (CX 39). It d e s c r i b e s  a d e v i c e  f o r  d ispens ing  p l a s t i c  

material i n  which t h e  s t r o k e  o f  the p lunger  can be v a r i e d  t o  c o n t r o l  t h e  

q u a n t i t y  of the material e j e c t e d  and the p r e s s u r e  t o  be a p p l i e d .  The '166 

p a t e n t  di f fers  from the p a t e n t - i n - s u i t  I n  t h a t  i t  d i s c l o s e s  a t r i g g e r  
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pivoted  below t h e  plunger  rod ;  two springs, one b e f o r e  and one behind the 

t r i g g e r ,  b o t h  l o c a t e d  on t h e  plunger  rod;  and outboard rearwardly mounted 

plunger release. (CX 1 ,  39). This p a t e n t  was cited a8 a r e f e r e n c e  during 
4 

t h e  p r o s e c u t i o n  o f  the '112 p a t e n t ,  and t h e  p a t e n t  e x a a l n e r  d i d  not  f i n d  

t h e  '112 p a t e n t  t o  be obr ious  i n  l i g h t  o f  Schneider .  (CX 1). 

U.S. Letters P a t e n t  No, 2,530,359 i s s u e d  t o  W. P. Peterson  on Nwember 

14, 1950, and d e s c r i b e s  an o p e r a t i n g  mechanism f o r  p lungers  o f  caulking 

guns. (CX 4 0 ) .  The '359 p a t e n t  d i f fers  from t h e  '112 p a t e n t  i n  t h a t  

P e t e r s o a  d i s c l o s e s  a tr igger p i v o t  below t h e  plunger  rod; a release mechanism 

l o c a t e d  11% f r o n t  of t h e  t r i g g e r  t h a t  protrudes  from the bottom of the handle; 

aad two springs, one l o c a t e d  QU t h e  plunger  rod between t h e  b u t t  cap and 

release l e v e r ,  and the second s p r i n g  l o c a t e d  on t h e  rod between the release 

l e v e r  and t h e  trigger g r i p  plate.  (CX 1 ,  4 0 ) .  The p a t e n t  examiner cited 

P e t e r r o a  as a r e f e r e n c e  during t h e  p r o s e c u t i o n  of t h e  '112 p a t e n t ,  but  

f a i l e d  t o  f i n d  t h e  '112 p a t e n t  o b i o u s  i n  l i g h t  o f  Pe terson .  (CX 1). 

U.S. k t t e r s  P a t e n t  No. 2,561,825 i s s u e d  t o  W .  A. Sherbondy on Ju ly  , 

24, 1951, and d e a c r i b e s  a d ispens ing  d e v i c e  f o r  caulking m a t e r i a l  and the 

l ike .  (CX 41). The Sherbondy p a t e n t  differs from the  s u b j e c t  patent  ln 

that Sherbondy d i s c l o s e s  a trigger pivoted  below t h e  plunger  rod ,  two 

springs l o c a t e d  on t h e  r o d ,  and a plunger  rod release mechsnism having 

a s u b s t a n t i a l l y  h o r i z o n t a l  c o n t r o l  l e v e r  above t h e  plunger  rod. (CX 1, 41) .  

Sherbondy was cited as a p r i o r  a r t  r e f e r e n c e  by t h e  pateat examiner,  but 

did'  n o t  prec lude  i s s u e  of the ' 112 patent  on the b a s i s  of otuiousness .  
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U.S. Letters P a t e n t  Na. 4 , 0 0 9 , 8 0 4  i s s u e d  t o  C. B. Costa  on March 1 ,  

1977 ,  and d e s c r i b e d  an a n t i - d r o o l  e x t r u s i o n  d e v i c e  t h a t  i n s t a n t a n e o u s l y  

r e l i e v e s  the p r e s s u r e  upon t h e  caulking compound by al lowing rearward 

motion o f  t h e  dog-gripped rod u n t i l  t h e  r e s i d u a l  expansion f o r c e  i n  t h e  

m a t e r i a l  i s  balanced by t h e  t e n s i o n  on t h e  f i rs t  s p r i n g .  (CX 42).  The 

Costa p a t e n t  differs primarily from t h e  ' 1 1 2  p a t e n t  i n  t h a t  Costa  d i s -  

closes a trigger p ivoted  below t h e  plunger  r o d ,  and that i t s  two spr ings  

are l o c a t e d  on t h e  plunger rod. The p a t e n t  examiner c i t e d  

Costa i n  t h e  p r o s e c u t i o n  of t h e ' l l 2  p a t e n t ,  and r e j e c t e d  o r i g i n a l  claims 

1-5 of t h e  '112 p a t e n t ,  s t a t i n g  t h a t  it was o b r i o u s  t o  provide f o r  a 

manually releasable second g r i p  element as taught by Costa. 

The p a t e n t  examiner approved t h e  claims of  t h e  '112  p a t e n t  as amended. 

(CX 1 ,  42). 

(CX 38).  

The final r e f e r e n c e  c i t e d  by t h e  p a t e n t  examiner i n  t h e  prosecut ioo  

o f  t h e  '112  p a t e n t  Fs t h e  A u s t r a l i a n  P a t e n t  No. 2 1 7 , 8 9 4 ,  which i ssued t o  

P. C. Cox gn September 1 8 ,  1958. (CX 43).  The ' 894  p a t e n t  d i s c l o s e s  

improvements i n  step-by-step mechanisms, which u t i l i z e  two o r  more 

t h r u s t  plates i n  c o n t a c t  v i t h  one another  around t h e  rod,  and a t r i g g e r  

mounted on a fixed p i v o t  abave t h e  plunger  rod. (CX 43). The A u s t r a l i a n  

p a t e n t  d i f f e r s  p r i m a r i l y .  from t h e  patent - in -su i t  because  it d i s c l o s e s  

springs l o c a t e d  on t h e  plunger r o d ,  c o n t a i n s  a release mechanism similar 

to t h e  release mechanism i n  t h e  Schneider  p a t e n t ,  and has  two t r i g g e r  

p i v o t  p o i n t s  which seme d i f f e r e n t  purposes.  (Witherspoon, Tr.  539-40; 

.. cx 1 ,  43) .  

The p a t e n t  examiner r e j e c t e d  o r i g i n a l  c la ims  1-5 o f  t h e  '112  p a t e n t  as 

obvfous i n  l i g h t  o f  t h e  A u s t r a l i a n  ' 894  p a t e n t  (CX 3 8 ) ,  but approved t h e  

claims o f  t h e  '112  p a t e n t  as amended. In approving t h e  s u i t  patent ' s  
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amended c l a i m s ,  the p a t e n t  examiner a p p a r e n t l y  was persuaded by t h e  Remarks 

t o  t h e  Amendment, which state t h a t  "[ the A u s t r a l i a n  p a t e n t ]  doeg n o t  t e a c h  

c o n t a c t  o f  the ' p o r t i o n  o f  the tr igger  a b w e  t h e  p f v o t '  c o n t a c t i n g  t h e  

g r i p ,  b u t  i n s t e a d  teaches u s e  o f  an extra, p i v o t a l  s t r u c t u r e . . , w h i c h  

e v i d e n t l y  recesses i n t o  one o f  t h e  g r i p  plates... a t  t h e  free end,"  and 

does n o t  teach or s u g g e s t  " A p p l i c a n t ' s  unique spring r e t e n t i o n  and locat fon. '  

(CX 38; Witherspoon,  T r .  539-40). 

The Commission inv e s t l g a t i v e  a t t o r n e y  alleges t h a t  eeveral p a t e n t s  n o t  

b e f o r e  the  p a t e n t  examiner  during t h e  p r o s e c u t i o n  of t h e  '112 p a t e n t  are 

more p e r t i n e n t  t h a n  t h e  p r i o r  ar t  o u t l i n e d  abwe i n  d e e a n a i n l o g  whether 

t h e  '112 p a t e n t  i s  i n v a l i d  under 35 U.S.C. 9103, 

U.S. Letters P a t e n t  No. 4,072,254 i s s u e d  t o  J. P, Cox on February 7 ,  

1978, and describes a gun f o r  d i s p e n s i n g  v i s c o u s  m a t e r i a l  that could be 

manufactured i n  a more economical  manner t h a n  p r e v i o u s  guns. 

U.S. Cox p a t e n t  d i f f e r s  pr imar i ly  f r o m  the '112 p a t e n t  because  i t s  trigger 

pivots below t h e  p l u n g e r  r o d ,  i t s  second spring and manual relearre mechanism 

are rearvardly mounted outs ide  of the h a n d l e ,  and a l l  springs are l o c a t e d  

on t h e  p l u n g e r  rod.  (CX 1 ,  SX 32). Ln l i g h t  of the a f o r e m e n t i o n e d  

d i f f e r e n c e s ,  i t  appears t h a t  t h e  '254 p a t e n t  i s  no more p e r t i n e n t  t h a n  the 

(SX 32) .  The 

p r i o r  ar t  c o n s i d e r e d  by t h e  p a t e n t  examiner.  

U.S. Letters P a t e n t  No. 3,311,265 i s s u e d  t o  A. M. C r e i g h t o n ,  Jr. on 

March 28, 1967, and describes a d o u b l e - b a r r e l l e d  d i s p e n s i n g  gun that  i s  
- 

i n t e n d e d  t o  d i s p e n s e  s i m u l t a n e o u s l y  epoxy r e s i n  and h a r d e n e r s ,  (SX 31). 

The C r e i g h t o n  gun d i s c l o s e s  a t r i g g e r  p i v o t e d  below the lower p l u n g e r  r o d ,  

two springs located on the  plunger  r o d ,  and the second spring and manual 
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release mechanism l o c a t e d  o u t s i d e  and behind t h e  handle. (CX 1, SX 31). 

These  f e a t u r e s  d i f f e r  markedly from t h e  '112 p a t e n t ;  consequent ly ,  the  

'265 p a t e n t  i s  no more p e r t i n e n t  than  t h e  p r i o r  art  r e f e r e n c e s  c i t e d  

during t h e  p r o s e c u t i o n  o f  t h e  '112 p a t e n t .  

U.S. Letters P a t e n t  No. 3,894,663 i s s u e d  on J u l y  15, 1975 t o  G. R. 

Carhar t  et  al., and d i s c l o s e s  a m u l t i p l e  dose  p a s t e  d i s p e n s e r ,  which is 

a r a t c h e t  c a u l k i n g  gun. 

Carhar t  gun d i s c l o s e s  a t r i g g e r  p i v o t e d  below t h e  plunger  r o d ,  no s p r i n g s ,  

and no manual release mechanism. (Id.). 

p e t t i n e n t  than  t h e  art  p r e v i o u s l y  cons idered .  

(SX 35). In a d d i t i o n  t o  t h e  r a t c h e t e d  rod ,  t h e  

The Carhar t  p a t e n t  i s  no more - 

German P a t e n t  No. 1,968,819 i s s u e d  t o  Beyer  C O t t o  on September 21, 

1967, and d e s c r i b e s  a caulk ing  g w  t h a t  d i s c l o s e s  a t r i g g e r  pivoted below 

the plunger  r o d ,  tu0 s p r i n g s  l o c a t e d  on t h e  p lunger  r o d ,  and a manually 

operated  rdemse medtaPism t h a t  beg ins  w i t h i n  t h e  handle  then  p r o t m d s s  

outwardly t o  t h e  rear o f  t h e  t r i g g e r  and handle .  (SX 4 0 ) .  The Beyer h 

O t t o  p a t e n t  i s  more p e r t i n e n t  than  t h e  C o s t a  o r  P e t e r s o n  p a t e n t s  c i t e d  by 

t h e  p a t e n t  e x a d n e r  f o r  t h e  l i m i t e d  purpose o f  d i s c l o s i n g  a manually 

operated  release mechanism similar t o  t h e  release mechanism d i s c l o s e d  i n  

claim 2 of t h e  '112 p a t e n t ,  but g e n e r a l l y  i s  n o t  more p e r t i n e n t  than the 

r e f e r e n c e s  c i t e d  by t h e  examiner because  i t  d i s c l o s e s  s p r i n g s  l o c a t e d  only 

on t h e  plunger  rod. 

F i n a l l y ,  t h e  Commission i n v e s t i g a t i v e  a t t o r n e y  a l l e g e s  t h a t  the  ' 112 

p a t e n t  i s  rendered i n v a l i d  as o b r i o u s  i n  l i g h t  of t h e  i n s t r u c t i o n  s h e e t s ,  
- 

which were d i s t r i b u t e d  wi th  t h e  Lechler c a u l k i n g  guns s o l d  in Germany i n  

1974. As documents publ ished p r i o r  t o  t h e  d a t e  of t h e  '112 invent ion ,  t h e  
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Lechler s h e e t s  are cons idered  p r i o r  art f o r  t h e  purpose of determining t h e  

v a l i d i t y  o f  t h e  ‘112 p a t e n t .  - S e e  s u p r a ,  pp. 18-19. 2 D. Chisum, P a t e n t s  

The Lechler s h e e t s  d i s c l o s e  a c a u l k i n g  gun w i t h  a trigger pivoted 

a b w e  the plunger  r o d ,  and a clamp lever t h a t  nreleases t h e  push rod so 

that no more compound can  be forced  o u t , n  when t h e  clamp lever i s  moved a 

s h o r t  d i s t a n c e .  (SX 29AA). The L e c h l e r  drawings d i f f e r  from t h e  s u i t  

p a t e n t  i n  t h r e e  r e s p e c t s :  t h a t  no s p r i n g s  or d r i v i n g  maus are d i s c l o s e d ;  

t h a t  a r ivet ,  l o c a t e d  where t h e  t r i g g e r  f irst  c o n t a c t s  t h e  bottom o f  t h e  

handle ,  prevents  t h e  t r i g g e r  from extending  so t h a t  t h e  t r i g g e r  does n o t  

come in contact w i t h  t h e  b u t t  c a p ;  and,  that t h e  ‘clamp l e v e r ”  release 

u~echaniem protrudes  above t h e  handle  and must be pressed  a s h o r t  d i s t a n c e  

in a d i r e c t i o n  o p p o s i t e  t h e  d i r e c t i o n  i n  which t h e  ‘112 p a t e n t ’ s  release 

l e v e r  i s  pressed  t o  release t h e  plunger  rod. (Chang, Tr .  625-33; CX 1 ,  

SX 29A-G)a 

It is t h e  c o n t e n t i o n  o f  t h e  Commission i m e s t i g a t i v e  a t t o r n e y  t h a t  

a reading of t h e  Lechler drawing would d i s c l o s e  t h e  use  o f  s p r i n g s  t o  one 

s k i l l e d  i n  t h e  art. All of t h e  r e f e r e n c e s  t o  smooth-rod caulking guns 

d i s c u s s e d  a b w e  d i s c l o s e  t h e  u s e  of an arrangement of spr ings .  

SX 3 1 ,  32, 4 0 ) .  It i s  c o n c e i v a b l e  t h a t  one s k i l l e d  i n  t h e  art would 

infer t h a f  t h e  L e c h l e r  caulk ing  gun u t i l i z e d  a s p r i n g  d r i v i n g  mechanism. 

(CX 39-43; 

The CornsnAssion i n v e s t i g a t i v e  a t t o r n e y  n e x t  hypothes tzes  t h a t  one 

s k i l l e d  i n  t h e  art would i n f e r  f n  t h e  L e c h l e t  drawing placement of  the  

first spr ing  a b w e  t h e  plunger rod. 

conc lus ion .  The h y p o t h e t i c a l  lmr encot, s i t t l n g  in this  workshop surroundel  

by :he p e r t i n e n t  arc, WOULC see Zna: every  p r i o r  6:: refereEcE tC S C l O O Z h  

No evidence  o f  r e c o r d  supports  t h i s  



rod caulk ing  guns utilizes s p r i n g s  l o c a t e d  on t h e  plunger rod. 

SX 31, 32, 40). Iodeed,  t h e  r e c o r d  i n d i c a t e s  t h a t  Mr. Chang, one who was 

(CX 39-43; - 

s k i l l e d  CMd p r a c t i c e d  i n  t h e  art at the  p e r t i n e n t  time, experimented b e f o r e  

he  a r r i v e d  at t h e  i d e a  o f  p lac ing  t h e  f irst spring above t h e  rod. 

(F indings  o f  F a c t  37, 38). 

To wercome t h e  lack of evidence  t h a t  would support  an i n f e r e n c e  t h a t  

t h e  f irst  spr ing  i s  l o c a t e d  a b w e  t h e  plunger  rod i n  t h e  Lechler drawlng, 

t h e  C o d s s i o n  staff argues  t h a t  whether t h e  spr ing  i s  l o c a t e d  on o r  above 

t h e  plunger  rod  i s  unimportant because  placement of t h e  spring on t h e  r o d  

is e q u i v a l e n t  t o  placemeat  above t h e  rod. 

g a t l v e  At torney  a t  pp. 18-21). 

- 
( B r i e f  o f  t h e  Cormnission Investi- - 

The s taf f  b a s e s  i t s  a l l e g a t i o n  o f  equivalency 

on complainant 's  assertion that t h e  UMAC gun, a m o t h  rod caulk ing  gun w i t h  

t h e  f i r s t  s p r i n g  l o c a t e d  on t h e  plunger  r o d ,  i n f r i n g e s  t h e  '112 patent .  

(CX 80, 81; SPX 2). It is  t h e  o p i n i o n  o f  t h e  pres id ing  officer t h a t  smooth 

rod caulk ing  guns t h a t  lack a f irst  spr ing  l o c a t e d  a b w e  t h e  plunger r o d  do 

not infringe t h e  '112 patent .  S e e  pp. 37-39, infra. - 
Motewer, t h e  staff 's a s s e r t i o n  t h a t  placement o f  t h e  first spring on 

t h e  plunger  rod  i s  e q u i v a l e n t  t o  placement a b w e  t h e  rod i s  c o n t r a d i c t e d  

by t h e  g t o s e c u t i o n  hitstory. The p a t e n t  examiner r e j e c t e d  o r i g i n a l  claims 

1-5 o f  t h e  '112 p a t e n t  on t h e  b a s i s  t h a t  placement of t h e  first spring 

between t h e  b u t t  cap and g r i p  p l a t e  was o b i o u s  in l i g h t  o f  t h e  A u s t r a l i a n  

Cox patent .  (CX 38). However, t h e  p a t e n t  examiner allowed t h e  s u i t  p a t e n t  

when t h e  c l a i m s  were amended t o  show placement of t h e  f irst  spr ing  "in t h e  

spacing between t h e  forward wall - and the f i rs t  g r i p ,  above t h e  plunger 

s h a f t . "  (CX 1, 38, emphasis added). - 
Based upon t h e  a r g u w n t e  o u t l i n e d  a b w e ,  i t  i s  my conc lus ion  t h a t  t h e  

Lechler drawings would n o t  d i s c l o s e  t h e  placement o f  a f i r s t  spring a b w e  

the plunger  rod t o  one sk i l l ed  in t h e  a r t ;  consequent ly ,  t h e  L e c h l e r  s h e e t s  

do not  render  t h e  ' 1 1 2  invent ion  o'wious.  



(c) L e v e l  of Ordinary Skill in the A r t  

The parties disagree on the type of e r i d e n c e  n e c e s s a r y  t o  prwe what 

c o n s t i t u t e s  t h e  level of ordinary  sU11 i n  the r e l e v a n t  art. The complainant 

a l l e g e s  t h a t  expert tes t imony is r e q u i r e d  t o  e s t a b l i s h  whether an i n v e n t i o n  

i s  i n h e r e n t l y  d i s c l o s e d  i n  t h e  p r i o r  a r t ,  citing C e r t a i n  H u l t i c e l l u l a r  

Plastic F i l m ,  Xnv. NO. 337-TA-54, CD at  13 (1979) .  The complainant 's  expert 

test i f ied at  t r ia l  t h a t  t h e  b e l  of s k i l l  i n  t h e  art p e r t a i n i n g  t o  "dis-  

pensing guns manually operated  of the caulking gun type" i s  n o t  of t h e  

level pertaining t o  high technology  products ,  but  i s  "not 8s low as oue 

might tend t o  conclude from an  i n i t i a l ,  f i r s t  b lush  h p r e s s l o u . "  

spoon,  T r .  551-52).  

(Wither- 

The Commission staff  asserts t h a t  a r e c e n t  holding of t h e  Court  of 

Appeals f o r  the Federal Circuit stated that n e i t h e r  a specific f inding 

of a p a r t i c u l a r  level o f  s k i l l  nor expert test imony is n e c e s s a r y  where 

" t h e  p r i o r  art i t se l f  ref lects  an  a p p r o p r i a t e  level and a need for  such 

expert test imony has n o t  been shown." Chore-Time Equip. ,  Inc, V .  Cumbetland 

Corp. ,  713 F.2d 774, 779 (Fed. C i r .  1983). As t h e  CommFssion's appellate - 
c o u r t ,  t h e  Federal Circuit 's  holding in Chore-Time c o n t r o l s ,  t o  the  e x t e n t  

t h a t  t h e  language o f  the holding is a p p l i c a b l e  t o  the  p r e s e n t  i rnres t iga t ion .  

It i s  t h e  opin ion  o f  t h e  pres id ing  o f f i c e r  t h a t  t h e  p r i o r  art itself  

reflects a r e l a t i v e l y  low level of s k i l l ,  and t h a t  expert test imony i s  n o t  

n e c e s s a r y  t o  determine t h e  a p p r o p r i a t e  l e v e l  o f  ordlnary  skill € o r  t h e  

purpose o f  an o h i o u s n e s s  a n a l y s i s .  
- 

The level o f  ordinary s k i l l  l n  the art u s u a l l y  is determined "by 

referzing t o  the s u b j e c t i v e  r e a c t i o n  o f  a person thoroughly familiar w i t h  
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t h e  p a r t i c u l a r  a r t ,  a n d ,  i f  p o s s i b l e ,  o n e  who p r a c t i c e d  the a r t  a t  t h e  

crucial t i m e  i n  q u e s t i o n . "  2 Chisum, s u p r a  a t  55.03[4]; Malsbary  Mfg. eo. 

V .  A l d ,  I n c . ,  4 4 7  F.2d 809, 811; 171  U.S.P.Q. 7 ,  8 ( 7 t h  Cir. 1971); Reynolds 

Metal Co. v. C o n t i n e n t a l  Group, I n c . ,  5 2 5  F.  Supp. 950, 969; 2 1 0  U.S.P.Q.  

911, 9 2 7  (N.D. Ill.  1981). 

The r e c o r d  c o n t a i n s  t e s t i m o n y  by M r .  .Chang, who i s  t h o r o u g h l y  familiar 

w i t h  t h e  p a r t i c u l a r  a r t ,  and practiced t h e  a r t  a t  t h e  c r u c i a l  time i n  

q u e s t i o n .  ( F i n d i n g s  of Fact 3 6 - 4 1 ) .  The  r e c o r d  shows t h a t  a l t h o u g h  M r .  

Chang does n o t  h a v e  a n  e n g i n e e r i n g  d e g r e e ,  h e  had r e s e a r c h e d  and manufactured 

c a u l k i n g  guns for several y e a r s  p r i o r  t o  t h e  ' 1 1 2  i n v e n t i o n .  (Id.) - His t e s t i m o n y  

detai ls  h i s  i d e n t i f i c a t i o n  o f  t h e  excess e x t r u s i o n  problems w i t h  ratchet g u n s ,  

and the p l u n g e r  rod s l i p p a g e  problems w i t h  t h e  p r i o r  a r t  smooth rod c a u l k i n g  

guns. (Chang, T r .  201-12) .  No s o l u t i o n  was a p p a r e n t  t o  him based on h i s  k n o w  

ledge o f  t h e  ar t  a t  t h a t  time. 

It i s  n o t  clear t h a t  t h o s e  s k i l l e d  i n  t h e  a r t  would h a v e  found t h e  

development of t h e  '112 i n v e n t i o n  and i t s  r e s u l t s  o b v i o u s ,  i n  l i g h t  o f  t h e  

o b s t a c l e s  e n c o u n t e r e d  and surmounted by Mr. Chang i n  d e s i g n i n g  h i s  improved 

c a u l k i n g  gun. The Commission s t a f f  p r e s e n t s  o n l y  p e r s o n a l  c o n j e c t u r e ,  n o t  

t e s t i m o n y  o f  one s k i l l e d  i n  t h e  a r t ,  t o  c o n t r a d i c t  M r .  Chang. 

A c c o r d i n g l y ,  I f i n d  that  the l e v e l  o f  s k i l l  i n  the p e r t i n e n t  a r t  

i s  r e l a t i v e l y  low, b u t  requires one  t o  b e  t h o r o u g h l y  famil iar  w i t h  t h e  a r t ,  

and t o  h a v e  practiced t h e  ar t  as o f  1976. 
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(d) Secondary F a c t o r s  

The r o l e  o f  t h e  so-ca l led  secondary f a c t o r s ,  a r t i c u l a t e d  in 

Grahamv. John Deere, 383 U.S. a t  1 ,  in the f a c t f i n d e r ' s  determinat ion 

o f  otwiousness has been s u b j e c t  t o  differing i n t e r p r e t a t i o n s  by t h e  courts .  

2 Chisum, supra at  25.05. The p r e f e r r e d v i e w  appears t o  be t h a t  t h e s e  

secondary c o n s i d e r a t i o n s  are always r e l e v a n t  t o  the  q u e s t i o n  o f  o b i o u s n e s s ,  

but must be e x d n e d  wi th  care t o  determine t h e i r  probat ive  v a l u e  i n  a 

p a r t i c u l a r  case. E. at 5-238 and cases cited t h e r e i n .  

Under Grabamv,  John Deere, secondary f a c t o r s  inc lude  commercial 

s u c c e s s ,  10% f e l t  but unsolved needs,  and f a i l u r e  o f  others .  383 U.S. a t  

L, 148 U.S.P.Q. a t  4 6 7 .  In t h e  present  i n v e s t i g a t i o n ,  these f a c t o r s  are 

ROC h e l p f u l  in reaching a determinat ion o f  obviousness o r  nonobviousness. 

The f a c t o r  of commercial success  provides a.basis f o r  inferring non- 

obwiousness only  when success  I s  a t t r i b u t a b l e  t o  the f e a t u r e  t h a t  i s  the 

s u b j e c t  of t h e  patent  claim. 2 Chisum, supra at  §5 .05 (2 ] ;  Marconi Wireless 

Tel. Co. V .  U.S., 320 U.S. 1 (1943) .  Although the record  conta ins  evidence 

t h a t  the Chang smooth-rod caulking gun achiwed s u c c e s s  i n  t h e  marbtplace, 

- 

o s t e n s i b l y  because of i t s  s u p e r i o r  t h r u s t i n g  power and s l ippage  c o n t r o l  

compared t o  p r i o r  smooth rod guns,  t h e  record a l s o  I n d i c a t e s  t h a t  t h e  

commercial s u c c e s s  of t h e  s u b j e c t  gun may . b e  been a t t r i b u t a b l e  t o  i t s  

comparative price advantage over v a r i o u s  domest i ca l ly  produced ratchet guns 

t h a t  predomlnated the market at _ _  t h e  tine of the  in t roduct ion  of the Newborn 

smooch rod gun i n  the  Unlted States. (CX 1 1 8 ;  SX 2 0 ,  21, 26). 
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Similarly, t h e  r e c o r d  conta ins  i n s u f f i c i e n t  evidence t o  determine 

vhether  t h e r e  e r i t t e d  any long f e l t  but unsolved needs and f a i l u r e s  o f  

o t h e r s  in t h e  industry .  It was g e n e r a l l y  acknowledged i n  t h e  industry  

that t h e r e  e x i s t e d  bothatsome problems w i t h  excess e x t r u s i o n  o f  caulk  i n  

r a t c h e t  gum,  and s l i p p a g e  o f  t h e  plunger rod i n  smooth rod guns. 

ings o f  Fact 3 8 ,  40) .  Bowever, n e i t h e r  o f  these  problems rendered t h o s e  

(Find- 

guns unusable. 

but f a i l e d  t o  ovecrcsme t h e s e  p r o b l e m .  

There i s  no evidence t h a t  anyone sk i l l ed  in t h e  art attempted 

The record  only  shows t h a t  Mr. 

Chang i d e n t i f i e d  and oolved the problems o u t l i n e d  above. 

Thus, art a n a l y a i r  of t h e  r e c o r d  concerning secondary c o n s i d e r a t i o n s  

set f o r t h  Fn Grahamv. John Deere, supra,  lends credence t o  n e i t h e r  a 

c o i x l u s i o n  of' otwAousaess nor nonobv iousness .  

Based on t h e  fotegoing, I conclude t h a t  the  Commission i n v e s t i g a t i v e  

a t t o r n e y  has advanced no legal  p r i o r  ar t  o r  arguments t h a t  are more p e r t i n e n t  

and more persuasive than those  considered by t h e  P a t e n t  and Trademark 

Office examiner during t h e  course  of the  prosecut ion o f  t h e  '112 patent .  

Consequently, t h e  preswnpt$on o f  v a l i d i t y  af forded t h e  s u i t  patent  under 35 

U.S.C. 5282 remai- unrebvtted and i n  f u l l  e f f e c t .  
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. 
Infrinnement of the  '112  Patent  

Whoever v i t h o u t  a u t h o r i t y  makes, uses  o r  sel ls  any patented invent ion ,  

w i t h i n  t h e  United S t a t e s  during t h e  term of the pateat t h e r e f o r ,  i n f r i n g e s  

t h e  patent .  35 U.S.C. §271(a) .  Direct infriagement of the patent  i s  shown 

when t h e  l i t e ra l  terms o f  the a s s e r t e d  pateot c la iars -are  met by the  accused 

device .  Conplainant has t h e  burden o f  p r o d  on t h e  l s s u e  of infringement.  

Chisum, supra a t  618,Ol.  

The '112 p a t e n t  c o o s l s t s  of a single indepeuderxt claim 1 and dependent 

claims 2-5. (CX 1). Several major imprauemcnts wer  previour c d k l n g  

guns are d i s c l o s e d ,  which, read t o g e t h e r ,  p r w i d e  guidance in determining 

whether an accused guu i n f r i n g e s  t h e  '112 patcot. 

summarized as: 

c o n t a c t s  t h e  g r i p p i n g  plate a b w e  t h e  rod;  (2) a f i rs t  spring frict ioually 

r e t a i n e d  abwe t h e  plunger rod betweea t h e  f o w a r d  well and t h e  f irst g r i p ;  

(3) a second spring and second g r i p  plate enclosed w l t h i n  t h e  hndle, with  

only a manual release l e v e r  and end o f  the  pLunger rod protruding beyond 

These eriterfa may be 

( 1 )  a t r i g g e r  lever pivoted a b w e  the pluqgcr rod,  which 

t h e  handle;  and ( 4 )  t h e  t r i g g e r  touching the  b u t t  c a p  when i n  a r e l e a s e d  

p o s i t i o n .  

The complainant produces two models of stmoth rod c a d k i n g  guns i n  

accordance w i t h  the  '112 patenc:  model 1 0 1 ,  the one-tenth ga l loa  s i z e ;  and 

model 105, the quar t - s ize  caulking gun. 

l isted abwe. 

Each model c o n t a i n s  t h e  elements 

There is direct evidence 07 record that domestic  respondents Azco, 

D o n a l d  Gray,  and the Gray Markering Group import the "Olympla" caulking 

guns, which infringe the ' 1 1 2  patent .  (CPX 2, 3, 5 ,  8 ,  9 ,  18). The 
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Olympia caulking guns c o n t a i n  a l l  of the  major imprarements found i n  t h e  

'112 p a t e n t ,  o u t l i n e d  above. (Finding o f  F a c t  73), 

The record  i s  uncontroverted that domestic  respondent Lowe's s o l d  

caulking guns t h a t  are i d e n t i c a l  t o  complainant's model 101 caulking 

gun. (Finding of F a c t  76). 

A determinat ion as t o  infr ingement  i s  unnecessary as t o  a l l  domestic 

respondents terminated from t h i s  i w e s t i g a t i o n ,  which inc ludes  Artco ,  DMZ, 

2 Great American Marketing,  Handy Dan Home fmprovement Centers, Hadclanburg- 

Duncan, The Mega Group, and Sav-on-Drugs. 

Each element of t h e  '112 patent  i s  conta ined  i n  the'caulking guns 

manufactured and exported t o  t h e  United S t a t e s  by respondent Buseong. 

(Finding o f  F a c t  75). 

Various caulklng guns of unknown o r i g i n  l i t e r a l l y  i n f r i n g e  the  '112 

patent.  (CPX 4, 6, 7, 10, 11, 12, 14). Each of t h e s e  caulking guns conta ins  

t h e  elements o f  t h e  s u i t  patent .  (F indings  of F a c t  76-80). 

Complainant has not  c a r r i e d  i t s  burden of proof with r e s p e c t  t o  

respondents Fuerza I n t e r n a t i o n a l ,  Thumb E n t e r p r i s e s ,  and Winmax. The 

answers t o  i n t e r r o g a t o r i e s  submitted on behal f  o f  Fuerza I n t e r n a t i o n a l  

(CX 114) and T h w b  E n t e r p r i s e s  (CX 115) i n d i c a t e  t h a t  n e i t h e r  company 

manufactures emooth.rod caulking guns,  S i m i l a r l y ,  the  e x h i b i t s  at tached 

t o  t h e  i n t e r r o g a t o r y  answers o f  Winmax show t h a t  Winmax manufactures 

a smooth rod caulking gun whose t r i g g e r  p i v o t s  below t h e  plunger rod. 

(CX 113).  Complainant has not  introduced euidence t h a t  Fuerza,  Thumb 

o r  Wfnmax have imported i n f r i n g i n g  gun8 i n t o  t h e  United S t a t e s .  See pp. 

52-53, infra. Accordingly ,  Fuerza I n t e r n a t i o n a l ,  Thumb E n t e r p r i s e s ,  and 
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Winmax have  n o t  committed t h e  a l l e g e d  u n f a i r  a c t  o f  i n f r i n g e m e n t .  

The r e m a i n i n g  p r o p e r  f o r e i g n  r e s p o n d e n t s ,  CLB Bros.,  DbW I n d u s t r i a l ,  

K u k j e ,  Taiwan Seven  R i n g s ,  and Viva I n t e r n a t i o n a l ,  h a v e  o f f e r e d  f o r  sale 

i n  t h e  U n i t e d  S t a t e s  c a u l k i n g  guns that appear to  i n f r i n g e  t h e  '112 p a t e n t .  

( F i n d i n g s  o f  Fact 81-85) e The r e c o r d  c o n t a i n s  evident. 7/ t h a t  c o r r o b o r a t e s  

a f i n d i n g  of i n f r i n g e m e n t  as t o  t h e s e  r e s p o n d e n t s ;  no e v i d e n c e  c o n t r a d i c t s  

s u c h  a f i n d i n g .  Moreover ,  b e c a u s e  t h e s e  r e s p o n d e n t s  have been found t o  b e  i n  

d e f a u l t  ( S e e  - pp. 9-11, s u p r a ) ,  t h e  p r e s i d i n g  of f icer  i s  j u s t i f i e d  i n  a d v e r s e l y  

i n f e r r i n g  t h a t  t h e s e  d e f a u l t i n g  r e s p o n d e n t s  have c d t t e d  t h e  u n f a i r  acts  

a l l e g e d .  

The c o m p l a i n a n t  h a s  proved by a preponderance  of t h e  e v i d e n c e  t h a t  a l l  

p r o p e r  r e s p o n d e n t s  n o t  t e r m i n a t e d  from t h i s  i n v e n t i g a t i o n  h a v e  i n f r i n g e d  

t h e  ' 112 p a t e n t ,  with the exceptioa of r e s p o n d e a t s  F u e r z a  f n t e r n a t  i o n a l ,  

Thumb E n t e r p r i s e s ,  and Winmax Cotp. 

- 7/ The c o m p l a i n a n t  had i n t r o d u c e d  r e s p o n d e n t s '  sales b r o c h u r e s  that  con- 
t a i n  cut -avay  drawings v i r t u a l l y  i d e n t i c a l  t o  t h e  cut-away drawing 
used by Newborn on i t s  p r o m o t i o n a l  material ,  b u t  compla inant  has n o t  
i n t r o d u c e d  p h y s i c a l  e x h i b i t s  o b t a i n e d  from t h e s e  r e s p o n d e n t s .  The 
Commission h a s  h e l d  that  "only  t e s t i n g  a c t u a l  samples proves i n f r i n g e -  
ment." C e r t a i n  Molded Golf Balls, Xnv. No. 337-TA-bS;cD a t  9 
(1978) .  Bowever, at is t h e  o p i n i o n  o f  t h e  p r e s i d i n g  o f f i c e r  t h a t  t h e  

- 

Commission b a s e d  i t s  h o l d i n g  i n  Golf  B a l l s  upon t h e  policy t h a t  a 
c o m p l a i n a n t  c a n n o t  prove i n f r i n g e m e n t  on t h e  b a s i s  o f  u n c o r r o b o r a t e d  
c o n j e c t u r e  when it i s  p o s s i b l e  f o r  the c o m p l a i n a n t  t o  o b t a i n  p h y s i c a l  
p r o o f  o f  i n f r i n g e m e n t .  In t h e  i n s t a n t  i n v e s t i g a t i o n ,  i t  would b e  
i m p o s s i b l e  f o r  the compla inant  t o  v i s i t  e v e r y  c a u l k i n g  gun reta i ler  i n  
the U n i t e d  S t a t e s  t o  d e t e r m i n e  whether  any re ta i le r  h a s  imported 
c a u l k i n g  guns from t h e s e  r e s p o n d e n t s .  Eiowever, t h e  compla inant  h a s  
i n t r o d u c e d  t h e  r e s p o n d e n t s  ' cut-away drawings p i c t u r e d  on promot ional  
m a t e r i a l s  r e c e i v e d  d i r e c t l y  from t h e  r e s p o n d e n t s  i n  q u e s t i o n .  The 
cut-away drawings c l e a r l y  disc lose  a l l  t h e  e l e m e n t s  o f  t h e  ' 1 1 2  
p a t e n t .  C o n s e q u e n t l y ,  the r e s p o n d e n t s '  cut-away drawings s u f f i c i e n t l y  
c o r r o b o r a t e  c o m p l a i n a n t ' s  a l l e g a t i o n s  of i n f r i n g e m e n t ,  h e n  viewed i n  
the l i g h t  o f  the a p p r o p r i a t e  a d v e r s e  i n f e r e n c e s  j u s : i f i e d  i n  a d e f a u l t  
s i t u a t i o n .  
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Passing O f f  

The Commission has determined that t h e  e s s e n t i a l  component of 

commou law passing o f f  l i e s  i n  an act  o f  decept ion ,  beyond mere copying, 

which induces someone t o  purchase t h e  product of another and r e q u i r e s  real 

proof t h a t  t h e  respondents s u b j e c t i v e l y  and knowingly intended t o  confuse  

buyers. C e r t a i n  A i r t i g h t  Case-Iron S t o v e s ,  Im. No. 337-TA-69 (1981); 

C e r t a i n  Vacuum B o t t l e s  and Components Thereof ,  Irnr. No. 337-TA-108 (1982); 

Certain Cube Puzzles, Inv. No. 337-TA-112 (1982); C e r t a i n  Braiding Xachines, 

Iw. No. 337-TA-130 (1983). Mere i n t e n t i o n a l  copying o f  a competitor 's  

product i s  not  enough t o  p r w e  passing o f f .  Kellogg Co. V .  National  

B i s c u i t  Co., 305 U.S. 111 (1938); Vogue C r e a t i o n s ,  Inc. V .  Hardman, 410 Fo 

Sum. 609, 613 (D.R.I.  1976). There must be actual s u b s t i t u t i o n  o f  goods 

o r  a knowing-attempt t o  induce purchasers t o  buy one's goods with the  

belief t h a t  they are t h e  goods o f  another.  K-S-H P l a s t i c s ,  Inc .  V .  C a r o l i t e ,  

408 F.2d 54, 57 (9th C i r . ) ,  cert. denied,  396 U.S. 825 (1969); Singer  Mfg. Co. 

V .  Golden, 171 F.2d 266, 268 ( 7 t h  C i r .  1948). 

Complainant o u t l i n e s  t h r e e  methods by which respondents Azco, Gray 

and t h e  Gray Marketing Group a l l e g e d l y  passed off Olympia caulklng guns 

as t h o s e  o f  complainant. 

F i r s t ,  t h e  O'Tool Co. o f  C a l i f o r n i a  a l l e g e d l y  was deceived by r e c e i p t  

o f  a box of Olympia caulk ing  guns conta in ing  a Newborn brochure,  after 

ordering caulklng guns from Mr, Gray, from whom O'Tool previously  had 

ordered Newborn caulking guns. (Finding of F a c t  94). The record 

evidence i n d i c a t e s  chat  t h e  operat ions  aanager  o f  the  O'Tool Co., Ted 

Hanson, placed an order  wi th  Gray and r e c e i v e d  a box of c l e a r l y  marked 
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Olympia guns,  which a l s o  contained a Newborn brochure,  

94).  

u s e ,  nor d i r e c t  anyone t o  u s e ,  Newborn brochures l a  counection A t h  

Olympia guns. (Finding of F a c t  96). MOrewer, the conta iners  of 

Olympia guns,  which subsequently were shipped t o  O'TqoS, were assenbled 

and shipped from Taiwan, so t h a t  Gray could not haus placed t h e  Newborn 

brochures i n  the boxes. (Finding of F a c t  97). The uoexplaincd appear- 

ance o f  a Newborn brochure in a single shipment of  caulking gune does not 

c o n s t i t u t e  t h e  r e q u i s i t e  proof t h a t  respondent s u b j s c t i e l y  intended t o  

confuse  buyers. 

that he s t i l l  represented Newborn after he began h i s  association with  k c o .  

(Finding o f  F a c t  98), which a s s e r t i o n  I s  corroborated l n  part by &. 
EIanson of O'Tool. 

(Finding o f  F a c t  

In his d e p o s i t i o o  test imony,  Donald Gray stated t h a t  he did not 

M d f t i o n a l l y ,  Gray a s s e r t e d  that he dld not  t e l l  anyone 

(Finding o f  F a c t  9 4 ) .  

Secondly,  complainant asserts t h s t  Earl Leshin, an Olympia salesman, 

represented t o  c e r t a i n  former Newborn custoners  t h a t  Gray Marketing Group 

bought out  Newborn Bros. and t h a t  Leshin was t h e  new r e p r e s e n t a t i v e ;  

consequent ly ,  the former Newborn customers were deceived i n t o  buying Olympia 

caulking guns. (CX 8 7 ,  118). I n  h i s  d e p o s i t i o o ,  Mr, Gray stated that he 

had never i n s t r u c t e d  L e s h f n  t o  say t h a t  the  Gray Marketing Group had 

replaced Newborn Bros . ,  and that he has no knowledge t h a t  Leshin made 

such r e p r e s e n t a t i o n s .  (CX 92,  a t  41) .  

F i n a l l y ,  Azco and Gray a l l e g e d l y  intended t o  deceive  Newborn 

customers by u t f l l z i n g  i n  i t s  OM advertising a cutaway drawlrig o r i g i n a l l y  

p ic tured  i n  Newborn's promotional material. The use of the  Newborn 

cutaway also f a l l s  t o  suggest  the  l n t e n t  t o  deceive  purchasers necessary t o  
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prove passing O f f .  The cutaway drawing used by Gray does not bear  t h e  

Newborn name, and no evidence has been introduced t o  prove t h a t  the  drawing 

i t se l f  has obta ined  secondary meaning so t h a t  purchasers would i d e n t i f y  

i t  as a r e p r e s e n t a t i o n  o f  t h e  Newborn gun. On the c o n t r a r y ,  t h e  cutaway 

drawing used by Gray c l e a r l y  was l a b e l e d  with t h e  "Olympia/Azco" names. 

(Finding of Fact 90). 

from Newborn's promotional  materials (Finding o f  F a c t  go), Azco was not  

Although Gray admitted t o  copying the cutaway 

informed and remained unaware t h a t  Gray had appropriated t h e  Newborn 

cutaway drawing. (Finding o f  F a c t  91). 

Furthermore, t h e  record  shows that all Newborn customers w i t h i n  

Gray's fonner  Bales area were contac ted  by Newborn's new r e p r e s e n t a t i v e ,  

P a c i f i c  I n t e r n a t i o n a l  Marketing. (Finding o f  F a c t  100). The v i c e  

pres ident  of Pacific I n t e r n a t i o n a l  Marketing t e s t i f i e d  a t  d e p o s i t i o n  

t h a t  he knows o f  no Olympia customers who bought an Olympia caulking 

gun b e l i e v i n g  t h a t  it was a Newborn caulking gun. (CX 89, at  39). 

The complainant h e r e  has f a i l e d  t o  adduce t h e  r e q u i s i t e  evidence of 

s u b j e c t i v e  i n t e n t  t o  confuse and t o  induce purchasers t o  s u s t a i n  a claim . 

of passing o f f .  

and Azco have not engaged i n  passing o f f  and s o ,  with r e s p e c t  t o  this 

I conclude t h a t  respoudents Gray,  Gray Marketing Group, 

I s s u e ,  have not  committed an unfair  act or  method o f  compet i t ion wi th ln  the  

meaning o f  0337. 
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False Designation o f  O r i g i n  and Source 

The statutory provision for  f a l s e  designation o f  origin i s  found i n  

5 43(a) of the Lanham Act, 15 U.S.C. 5 1125(a), which provides: 

(a) Any person who shal l  a f f i x ,  apply, or annex, or use 
i n  connection w i t h  any goods or semices ,  o r  any container 
or cootainers for  goods, a f a l s e  designatian o f  or igin ,  or 
any f a l s e  description o r  representation, i n c l u d i n g  words 
or other symbols tending fa l se ly  to describe or represent 
the same, and sha l l  cause such goods or services to enter 
into commerce, and any person who shal l  w i t h  knowledge of 
the f a l s i t y  o f  such designation o f  origin or  description 
or representation cause or procure the same to  be trans- 
ported or used, shal l  be l i a b l e  t o  a c i v i l  action by any 
person doing business i n  the loca l i ty  fa l se ly  indicated 
as that of origin or i n  the region i n  which said loca l i ty  
i s  s i tuated,  or  by any person who beLieves that he i r  or 
i s  l i k e l y  to  be damaged by the use of any such fa l se  
description or representation. (Emphasis added) 

It i s  well set t led that a violation of  $43(a) i s  an unfair  act  or 

method of  competition w i t h i n  the meaning of  $337.  

The Commission most frequently encounters alleged violations o f  

543(a) i n  the form o f  claims of  trademark infringement. I n  determining 

whether the Lanham Act has been violated by infringement of a trademark, 

the Commission considers whether the consuming p u b l i c  is l ike ly  to be 

confused by the respondent Is  use of the complainant ' 6  valid trademark. 

Certain Miniature, Battery Operated, All-Terrain Wheeled Vehicles,  

Inv, No. 337-TA-122, Recommended Determination a t  72 (1982). 

A similar  analysis must be employed when unfair ac ts  other than 

trademark infringement are al leged,  

Act S43(a), the complainant must shov t h a t  there i s  a likelihood o f  

To prove a violation of  the Lanham - 

confusion, without regard t o  the particular designation of the claim. 
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McCarthy, Trademarks and U n f a i r  Competi t ion,  §27:7 (Supp. 19821 ,  c i t i n g  New 

West Corp. V .  NYM Co. of Calif. ,  I n c . ,  595  F.2d 1194 ( 9 t h  C i r .  1979) .  

Consequent ly ,  t h e  c w p l a i n a n t  must prwe t h a t  t h e  p o t e n t i a l  purchaser  i s  

l i k e l y  t o  b e  confused  by t h e  i m p o r t a t i o n  and sale o f  t h e  s u b j e c t  caulk ing  

guns ,  as a l l e g e d  s e p a r a t e l y  below. 

The complainant  a l l e g e s  e s s e n t i a l l y  t h r e e  v i o l a t i o n s  o f  t h e  Lanham 

( 1 )  false d e s i g n a t i o n  o f  o r i g i n  i n  t h e  f a i l u r e  t o  mark t h e  A c t  543(a) :  

c o u n t r y  o f  o r i g i n  o f  t h e  imported,  i n f r i n g i n g  goods;  (2)  false a d v e r t i s i n g ;  

and ( 3 )  m i s r e p r e s e n t a t i o n  o f  source .  

Complainant's Post-Hearing B r i e f ,  pp. 28-31). 

(Prel im.  Conf., J u l y  1 2 ,  1983 ,  Tr .  7-8;  

F a l s e  D e s i g n a t i o n  of O r i g i n  

To g ive  guidance  in d e l i n e a t i n g  and ana lyz ing  a l l e g e d  u n f a i r  acts,  t h e  

Commission has  s t a t e d  t h a t  "false d e s i g n a t i o n  o f  o r i g i n , "  one of t h e  unfair 

acts d e t a i l e d  i n  t h e  i n s t a n t  N o t i c e  o f  I n v e s t i g a t i o n ,  refers t o  false 

8/  d e s i g n a t i o n  o f  g e o g r a p h i c a l  o r i g i n  as p r w l d e d  i n  19 U.S.C. 51304.- 

C e r t a i n  Log S p l i t t i n g  P ivoted  Lever  Axes, Inv . No. 337-TA-113, Couunission 

Hemorandurn Opinion on Motion 113-5 t o  Amend Complaint and N o t i c e  o f  Iwest i -  

g a t i o n  ( J u l y  2 ,  1982)  at 7, no. 13. A seller i s  o b l i g a t e d  by law under 19 

U.S.C. $ 1 3 0 4 ( a )  t o  d i s c l o s e  t h e  country of o r i g i n  o f  any non-domestic 

goods. F a i l u r e  t o  i n d i c a t e  o t h e r w i s e  1s a tacit  m i s r e p r e s e n t a t i o n  t h a t  t h e  

good i s  o f  domest i c  o r i g i n ,  and t h e r e f o r e  i s  a c t i o n a b l e  under § 4 3 ( a )  o f  t h e  

- 8 /  1 9  U.S.C. §1304(a) pr&des i n  p a r t  t h a t  

e v e r y  a r t i c l e  o f  f o r e i g n  or ig in . . . imported  i n t o  the United States 
shall  be marked i n  a conspicuous place as l e g i b l y ,  i n d e l i b l y ,  and 
permanently as t h e  n a t u r e  o f  t h e  article. . .wlll  permit  i n  such a 
manner as t o  i n d i c a t e  t o  :he u l t i m a t e  purchaser  in the United 
States :ne ZnglFsh name ~f t h e  c o u n t r y  o f  o r i g i n  o f  t h e  a r c i t l e ,  



Lanham A c t .  Boheei E n t .  Co. v .  Porteous Fastener e o . ,  441 F. Supp. 162 

(C.D.Ca1. 1977); Callman, Unfair Competition, Trademarks and Honopolies, 

15.04 (4th ed. 1981); HcCarthy, supra, 127.8. 

The complainant al leges that several respondents AZCO,  Gray, and 

Gray Marketing Group, have 'imported the subject caulking guns without a 

conspicuous, l eg ib le  and permanent marking that indicates country of 

or ig in ,  i n  v iolat ion o f  19 U.S.C. 11304 and the Lanham Act S b 3 ( a ) .  

The record evidence demonstrates that respondent Azco has imported 

caulking guns, which have been distributed by rergondents Gray and the 

Gray Marketing Group, that  bear no marking of the country of origin or  

coatain only an inconspicuous mark stamped on the g r i p  plate. 

of Fact 106-07). 

(Findings 

The president of  Azco admitted that Arco imported several 

shipments of the i n f r i n g i n g  guns that were improperly marked, but  that a 

s t i c k e r  designating the c o u n t r y  of o r i g i n  vas placed on a l l  improperly 

marked caulking guns. (Findings of Fact 108, 118). Bwever, a paper labe l ,  

whose adhesive i s  comparatively unreliable,  f a i l s  t o  meet the 51304(a) 

requirement that  a mark shal l  be placed as " indel ibly ,  and permanently as 

the nature o f  the a r t i c l e . . . v i l l  permit." 

are those which are incorporated i n t o  the a r t i c l e  i t s e l f ,  such as m i g h t  be 

achieved by branding, s tenc i l ing ,  stamping, p r i n t i n g ,  o r  molding." F e l l e r ,  

U.S. Customs and International Trade G u i d e  1 1 2 . Q l [ l ]  (1983). 

"[T)he preferred forms of  marking 

Similarly,  Azco's president t e s t i f i e d  a t  deposition t h a t  every ship- 

ment i s  now stamped "Olympia"  = ei ther  the handle, or  on the back of the 

release lever between the p l u n g e r  rod and the containing mechanism ( F i n d i n g  

o f  Fact 1201, the l a t t e r  o f  which does not appear $0 be conspicuously 



l o c a t e d .  To meet t h e  s t a t u t o r y  requirement ,  i t  i s  r e a s o n a b l e  t o  assume 

that an item l a r g e l y  made of s h e e t  metal should have t h e  country of o r i g i n  

die-stamped i n t o  t h e  m e t a l ,  i n  a manner i n  which the  mark i s  clear and 

conspicuous t o  t h e  u l t i m a t e  purchaser .  

b l d e n c e  o f  r e c o r d  a l s o  i n d i c a t e s  t h a t  sweral  non-respondents hsve 

imported improperly  marked, infringing caulking guns. (F indings  o f  Fact 

1 0 9 ,  1 1 3 ,  114) .  

It i s  t h e  o p i n l o n  o f  t h e  p r e s i d i n g  o f f i c e r  t h a t  respondents  Azco, 

Donald Gray ,  and t h e  Gray Marketing Group, as well as o t h e r  un-named 

non-respondent i m p o r t e r s ,  have v i o l a t e d  19 U.S.C. 51304(a)  by failing t o  

d e s i g n a t e  t h e  c o u n t r y  of o r i g i n  of  t h e  s u b j e c t  c a u l k i n g  guns. 

Nevertheless, t h e  complainant has  f a i l e d  t o  prove that t h e  f a i l u r e  

t o  d e s i g n a t e  t h e  country  o f  o r i g i n  of t h e  s u b j e c t  goods v i o l a t e s  t h e  Lanham 

Act § 4 3 ( a ) ,  as provided i n  t h e  i n s t a n t  N o t i c e  .of I r w e s t i g a t i o n .  

Surveying D e v i c e s ,  IIN . No. 337-TA-68 a t  22-26 ( 1 9 8 0 ) ,  t h e  Commission held 

that t h e r e  was no v i o l a t i o n  o f  t h e  Lanham A c t  § 4 3 ( a )  because t h e  complainant 

had fai led t o  prove t h a t  the s u b j e c t  goods, al though unmarked as t o  country 

In C e r t a i n  

of o r i g i n ,  had caused t h e  customer c o n f u s i o n  o r  m i s t a k e ,  as required by t h e  

Ianham A c t .  The complainant  has in t roduced no direct o r  c i r c u m s t a n t i a l  

ev idence  t h a t  p o t e n t i a l  customers are confused as t o  t h e  country  o f  o r i g i n  

of t h e  improperly  marked, imported caulk ing  guns,  o r  t h a t  t h e  complainant 

has been i n j u r e d  i n  d i r e c t  c o r r e l a t i o n  t o  respondent 's  f a i l u r e  t o  proper ly  

mark t h e  country  o f  o r i g 1 n . y  9 1  

- 91 I n  C e r t a i n  Swivel  Hook6 and Mounting B r a c k e t s ,  Lnv . ht. 337-TA-53 
(1978) ,  t h e  C o d s s i o n  adopted the Recommended Deter-nst ion o f  t h e  
A d m i n i s t r a t i v e  Law Judge t h a t  f z i l u r e  t o  make a clear and conspicuous 
d i s c l o s u r e  o f  the country o f  o r i g i n  o f  imported goods const i :u tes  an 
unfair act under 8 3 3 7 ,  if t h e  r e q u i s i t e  effect on the domestic  
Fndus:ry car, be s n o ~ n .  RD a: 4 

* c  



Accordingly ,  I f ind that t h e  complainant has p r w e d  t h a t  c e r t a i n  

respondents Azco, Gray and Gray Marketing Group have v i o l a t e d  19 U.S.C. 

91304(a) i n  failing t o  des ignate  properly  t h e  country o f  o r i g i n  o f  t h e  

imported caulking guns, but t h a t  complainant has not  shown t h a t  such 

v i o l a t i o n  o f  19 U.S.C. §L304(a) c o n s t i t u t e s  a false designat ion o f  o r i g i n  

under §43(a )  o f  t h e  Lanham A c t ,  as s p e c i f i e d  i n  t h e  Notice  o f  I n v e s t i g a t i o n .  

F a l s e  A d v e r t i s i n g  

Although t h e  Not ice  o f  I n v e s t i g a t i o n  des ignates  t h e  c l a f m  of false 

a d v e r t i s i n g  as s e p a r a t e  and d i e t i n c t  from the claimed u n f a i r  act of false 

des ignat ion  o f  o r i g i n ,  t h e  complainant asserted at  t h e  Prel iminary Conferenca 

o f  July  1 2 ,  1983,  t h a t  t h e  false adver t i s ing  c l a b  has merged with t h e  

Lanham A c t  §43(a )  claims, i n  l i g h t  o f  the  evidence obtained through 

discwery. (Prelim. Conf., July 1 2 ,  1983,  Tr. a t  7) .  It is t h e r e f o r e  

appropriate  t o  conform t h e  n o t i c e  o f  i n v e s t i g a t i o n  t o  the  evideace  o f  

record ,  in accordance with 19 C.F.R. §210.22(b). 

To p r e v a i l  on a claim o f  false des ignat ion  of o r i g i n  including false 

ac tver t i s ing ,  t h e  complainant must p r w e  t h a t  another  has misrepresented h i s  

goods so t h a t  ConsUmers are l i k e l y  t o  be confused as t o  the o r i g i n  o f  those  

goods. HcCarthy, - supra ,  §27.7 ( c i t a t i o n s  omitted). Copying o f  a sales 

brochure s t a t e s  a claim under § 4 3 ( a ) ,  if the  r e s u l t  i s  customer confusion. 

- Id, a t  0027.7 ,  27.8; Dare Grossman Designs ,  Inc. V .  B o r t i n ,  347 F. Supp. 

1150 (D .C .111 .  1972) .  - 

The complainant' s claim of fa lse  advertising asserts t h a t  cer ta fn  

respondents h m e  misrepresented the  subject goods by using Newborn's 

4: 



a l l e g e d l y  well-known, p r o p r i e t a r y  cut-away drawing o n  r e s p o n d e n t s '  

p r o m o t i o n a l  material t o  c o n f u s e  the p u b l i c ,  The r e c o r d  e v i d e n c e  c l e a r l y  

shows t h a t  r e s p o n d e n t s  Ta iwan S e v e n  R i n g s ,  Winmax, CLB, A Z C O ,  Gray and 

Gray M a r k e t i n g  Group h a v e  u t i l i z e d  t h e  cut-away drawing t h a t  o r i g i n a l l y  

appeared i n  Newborn's p r o m o t i o n a l  materials. ( F i n d i n g s  o f  F a c t  90 ,  115). 

The Commission i n v e s t i g a t i v e  a t t o r n e y  t h e o r i z e s  t h a t  t h e  c o m p l a i n a n t ' s  

c o n t e n t i o n  i s ,  i n  e f f e c t ,  that  Newborn's cut-away drawing f u n c t i o n s  as a 

t r a d e m a r k ,  and t h a t  r e s p o n d e n t s '  u s e  o f  t h e  drawing f a l s e l y  d e s i g n a t e s  

Newborn as t h e  o r i g i n  o f  r e s p o n d e n t s '  c a u l k i n g  guns. 

Commission I n v e s t i g a t i v e  A t t o r n e y ,  a t  pp.  39-41). Under t h i s  theory ,  t h e  

s t a f f  al leges t h e r e  i s  no e v i d e n c e  that  c u s t o m e r s  associate t h e  cut-away 

drawing  w i t h  a s i n g l e  s o u r c e ,  Newborn, and therefore there is no b a s i s  t o  

( B r i e f  o f  the 

b e l i e v e  t h a t  c u s t o m e r s  l i k e l y  would b e  c o n f u s e d  as t o  the o r i g i n  o f  t h e  

d r a w i n g .  

If t h e  c o m p l a i n a n t  were t o  a l l e g e  fa l se  d e s i g n a t i o n  of  o r i g i n  w i t h  

respect t o  trademark i n f r i n g e m e n t ,  i t  would b e  r e q u i r e d  t o  prove t h a t  the 

mark i s  n o n - f u n c t i o n a l ,  d i s t i n c t i v e ,  has  s e c o n d a r y  m e a n i n g ,  and that  there 

i s  s u b s t a n t i a l  Likelihood o f  c o n f u s i o n  c o n c e r n i n g  i t s  o r i g i n .  M i n i a t u r e  

Wheeled V e h i c l e s ,  s u p r a ;  Cube P u z z l e s ,  supra.  The c o m p l a i n a n t  has not  al leged 

o r  proved that  t h e  cut-away drawing  i s  n o n - f u n c t i o n a l  or d i s t i n c t i v e ,  b u t  d o e s  

s t a t e  t h a t  the drawing  i s  p r o p r i e t a r y  and well-known so that r e s p o n d e n t s '  u s e  o f  

the drawing t e n d s  t o  c o n f u s e  the p u b l i c .  No e v i d e n c e  o f  record s u p p o r t s  

48 
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i n f e r e n c e  o f  secondary m e a n i n g s ‘  o r  l i k e l i h o o d  of eonfus$oa,  as com- 

p l a i n a n t  has submitted no c i r c u m s t a n t i a l  ev idence  t h a t  t h e  p o t e n t i a l  cousumer 

has been widely  exposed t o  the mark, o r  direct ev idence  concerning t h e  

b u y e r ’ s  p e r c e p t i o n  of t h e  mark. C e r t a i n  Vacuum B o t t l e s  aqd Components 

T h e r e o f ,  supra.  

Even s o ,  i t  i s  n o t  t h e  p o s i t i o n  o f  the p r e s i d i n g  o f f i c e r  t o  

recast t h e  c o n t e n t i o n s  o f  t h e  p a r t i e s ;  the N o t i c e  of I n v e s t L g a t i o n  directs 

i n v e s t i g a t i o n  o f  c la imed false a d v e r t i s i n g ,  n o t  trademark infr ingement .  

However, t h e  C o d s s i o n  i n v e s t i g a t i v e  a t t o r n e y ’ s  l o t e r p r e t a t f o n  i s  not 

i n c o r r e c t .  The test  f o r  false advertising i s  eimilar PO t h e  test  for an 

alleged trademark v i o l a t i o n ,  because a trademark 1s essentially a f o m  of 

a d v e r t i s i n g .  Callmanu, - supra at 55.14* Consequently,  t h e  test for false 

a d v e r t i s i n g  i s  t h e  r e a c t i o n  o f  the  ordinary  purchaser .  Id,  - 
To p r e v a i l  on a claim o f  fa lse  advertising, t h e  complainant g e n e r a l l y  

“must adduce ev idence  ( u s u a l l y  i n  the form o f  market r e s e a r c h  or c o o s u w r  

surveys)  showing how t h e  s ta tements  are perce ived  by t h o s e  who are exposed 

t o  them.’ - I d . ,  at  555.14 and 5.15, citing MrfNeilab, Inc .  v I  Arner, €io= 

- 1 o/ Complainant mainta ins  t h a t  i t  c o u s i s t e n c i y  has used the  Subj ecl: 
cut-away drawing s i n c e  1978, citing o n l y  CX 28. (Complainantt@ 
R e b u t t a l  Brief at 38). However, e x a a l n a t i 9 n  of  CX 28 w e a l s  o n l y  a 
cut-away drawing of a ratchet gun,  not  the cut-away drawing u t i l i z e d  
by respondents.  

Secondly ,  complainant asserts that secondary w a n i o g  is not  re- 
quired  when a photograph of a n o t h e r ’ s  product i s  used t o  a d v e r t i s e  
an  i n f e r i o r  product.  (Complainant ’s  Brief at  29, R e b u t t a l  B r i e f  at 
39) . 
emphasizes t h e  inner-workings of t h e  s u b j e c t  gun, not  an exact 
p h o t o g r a p h  which clearly por t rays  the  product as that of com- 
p l a i n a n t .  MOrewer, t h e  record  does u ~ t  c o n t a i n  c o n c l u s i v e  evidence 
t h a t  respondents ’  guns a r e  i n f e r i o r ,  

However, respondents-uti l ize only an a r t i s t ’ s  drawing which 

us 



Products  Corp., 207 U.S.P.Q. 573, 579 (S.D.N.Y. 1980). While i t  i s  

clear t h a t  c e r t a i n  respondents  u t i l i z e d  Newborn's cut-away drawing, 

complainant has  introduced no direct o r  c i r c u m s t a n t i a l  ev idence  o f  whether 

the drawings are perce ived  by p r o s p e c t i v e  p u r c h a s e r s . a s  r e p r e s e n t i n g  

Newborn's c a u l k i n g  gun. 

However, Commission precedent  has h e l d  that the  complainant need n o t  

eubmit survey e v i d e n c e  showing consumer c o n f u s i o n ;  t h e  I .T.C.  may decide f o r  

i tself  whether the s u b j e c t  a d v e r t i s i n g  i s  u n f a i r  o r  d e c e p t i v e .  C e r t a i n  

A i r t i g h t  Cas t - I ron  S t w e s ,  supra ,  CD at  5, RD a t  14 (1981). The case law 

s u g g e s t s  that without  ev idence  t o  t h e  c o n t r a r y ,  t h e r e  is no l i k e l i h o o d  o f  

c o n f u s i o n  f o r  u s e  o f  a symbol mark where t h e  respondent c l e a r l y  displayed 

its OM name i n  conj  u n c t i o n  w i t h  t h e  symbol. 

Ricoh Time Corp. ,  491 F.2d 877 (2d Cir. 1974). I n  t h e  i n s t a n t  i w e s t i g a t i o n ,  

o b s e r v a t i o n  of t h e  promotional  m s t e r i a l s  i n  questi ,on i n d i c a t e s  that each 

Amer . R o l e x  Watch Corp. v . 

accused respondent 's  material depicts a s k e t c h  i d e n t i c a l  t o  Newborn's 

cut-away drawing, but t h a t  each piece of material a l s o  clearly i n c o r p o r a t e s  

respondents '  name and o t h e r  i d e n t i f y i n g  in format ion .  (CX 4, 5, 89 13-17). 

Absent s u b s t a n t i v e  ev idence  of c o n f u s i o n ,  I cannot  f i n d  that one viewing 

t h e  cut-away drawing p i c t u r e d  on respondents '  promotional  material mis takenly  

would b e l i e v e  t h a t  t h e  brochure  a d v e r t i s e d  Newborn c a u l k i n g  guns. 

The c o a p l a i n a n t  has introduced no ev idence  t h a t  t h e  Newborn cut-away 

drawing has any s i g n i f i c a n c e  t o  t h e  p r o s p e c t i v e  buyer without  the Newborn 

name, o r  t h a t  the buyer Llkely would be confused as t o  t h e  o r i g i n  of the 
_ _  

drawing and accompanying product.  Consequent ly ,  respondents '  advertising 

does n o t  c o n s t i t u t e  false d e s i g n a t i o n  of o r i g i n .  

5c 



M a r e p r e s e n t a t i o n  o f  Source 

F i n a l l y ,  the  complainant asserts an inferred common law trademark claim, 

i n  t h a t  c e r t a i n  respondents a l l e g e d l y  have misrepresented the source  of t h e  

s u b j e c t  caulking guns by u t i l i z i n g  t h e  non-patented product conf igurat ion  

and c o l o r  of Newborn's caulklng gun. 
v 

The record i n  t h e  i n s t a n t  i n v e s t i g a t i o n  

conta ins  none o f  the  requlsite evidence t h a t  the conf igurat ion  and c o l o r  

are non-funct ional ,  d i s t i n c t i v e ,  and have acquired secondary meaning. 

Vacuum B o t t l e s ,  supra;  Cube PuzzLes, supra. 

des ignat ion  of source  under t h e  Lanham Act, complainant a d d i t i o n a l l y  must 

b r e w e r ,  t o  p r e v a i l  on false 

prove t h a t  t h e r e  4s a l i k e l i h o o d  of confusion concerning t h e  source  o f  the 

trademarked product. Miniature Wheeled Vehicles, supra,  Complainant has 

failed t o  p r w e  t h a t  a v a l i d  trademark exists i n  t h e  c o n f l g u r a t i o n  and 

c o l o r  of i t s  caulking gun, consequently t h e r e  can be no l i k e l i h o o d  o f  

confusion and no false des ignat ion  of source under §43(a)  o f  the Lanham 

Act.- 11/ 

For t h e  above reasons ,  i t  i s  t h e  opinion o f  the  presiding o f f i c e r  

t h a t  the complainant has not carried its burden o f  proof concerning false 

advertising, false des ignat ion  o f  o r i g i n  o r  o f  source.  

- 11/ Complainant alleges t h a t  l i k e l i h o o d  o f  confusion exists because 
customers have returned d e f e c t i v e ,  infringing guns t o  Newborn. 
(Complainant l s Brief,  af 28). Howw e t ,  the re turns  a l s o  included 

' r a t c h e t  guns,  econe-type guns,  and guns of o t h e r  c o l o r s .  ( F i n d i n g  
of Fact 1 1 7 ) ;  consequent ly ,  cornplainant has not established con- 
c l u s i v e l y  t h a t  consumers a r e  confused as t o  the conf igurat ion  and 
c o l o r  o f  the Newborn gun. 



Importa t ion  and S a l e  

Under § 3 3 7 ( a ) ,  a complainant must show " u n f a i r  methods o f  compet i t ion  

and u n f a i r  acts i n  t h e  lmporta t ion  o f  a r t i c l e s  i n t o  t h e  United S t a t e s ,  o r  i n  

t h e i r  sale...." Complainant has o f f e r q d  ev idence  e s t a b l i s h i n g  t h e  importa t ion  

and sale i n  t h e  United S t a t e s  o f  t h e  accused c a u l k i G  guns by respondents 

A Z C O ,  Buseong, Gray,  Gray Marketing Group, Kukje and Lowe's,  but not  w i t h  

r e s p e c t  t o  respondents  C&B, D&W, F u e r z a ,  Taiwan Seven R i n g s ,  Thumb, Viva 

and Winmax . 
Respondent Azco has  purchased and imported t h e  i n f r i n g i n g  caulking 

guns from respondent Buseong, and non-respondents Long Gent ,  L i  Shen I r o n  

F a c t o w ,  Co. L t d . ,  and Yon L ing .  Azco imported and s o l d  i n  t h e  United 

cc 1 S t a t e s  guns i n  1 9 8 1 , . a n d  i n  1982.  (F inding o f  F a c t  124) .  

From March 1 ,  1982 through May 1 ,  1 9 8 3 ,  respondents  Gray and t h e  Gray 

Marketing Group s o l d  t h e  i n f r i n g i n g  caulk ing  guns imported by Azco as Azco's  

s o l e  manufac turer ' s  r e p r e s e n t a t i v e .  (F inding o f  F a c t  125) .  

(C) Between 1981 and A p r i l ,  1983, respondent Buseong manufactured 

(C) i n f r i n g i n g  caulking guns ,  and exported t o  t h e  United S t a t e s .  (Find- 

ing of  F a c t  121) .  

Respondent Kukj e bought and expor ted  t o  t h e  United S t a t e s  i n f r i n g i n g  

caulk ing  guns manufactured by Buseong. (Finding o f  F a c t  127). 

Respondent Lowe's purchases  and imports  both econo-type smooth rod 

caulk ing  guns and guns t h a t  i n f r i n g e  t h e  ' 1 1 2  p a t e n t .  (F inding o f  Fact  

1 3 4 ) .  



As t o  CCB, DCW, F u e r z a ,  Taiwaa Seven Uqgs, Thumb, V i v a ,  and Winmax, 

t h e  complainant  h a s  i n t r o d u c e d  e v i d e n c e  of s o l i c i t a t i o n  i n  tho United S t a t e s  

( F i n d i n g s  o f  Fact 128-132), but  h a s  n o t  prweea c h a t  e h e s e  respondents  hrnre 

lmported and s o l d  a l l e g e d l y  infrlaghg c a u l k t n g  guas. 

i t  appears t h a t  the caulking guns o f f e r e d  by t h e s e  Fespondeats i n f r i n g e  t h e  

'112 p a t e n t ,  e h e s e  respondents  are noc yet; i n v L o l a E i o n  of 0337. 19 U.S.C. 

51337; S e a l e d  Air Corp. v ,  U.S.I.T.C., s u p r a ,  

Consequent ly ,  a l t h o u g h  

F i n a l l y ,  t h e  r e c o r d  c o n t a i n s  e v i d e n c e  t h a t  wny noo-respoodents import  

and s e l l  infringing caulkFag guns, which evideoc?c 1s reJ,waarzf t o  t h e  

i s s u a n c e  of  an e x c l u s i o n  o r d e r .  ( F i s d i a g s  of Pact 126, 133, 134). 

A c c o r d l n g l y ,  I f i n d  t h a t  complainant  h a s  met  i t s  burdaa o f  proof  con- 

c e r n i n g  t h e  i m p o r t a t i o n  sad sale o f  t h e  s u b j e c t  caslkimg guns with respect 

t o  r e s p o n d e n t s  Azco,  Buseong,  Gray, Gray Msrkerlug Group, K u k j e ,  Lawe's, 

and c e r t a i n  non-respondents,  but has not prared i m p o r t a t i o n  and sale by 

r e s p o n d e n t s  C C B ,  W W ,  F u e r z a ,  Taiwan Seven Rings, Thumb, VLva, and Winmax. 
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Domestic fndustry 

Prevent ion  o f  Es tab l i shment  

To prove a v i o l a t i o n  o f  0337 ,  t h e  complainant must e s t a b l i s h  t h a t  

t h e  a l l e g e d  u n f a i r  methods o f  compet i t ion  have t h e  e f fect  o r  tendency 

" . . . t o , d e s t r o y  o r  s u b s t a n t i a l l y  i n j u r e  an i n d u s t r y ,  e f f i c i e n t l y  and 

economical ly  operated i n  t h e  United S t a t e s ,  o r  t o  prevent  t h e  e s t a b l i s h -  

The Commlssiou o r d i n a r i l y  has d e f i n e d  t h e  domest ic  i n d u s t r y  in 

patent-based 0337 i n v e s t i g a t i o n s  as t h o s e  p o r t i o n s  of t h e  domest ic  

product ion faci l i t ies  that l a w f u l l y  manufacture under t h e  s u i t  patent. 

C e r t a i n  Chain Door Locks, Xw. No. 337-TA-5 ( 1 9 7 6 ) ;  C e r t a i n  Automatic 

Crankpin Gr inders ,  Iw. No. 337-TA-60 ( 1 9 7 9 ) ;  C e r t a i n  D r i l l  Point Screws 

f o r  Drywall C o n s t r u c t i o n ,  Xnv. No. 337-TA-116 (1983) .  Consequently,  i f  

there i s  no domest ic  manufacture o f  t h e  s u b j e c t  goods, t h e r e  i s  no 

domest ic  industry  w i t h i n  t h e  meaning of t h e  s t a t u t e .  C e r t a i n  Ultra- 

Microtome Freezing Attachments (Ultra-Microtome),  Inv. No. 337-TA-10 a t  

9 (1976) .  

This  i n v e s t i g a t i o n  p r e s e n t s  t h e  novel  i s s u e  o f  whether a d w e l o p i n g  

i n d u s t r y ,  which p r e s e n t l y  does not manufacture t h e  s u b j e c t  goods, i s  

e n t i t l e d  t o  p r o t e c t i o n  under t h e  prevent ion  o f  e s t a b l i s h m e n t  c l a u s e  fn 

$337. The a p p l i c a b l e  s tandard was developed by the Commission I n  1 9 7 6 ,  

in Ultra-Microtome. -- 
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The standard set  f o r t h  i n  Ultra-Microtome states:  

A noaproducing p a t e n t e e  o r  l i c e n s e e  about t o  begin  pro- 
d u c t i o n  o p e r a t i o n s ,  an "embryo i n d u s t r y , "  c a n  be e n t i t l e d  
t o  a Commission remedy under t h i s  s t a t u t e  if such p a r t y  
can p r w e  i t  is  prevented from being e s t a b l i s h e d .  The 
cr i ter ia  which must be f u l f i l l e d  t o  shows t h a t  one i s  an 
"embryo industry"  prevented f rom being e s t a b l i s h e d  are 
d i f f e r e n t  from t h o s e  used t o  show t h a t  one is an industry  
des t royed o r  s u b s t a n t i a l l y  i n j u r e d ,  

... 
P a r t i e s  seeking Commission remedies under t h e  prevent ion  
c l a u s e  o f  Q337 must show a r e a d i n e s s  t o  commence production.  
What c o n s t i t u t e s  such a showing must be decided on a case- 
by-case b a s i s .  

Ultra-Microtome,  a t  9-10. 

The complainant contends t h a t  i t  is an embryo i n d u s t r y ,  ready t o  

c o m e n c e  product ion that  is  prevented from being e s t a b l i s h e d  by t h e  

unlawful importa t ion  o f  t h e  s u b j e c t  caulk ing  guns ,  and t h e r e f o r e  e n t i t l e d  

t o  relief under 1 3 3 7 .  

q u e s t i o n  i s  whether t h e  complainant has e s t a b l i s h e d  a " readiness  t o  commence 

product ion"  of t h e  patented caulking guns i n  the United States. It i s  the 

p o s i t i o n  o f  the pres id ing  o f f i c e r  t h a t  the complainant has  e s t a b l i s h e d  such 

r e a d i n e s s .  

Under t h e  Ultra-Microtome s t a n d a r d ,  t h e  i n s t a n t  

The complainant ,  Mr. Chang, c l o s e d  h i s  Korean manufacturing f a c i l i t i e s  

i n  May, 1982,  w i t h  the i n t e n t i o n  of manufacturing t h e  s u b j e c t  caulking guns 

in t h e  United States. (Finding o f  F a c t  138j. Mr, Chang determined t o  pursue 

t h r e e  g e n e r a l  opt ions  t o  o b t a i n  f a c i l i t i e s  adequate t o  manufacture the patented 

caulking guns. These opt ions  inc luded:  1)  purcnasing t h e  equipment necessary  

t o  manufacture the  guns i n  Newborn's Columbia, ?ID warehouse; 2 )  l i c e n s i n g  

anotner  domest ic  caulking gun manufacturer i o  produce Newborn's guns;  and 



3) obta in ing  a f a c t o r y  K i t h  t h e  necessary  equipment t h a t  has e x c e s s  

c a p a c i t y  to  manufacture t h e  Newborn guns. (Chang, Tr. 224-64; CX 118, 

pp. 11-18). Due t o  d e c l i a i n g  L w e n t o r i e s  o f  his previous ly  imported 

g a s ,  Mr,  C h a q  f e l t  it necessary  t o  pursue a l l  t h r e e  opt ions  simultane- 

ously, i n  an e f f o r t  t o  a v a i l  h imse l f  o f  t h e  option t h a t  would result i n  

t h e  earliest production o f  t h e  patented caulking guns. Id .  - 
Mr. Chaw requested h i s  former c h i e f  e n g i n e e r ,  Mr. Kim, t o  come t o  t h e  

United S t a t e s  t o  determine t h e  f e a s i b i l i t y  o f  manufacturing t h e  patented guns 

i n  Newborn's Columbia, MD warehouse. Mr. Kim subudtted a r e p o r t  t o  the  com- 

p l a i n a n t  t h a t  o u t l i n e d  t h e  steps and equipment necessary  f o r  production. It 

was determlned that at least t h r e e  t o  f o u r  months would be required t o  o b t a i n  

the equipment t o  e s t a b l i s h  a manufacturing fac i l i ty .  (Finding o f  F a c t  147). 

Mr. John McClellaa, S r . ,  who i s  Hr. Chang's p a t e n t  a t t o r n e y ,  contac ted  two 

o f  t h e  t h r e e  domestic  manufacturers o f  caulking guns i n  an a t t e m p t  t o  n e g o t i a t e  

a l i c e n s i n g  agreement f o r  t h e  production o f  the  s u b j e c t  caulklng guns. The two 

manufacturers contac ted  by Mr. McClallan were Viking and V i t a l ,  both o f  whom 

manufacture only  r a t c h e t  guns, and have never  manufactured smooth caulklug 

guns. Consequently,  Mr. Chang determined t h a t  V i k i n g  and Vital would not be 

suitable l i c e n s e e s .  His e f f o r t s  t o  purchase t h e  assets of these companies were 

r e j e c t e d .  (Finding o f  F a c t  163).  

Mr. Chaw p e r s o n a l l y  contac ted  t h e  only  o t h e r  caulking gun manufacturer i n  the  

United States,  C o l l i e r  I n d u s t r i a l ,  Znc, C o l l i e r ,  t h e  only d o a e s t i c  company who 

has e v e r  produced smooth rod caulking guns,  c u r r e n t l y  does not manufacture 
- 

and s e l l  smooth s u c h  caulking guns, Following e x t e n s l v e  negot ia t ions  concerning 
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s p e c i f i c a t i o n s ,  q u a n t i t i e s ,  prices,  and c o n t r a c t  te rms ,  i t  appeared t h a t  Newborn 

and C o l l i e r  would s i g n  a c o n t r a c t  t h a t  would e s t a b l i s h  C o l l i e r  as Newborn's 

licensee. Howwer,  C o l l i e r  now i s  r e l u c t a n t  t o  cooclude t h e  l i c e n s i n g  arrange- 

ment,  pending t h e  o u t c w e  of i n s t a n t  i n v e s t i g a t i o n .  (F indlngs  of F a c t  149-158). 

To f i n d  a manufacturer who had t h e  excess capacity and equipment necessary  

t o  produce t h e  s u b j e c t  caulk ing  guns,  Kr. Chang p laced  an advert isement  i n  the 

Wall S t r e e t  Journal  on December 9 ,  1982. 4s a result o f  t h e  adver t i sement ,  Mr. 

Charrg was c o n t a c t e d  by Ht. James DeWitt, a c o r p o r a t e  f inancial  expert whose 

s p e c i a l t y  i s  matching manufacturing c a p a c i t y  and need. kfr. Chang r e t a i n e d  Mr. 

D e U i t t  t o  f i n d  an appropr ia te  manufacturing f a c i l i t y .  (Findings  o f  F a c t  143, 164). 

Most o f  t h e  companies i n v e s t i g a t e d  by Mr. Chang as a result o f  t h e  Wall S t r e e t  

Journal  adver t i sement  o r  sugges t ions  by Mr. D e W i t t  d i d  not  have t h e  machinery o r  

e f f i c i e n t  capacity u t i l i z a t i o n  r e q u i r e d  t o  produce Newbora's caulk ing  guns under 

l i c e n s e .  Mr. Chang pursued f u r t h e r  n e g o t i a t i o n s  with two p o t e n t i a l l y  f e a s i b l e  

Ucensees: Roper-Eastern o f  B a l t i m o r e ,  MD, aed M.S. Willett, Inc .  o f  C o c k e y s v i l l e ,  

M), Xowever, n e i t h e r  Roper-Eastern nor  M.S, Willett could  produce t h e  caulking 

guns at a s u f f i c i e n t l y  c o m p e t i t i v e  price, and consequent ly  were not  l i c e n s e d .  

(F indings  of Fact 148, 164, 165). 

At t h e  time t h i s  i w e s t i g a t i o n  went t o  trial i n  J u l y ,  1983, Mr. Chang had 

succeeded i n  s i g n i n g  a letter  o f  i n t e n t  with  yet  another  promising licensee, Mary 

P r o c t e r  T a b l e s  Corp. (MPT), o f  B a l t i m o r e ,  KD. Mr. Ray S e a g e r ,  t h e  P r e s i d e n t  of 

MPT, t e s t i f i e d  a t  the hearing on J u l y  15,  1983,  concerning the  proposed agreement 

in which  HPT was t o  produce i n  the beginning (c; guns /moat h , g r adual ly 

(C: i n c r e a s i n g  t o  product ion o f  guns/month f o r  Newborn. (F inding o f  

Fact 160).  
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The pos t -hear ing b r i e f  of t h e  Commission irnt  e s t i g a t i v  e a t t o r n e y  took the 

p o s i t i o n  t h a t  at  t h e  t ime o f  trial, t h e  l e t t e r  o f  i n t e n t  s i g n e d  by MPT and t h e  

complainant d i d  n o t  show a s u f f i c i e n t  commitment t o  commence product ion at  an 

i d e n t i f i a b l e  p o i n t  i n  t i m e ,  and t h a t  t h e  complainant,  t h e r e f o r e  was not  e n t i t l e d  

t o  rel ief  under t h e  prevent ion  o f  e s t a b l i s h m e n t  c l a u s e .  What appeared t o  be a 

c a u t i o u s  p o s i t i o n  o r i g i n a l l y  t a k e n  by t h e  Commission s taf f  was s t rengthened by 

t h e  complainant 's  motion t o  reopen t h e  proceedings  (Motion Docket No. 139-@), 

and t h e  ev idence  in t roduced a t  t h e  r e o p e n e d ' h e a r i n g ,  h e l d  October  25,  1983, 

pursuant t o  Order No. 34  ( i s s u e d  October  1 2 ,  1983). 

Mr. Chang t e s t i f i e d  a t  t h e  reopened hear ing  t h a t  f u r t h e r  n e g o t i a t i o n s  produced 

no c o n t r a c t  between MPT and Newborn. Beginning i n  l a te  July ,  Mr. Seager  i n d i c a t e d  

t h a t  several changes would be  r e q u i r e d  i n  t h e  o r i g i n a l  agreement,  which would 

i n c r e a s e  Newborn's o b l i g a t i o n s .  A d d i t i o n a l l y ,  MPT i n  undergoing r e o r g a n i z a t i o n  

under a Chapter 11  (e leven)  bankruptcy a c t i o n ,  and i s  r e q u i r e d  t o  wait s i x  months 

t o  r e c e i v e  t h e  apprwal o f  i t s  bankruptcy t r u s t e e s  b e f o r e  i t  may invest money i n  

new capital equipment. The combinat ion o f  t h e  above f a c t o r s  induced Hr. Chang 

t o  seek o t h e r  p o t e n t i a l  l i c e n s e e s .  (F inding  of F a c t  166) .  

However, i n  l a te  August 1 9 8 3 ,  Mr. Chang was informed t h a t  Keystone F r i c t i o n  

iilnge Co.,  of South W i l l i a m s p o r t ,  PA, had most of t h e  equipment and excess capacity 

n e c e s s a r y  t o  produce caulk ing  guns f o r  Newborn. The Vice -pres ident  o f  Key- 

s t o n e ,  Edward Hannon, v i s i t e d  Chang's Columbia, MD f a c i l i t i e s  during t h e  first 

week of September 1 9 8 3 ,  a v i s i t  t h a t  was fol lowed c l o s e l y  by s e v e r a l  c o w e r e a t i o n s  

and Mr, Chang's t o u r  o f  Keystone 's  p l a n t ,  During Mr. Chary's v i s i t  t o  Pennsylvania ,  

the parties n e g o t i a t e d  and s i g n e d  a c o n t r a c t .  (CX 1 3 5 ;  Finding of Fact 167) .  
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Under t h e  Newborn-Keystone agreement,  Keystone w i l l  purchase t h e  welding 

machines,  mainta in  a l l  t h e  equipment, and manufacture t h e  caulking gun frames. 

Newborn w i l l  supply t h e  stamping d i e s  t o  Keystone,  who w i l l  d e l i v e r  f ive  hundred 

samples t o  Newborn w i t h i n  t h l r t y  days after r e c e i p t  of t h e  stamping d i e s .  Upou 

apprcwal o f  t h e  samples ,  Keystooe w i l l  d e l i v e r  t o  Newborn a minimum o f  30,000 

frames/month, t o  begin  t h i r t y  days after  approval  o f  t h e  samples ,  and t o  cont inue  

I 

for a term o f  seven y e a r s .  (F inding o f  Fact 168) . 
Newborn wl11 purchase t h e  stamping d i e s  f o r  d e l i v e r y  t o  Keystone,  and t h e  

s p r i n g s ,  r o d s ,  and plunger  d i s c s  on t h e  open market. At f i r s t ,  Newborn plane 

t o  purchase  t h e  g r i p  p l a t e s ,  which c o n s t i t u t e  5% o f  t h e  arerrrll c o s t  o f  manufactur 

from abroad,  u n t i l  a domest ic  s o u r c e  c a n  be developed. Mr. Chang has found a 

domest ic  s teel  company capable  of producing steel  t h a t  has t h e  p r o p e r t i e s  

sought  by Kr. Chang, and Newborn c u r r e n t l y  i s  n e g o t i a t i n g  wi th  Keystone t o  produce 

t h e  g r i p  plates in a d d i t i o n  t o  t h e  frames. A l t e r n a t i v e l y ,  Mr. Chang also i s  

d i s c u s s i n g  t h e  product ion o f  t h e  g r i p  p l a t e s  w i t h  Lowry Tool & Die Co., one o f  

t h e  manufacturers  w i t h  whom Chang p l a c e d  an o r d e r  f o r  t h e  stamping d i e s .  

of F a c t  169). 

(Finding 

The caulk ing  gun frames w i l l  be p a i n t e d  at  I n d u s t r i a l  F a b r i c a t i o n s ,  also o f  

South W i l l i a m s p o r t ,  PA. Assembly, f ina l  welding of t h e  rod and d i s c ,  packaging,  

s h i p p i n g ,  and marketing w i l l  be t h e  r e s p o n s i b i l i t y  o f  Newborn and w i l l  take p l a c e  

i n  Maryland. Mr. Chang is c o n s i d e r i n g  t h e  u8e of one of t h r e e  handicapped persons 

o r g a n i z a t i o n s  l o c a t e d  in Bal t imore  t o  assemble t h e  caulking guns ,  but assembly 

e a s i l y  could  be accomplished in Newborn's Columbia, ND warehouse, wi th  f i f t e e n - t o -  

t h i r t y  days p r e p a r a t i o n  time. (F inding of F a c t  170). 

- 
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A t  t h e  c l o s e  o f  t h e  reopened hear ing  h e l d  October  25, 1983, t h e  

C o d s s i o n  i n v e s t i g a t i v e  a t t o r n e y  reques ted  leare  t o  submit a l e t ter  

t o  t h e  p r e s i d i n g  o f f i c e r  in t h e  event  t h a t  the s taf f  viewed t h e  newly 

in t roduced evfdence  as a s u f f i c i e n t  commitment t o  c o n s t i t u t e  a r e a d i n e s s  

t o  commence product ion  under t h e  Ultra-Microtome standard.  The s ta f f  

submitted such  'a letter  OD October  20 ,  1983, i n  which F t  took  t h e  posi -  

t i o n  that t h e  complainant  h a s  e s t a b l i s h e d  a r e a d i n e s s  t o  commence pro- 

d u c t i o n ,  based upon t h e  formal  agreement w i t h  Keystone t o  undertake 

specific o b l i g a t i o n s  and t o  expend c o n s i d e r a b l e  sums o f  money. 

f u r t h e r  noted  t h a t  Newborn and Keystone a l r e a d y  h a r e  p laced  o r d e r s  and made 

initial payments t o  t h i r d  parties. 

The staff  

It i s  t h e  o p i n i o n  of  t h e  p r e s i d i n g  o f f i c e r  t h a t  t h e  c o n t r a c t  s igned by 

Newborn and Keystone c o n s t i t u t e s  s u b s t a n t i a l  ev idence  o f  r e a d i n e s s  t o  couunence 

product ion.  

The c r e d i b l e  tes t imony o f  Messrs. Chang and Hannon at t h e  reopened hearing 

h e l d  October  25, 1983 provided a s s u r a n c e s  t h a t  both  parties t o  t h e  c o n t r a c t  have 

complied w i t h  t h e  c o n t r a c t  t o  t h e  e x t e n t  h e r e t o f o r e  p o s s i b l e .  Keystone placed 

o r d e r s  and advanced approximate ly  $21,000 on September 23, 1983 t o  o b t a i n  the  

r e q u i r e d  welding equipment. (CX 134). On October  7 and 1 7 ,  1983, Newborn p laced  

o r d e r s  f o r  t h e  s tamping  d i e s  w i t h  two t o o l  and d i e  companies,  and advanced 

approximate ly  $3,000 towards t h e  final purchase  price. (CX 138). The d i e s  are 

t o  be d e l i v e r e d  by late-Decembet 1983 d i r e c t l y  t o  Keystone,  who should r e c e i v e  

t h e  welding equipment by Late-January 1984.  (F indfngs  o f  F a c t  171-173).  Raw 

m a t e r i a l s  are a v a i l a b l e  from s e v e r a l  or' Keystone ' s  r e g u l a r  s u p p l i e r s ,  and Mr. 

C'nang is n e g o t i a t i n g  v L t h  t h r e e  potea:iz: s u p p l i e r s  o f  the springs, rods and 

. 'Lt-- c.Iscs, . ,  yLe -,ar,ies az:Lc~pa:r  ;:3c;uc::o:. o f  :he f i v e  nuncrei  S a n ? k S  'DI' 5..*3--5 - 



ear ly-February 1984, which would e n a b l e  commerical product ion t o  corxnence 

during March 1984. (Findings  o f  F a c t  174-176). Keystone has t h e  capa- 

c i t y  t o  i n c r e a s e  product ion as r e q u i r e d  from t h e  30,000 guns/month minFmum 

t o  any r e a s o n a b l e  q u a n t i t y ,  up t o  2.3 million gws'/year, (Finding o f  F a c t  177). 

Moreover, Kr. Chang has  t e s t i f i e d  t h a t  h e  ell manufacture t h e  patented  

caulk ing  guns even if  he i s  n o t  g r a n t e d  SD. e x c l u s i o n  o r d e r  by t h e  Commission, 

as he has requested.  (Chang, Tr.  305). This a s s e r t i o n  i s  supported by t h e  

c o n t r a c t  s igned w i t h  Keystone,  which i s  a formal l e g a l  a g r e e a n t  t o  manufacture 

caulk ing  guns for a per iod  of seven p e a r s .  (CX 135). 

I n  sum, I f i n d  t h a t  t h e  complainant has e s t a b l i s h e d  has  r e a d i n e s s  t o  

commence product ion  o f  t h e  patented  caulk lug   gun^, and thereby  has s a t i s f i e d  

t h e  Ultra-Microtome tes t  t h a t  it i s  an "embryo i n d u s t r y " ,  which is prewented 

from being e s t a b l i s h e d  by t h e  unlawful importa t ion  o f  t h e  s u b j e c t  caulk ing  

guns . 



E f f i c i e n t  and Economic Operation 

S e c t i o n  337 requires t h e  complainant t o  prove " u n f a i r  methods o f  

compet i t ion and u n f a i r  acts i n  t h e  importat ion of articles i n t o  the  

United States,  ... t h e  effect  o r  tendency o f  which i s  t o  s u b s t a n t i a l l y  

i n j u r e  an i n d u s t r y ,  e f f i c i e n t l y  and economical ly  operated ,  i n  the  

United S t a t e s ,  o r  t o  prevent t h e  establishanent of such an industry."  

(emphasis added). The Commission has i n t e r p r e t e d  t h e  s t a t u t e  t o  mean 

t h a t  i n  s i t u a t i o n s  i n  which no industry  exists,  there is no need f o r  

the  test  of e f f i c i e n c y  and economy o f  operat ion.  Ultra-Microtome, 

supra at 8. Consequently,  whether t h e  " industry"  f o r  t h e  manufacture 

o f  caulking guns i n  accordance with t h e  '112 p a t e n t  i s  e f f i c i e n t l y  and 

economical ly  operated need not be addressed here. 

- 

A l t e r n a t i v e l y ,  i t  i s  noteworthy t h a t  the record c o n t a i n s  evidence 

o f  t h e  type t r a d i t i o n a l l y  considered by t h e  Commission i n  determining 

t h a t  an industry  is e f f i c i e n t L y  and economical ly  operated.  These f a c t o r s  

have included:  ( 1 )  use o f  modern equipment; (2) i n c e n t i v e  compensation 

programs f o r  employees; (3) an e f f e c t i v e  q u a l i t y  c o n t r o l  program; 

(4)  e x t e n s i v e  advertising campaigns, and (5) sus ta ined  p r o f i t a b l e  oper- 

a t i o n .  C e r t a i n  Automatic Crankpin Gr inders ,  Xm. No. 337-TA-60 ( 1 9 7 9 ) ;  

C e r t a i n  Mic ia ture  Wheeled Vehicles, supra. - 
Although i t  i s  impossible  t o  p r e d i c t  with  c e r t a i n t y  t h a t  an as yet  un- 

established industry  will be operated e f f i c i e n t l y  and economical ly  i n  t h e  - 
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f u t u r e ,  ev idence  o f  record  r e l a t i n g  t o  Newborn's previous  operat ion8  supports  

a r e a s o n a b l e  i n f e r e n c e  that the  r e l e v a n t  i n d u s t r y  w i l l  be e f f i c i e n t l y  and 

economica l ly  operated.  

The complainant p r e v i o u s l y  operated  i n  Korea a s t r i n g e n t  q u a l i t y  c o n t r o l  

program i n  manufacturing i t s  patented caulk ing  guns. 

program a s s u r e s  that t h e  g r i p  plates are made of a p a r t i c u l a r  grade o f  steel ,  

that t h e  punch press o p e r a t e s  precisely t o  prevent  s l ippage  o f  t h e  plunger  

r o d ,  and that every  exposed s u r f a c e  o f  t h e  gun i s  t r e a t e d  and pa inted  proper ly  

so as not t o  rust. 

The q u a l i t y  c o n t r o l  

(Finding o f  F a c t  182). 

Mr. Chang test i f ied t h a t  Newborn Bros .  has spent  an  werage of $10 ,00O/year  

ou advertising i t s  smooth rod caulking gun s i n c e  1 9 7 6 ,  a l though a d v e r t i s i n g  was 

decreased after  1980 because o f  complainant 's  be l ie f  t h a t  i t s  advertising con= 

t r i b u t e d  more t o  respondents '  sales volume than t o  t h a t  o f  the complainant.  

(Finding o f  F a c t  179) .  

Ln a d d i t i o n ,  Newborn Bros . ' s  sales f o r c e  has p a r t i c i p a t e d  i n  a sales i n c e n t i v e  

compensation program. (Finding o f  F a c t  180). 

F i n a l l y ,  t h e  complainant 's  new l i c e n s e e ,  Keystone,  i s  e f f i c i e n t l y  and 

ecoaomica l ly  operated.  Mr. Chang test i f ied a t  t r i a l  t h a t  he v i s i t e d  t h e  Keystone 

p l a n t ,  and found i t  t o  be an e f f i c i e n t ,  wel i -organized ,  and a "very c o n s e n r a t i v e  

organizat ion . "  (Chang, Tr.  at 736). The record  f u r t h e r  i n d i c a t e s  t h a t  Keystone 

uses modern equipment, o p e r a t e s  c o s t  eff i c i e n t l y  , and is i n  s u s t a i n e d ,  good 

f i n a n c i a l  s tanding .  (Finding of  Fact 185). 
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In sum, it is the  opinion o f  the  presiding o f f i c e r  t h a t  it is unnecessary 

t o  address  whether t h e  industry  r e l e v a n t  t o  t h i s  investigation is e f f i c i e n t l y  

and economlcally  operated ,  but t h a t  evidence t r a d i t i o n a l l y  considered by t h e  

Commission In such a determination supports an Inference  t h a t  t h e  Industry  t o  

be e s t a b l i s h e d  will be e f f i c i e n t l y  and economically operated.  
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I j  u r y  

The cornplainant must show t h a t  t h e  importa t ion  and sale of the s u b j e c t  

caulking guns has  "...the effect or tendency ... t o  d e s t r o y  o r  s u b s t a n t i a l l y  

i n j u r e  t h e  domeetic  i n d u s t r y  ..." 19 U.S.C. 41337(a). It would be an im- 

p o s s i b l e  burden f o r  the  complainant t o  p r w e  t h a t  an "embryo industry"  has  

been e f f e c t i v e l y  des t royed o r  s u b s t a n t i a l l y  i n j u r e d .  Consequently,  t h e  

i s s u e  i s  whether t h e  imported infringing caulking guas prevent  the es tab  

l i shment  o f  the domest ic  induetry  by t h e i r  tendeacy t o  s u b s t a n t i a l l y  i n j u r e  

t h a t  industry .  

F a c t o r s  t h e  Commlssion g e n e r a l l y  has considered i n  reachtag  i n j u r y  

determinations i n c l u d e :  (1) i n c r e a s e d  levels of market p e n e t r a t i o n  by imports; 

(2) s u b s t a n t i a l  f o r e i g n  capacity t o  I n c r e a s e  e x p o r t s ;  (3) lost sales; (4) l o s t  

customers ;  (5) u n d e r s e l l i n g ;  (6) lost p r o f i t s ;  and (7) r e d u c t i o n  I n  complainant 's  

prices. C e r t a i n  R e c l o s a b l e  Plastic Bags, Lnv. No. 337-TA-22 (1977); C e r t a i n  Drill 

P o i n t  Screws f o r  Drywall C o n s t r u c t i o n ,  supra. The conrplalnant has  demonstrated - - 
t h e  e x i s t e n c e  of a tendency t o  i n f l i c t  f u t u r e  s u b s t a n t i a l  i n j u r y  on the domestic  

" industry"  w i t h i n  t h e  c o n t e x t  of  a 0337 i m e s t i g a t t o n .  

The in rem n a t u r e  o f  this proceeding a l lows  c o n s i d e r a t i o n  o f  similar u n f a i r  -- 
acts by respondents  and non-respoadents a l i k e  t o  determine the e x t e n t  o f  t h e  

tendency t o  i n j u r e  t h e  domest ic  industry .  C e r t a i n  R o l l e r  U n i t s ,  IIN. No. 337-TA-4 

(1976); C e r t a i n  Methods f o r  Extruding Plastic Tubing,  s u p r a ;  C e r t a i n  Vacuum B o t t l e s  

supra.  - 
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The n a t u r e  of an i n v e s t i g a t i o n  i n t o  c la imed p r e v e n t i o n  o f  e s t a b l i s h -  

meat would l e a d  one t o  b e l i e v e  t h a t  a showing o f  l o s t  sales,  l o s t  p r o f i t s ,  

l o s t  cus tomers ,  d e c r e a s e  i n  complainant 's  market  s h a r e ,  and r e d u c t i o n  i n  

complainant 's  p r i c e s  would b e  imposs ib le .  However, tFie p r e s e n t  i n v e s t i g a t i o n  

c o n t a i n s  ev idence  t h a t  supports  t h e s e  criteria.  

d o m e s t i c a l l y ,  t h e  complainant 's  p a t e n t e d  c a u l k i n g  gun has  been s o l d  i n  t h e  

U.S. since 1976. (Finding o f  F a c t  135). The effect o f  compet i t ion  by 

infringing c a u l k i n g  guns on Newborn's p r e s e n c e  i n  t h e  United S t a t e s  market 

e n a b l e s  one t o  p r o j e c t  t h e  tendency o f  t h e  i n f r i n g i n g  imports  t o  i n j u r e  t h e  

domest ic  "embryo industry . "  

Although not  produced 

The r e c o r d  demonstrates  t h a t  from t h e  i n t r o d u c t i o n  o f  t h e  Newborn smooth 

rod dung gun fn.1976 t o  1980, Newborn's sales i n c r e a s e d  from $717,000 t o  

$2.5 m i l l i o n ,  which c o n s t i t u t e d  approximately  40-50% o f  t h e  market s h a r e  f o r  

t h e  sale o f  such  guns. (F indings  o f  F a c t  187, 215). A d d i t i o n a l l y ,  Newborn 

(C) exper ienced  an o p e r a t i n g  p r o f i t  o f  i n  1980. (Finding o f  Fact 193). 

I n f r i n g i n g  caulk lng  guns began t o  appear i n  t h e  Uni ted  S t a t e s  i n  la te  1979, 

but were n o t  imported i n  l a r g e  numbers u n t i l  1981. (Finding of F a c t  186). 

The ev idence  of r e c o r d  e s t a b l i s h e s  t h a t  f o l l o w i n g  t h e  i n c r e a s e  i n  i n f r i n g i n g  

imports ,  Newborn exper ienced  a s u b s t a n t i a l  drop i n  sales of i t s  smooth rod caulking 

i n  1982. (Finding of F a c t  1881.- 12/ (c) gun,  from i n  1980 t o  

(C) A d d i t i o n a l l y ,  Newborn s u f f e r e d  a l o s t  o f  ' i n  1982. (Finding o f  F a c t  193). 

Newborn's c u r r e n t  market s h a r e  i s  approximate ly  15-202 of t o t a l  U.S. sales f o r  

- 12/ The complainant a l l e g e s  that i t  c u r r e n t l y  i s  l o s ing  $ 3 2 , 5 0 0  a month i n  
c a u l k i n g  gun sales. (Complainant 's  b r i e f ,  p.  56). Complainant's 
f i g u r e s  cannot  be  t a k e n  at face va lue  bacause  t h e  f i g u r e s  are based on 
sales p r o j e c t i o n s  o f  a contemplated 25X per y e a r  i n c r e a s e  i n  sales. 
(Chang, Tr. 295). Morewer, cornplainant has  d iscounted  some sales 
below t h e  l i s t  p r i c e  upon which compla inant ' s  p r o j e c t i o n s  are based. 
(F inding o f  fact 210). However, enocgh ev idence  o f  r e c o r d  exists  t o  
s u b s t a n t i a t e  independent ly  complafnanc's cla imed i n j u r y .  
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swath rod caulk ing  guns (Finding o f  F a c t  2151, w h i l e  the market s h a r e  of import 

o t h e r  than Newborn i s  growing rapidly .  (F indings  of F a c t  186, 217-219). 

The r e c o r d  demonstrates  t h a t  s i n c e  1980, many of Newborn's customers have 

reduced o r  d iscont inued t h e i r  purchases  of t h e  Newborn patented  caulk ing  gun, 

and have purchased infringing imported guns from o t h e r  sources .  (F indings  of 

F a c t  196-200, 203, 208, 227). 

Although i t  appears t h a t  Newborn has l o s t  sales t o  non-infringing imported 

econo-type guns (Findings  of F a c t  198, 203, 222) and d o m e s t i c a l l y  produced smoot 

rod aud ratchet caulk ing  guns (Findings  o f  F a c t  200, 220), the w i d e a c e  of r e c o r  

establishes t h a t  t h e  s u b s t a n t i a l  p o r t i o n  o f  complainant 's  l o s t  sales 1s a t t r i b u t  

to  Fnfringing imports .  (F indings  of F a c t  195, 197, 204, 206, 208). Sales l o s t  

t h e  C o U i e r  (VMBC) non- infr inging smooth rod c a u l k i n g  gun account  f o r  less than 

one t h i r d  o f  the  u n i t  sales l o s s  Newborn exper ienced  between 1980 and 1982. 

of Fact 220). 

5 2 %  of t h e  market, and t h e r e f o r e  cannot  account  f o r  the m a j o r i t y  of Newborn's 

sales. (F indings  of F a c t  217, 222). 

R 

( F i  

The test imony i n d i c a t e s  t h a t  t h e  econotype gun comprises only fro 

Moreover, the infringing imports  f r e q u e n t l y  are o f f e r e d  at prices well b e l o  

Newborn's manufacturing c o s t .  (F indings  of Fact 201, 202, 212). The evidence 

demonstrates t h a t  caulk ing  gun customers a r e  p r i c e - s e n s i t i v e .  (F indings  of F a c t  

208-210). 

i t s  prices t o  c e r t a i n  customers.  (F inding  of Fact 210>.'3/ 

has introduced i t s  o m  ratchet and econo-type c a u l k i n g  guns t o  compete w l t h  the 

To compete w i t h  t h e  underpriced infringing i m p o r t s ,  Newborn has reduc 

A d d i t i o n a l l y ,  Newbo 

- 131 The ev idence  i n d i c a t e s  t h a t  caulk ing  guns g e n e r a l l y  are s o l d  at  less 
than che price represented  on the manufacturer  or importers  price 
l i s t .  Bowever, the complainant reduced i t s  p r i c e d  g e n e r a l l y  from the 
1982 List p r i c e  t o  the 1980 level ,  and a d d i t i o n a l l y  discounted t o  meet 
speclfic I n s t a n c e s  o f  compet i t ion  from FnfrFngIng Imports. (Finding 
o f  Fact 210) .  
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lower p r i c e d  imports of i n f r i n g i n g  and econo-type caulking guns. 

F a c t  222) , 

(Finding o f  

The ewidence of record  supports  aa i n f e r e n c e  t h a t  t h e  i n f l u x  o f  infring- 

ing imports w i l l  cont inue ,  and t h a t  complainant would cont inue t o  lose sales 

t o  infringing imports should he commence production i n  t h e  United States, 

The r e c o r d  establishes that there exists a s u b s t a n t i a l  excess i n  f o r e i g n  capacity 

w a i l a b l e  f o r  t h e  production o f  caulking guns. 

A d d i t i o n a l l y ,  t h e  complainant has e s t a b l i s h e d  t h a t  s e v e r a l  non-respondents 

export to the United S t a t e s  i n f r i n g i n g  caulking guns (Findings of F a c t  124, 126, 

225-228), and t h a t  several respondents who p r e s e n t l y  do not  export t o  t h e  United 

States b e  expressed a desire to  do so. 

(Findings  of F a c t  202, 211). 

(Findings of Fact 211,  212), 

For the foregoing reasons ,  I f i n d  t h a t  t h e r e  exises a tendency t o  sub- 

s t a n t i a l l y  l n j u r e  in t h e  f u t u r e  t h e  "embryo industry-  for the production 

of caulking guns under t h e  s u i t  patent .  
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FINDINGS OF FACT 

The Adminis t ra t ive  Law Judge adopts  t h e  fo l lowing  F i n d i n g s  o f  F a c t  

t o  t h e  e x t e n t  they are c o n s i s t e n t  w i t h  t h i s  opinion.  

J u r i s d i c t i o n  

1 .  S e w i c e  of t h e  Complaint and N o t i c e  o f  I n v e s t i g a t i o n  was effected 

on a l l  respondents except Chi1  Sung Ind. Co. ( S X  28; Response 

t o  Complaint by Buseong I n d u s t r i a l  Co., L td . ,  Thumb E n t e r p r i s e  Co., 

Ltd. ,  Fuerza I n t e r n a t i o n a l  Co., Ltd., Taiwan Seven Wags Ind. Co. 

Ltd.)  . 
P a r t i e s  

2. Complainant P e t e r  J. Chang i s  t h e  p r i n c i p a l  s t o c k h o l d e r  and presi- 

dent  o f  Newborn B r o t h e r s  Company (Newborn), a domest i c  c o r p o r a t i o n  

p r i n c i p a l l y  engaged i n  fhe sale and d i s t r i b u t i o n  o f  caulk ing  guns 

in t h e  United S t a t e s ,  wl th  i t s  p r i n c i p a l  place of bus iness  a t  

9645 Gervig Lane,  P. 0. Box 8 ,  Columbia, Maryland 21046. S i n c e  

1976, Newborn has so ld  under i t s  own name s m o t h  rod ( r a t c h e t l e s s )  

caulk ing  guns manufactured i n  accordance w i t h  t h e  claims of U.S. 

Letters P a t e n t  4 , 0 8 1 , 1 1 2  ( t h e  '112 p a t e n t )  by R w o n  Products  

(Revon) i n  S e o u l ,  Korea. Revon, a company i n  which Mr. Chang was 

a l s o  p r i n c i p a l  s t o c k h o l d e r ,  c e a s e d  operat ions  on May 31, 1982. 

(CX 79). 
- 

3. Respondent Art-Co D i s t r i b u t o r s ,  Lnc, (Art-Co) has i t s  p r i n c i p a l  

p l a c e  o f  business at  111 West Robfnaor. S t r e e t ,  Orlanda,  F l o r i d a  

32802. Art-Co imports and sells smootn  rod  caulk ing  guns fc t h e  

m z t e c  S:s:es. C Y  136:. .. 



4. Bespondent Azco, Inc .  (Azco) has i t s  p r i n c i p a l  p l a c e  o f  business a t  

2530 South Broadway, L o 8  Angeles, C a l i f o r n i a  90007. Azco imports and 

se l ls  smooth rod caulking guns i n  the  United S t a t e s .  (CX 90, 110). 

5. Respondent DMZ Offshore  S e r v i c e s  (DMZ), 7600 N.W. 6 9 t h  Avenue, Hi&, 

F l o r i d a  33166, has o f f e r e d  imported smooth rod caulking guns f o r  sale i n  

t h e  United S t a t e s .  (CX 20). 

6. Respondent Gray Xarketing Group, Ltd., (GHG) has i t s  p r i n c i p a l  place o f  

bus iness  at 4500 Cedros h e n u e ,  P.O. Box 5216, P.O. Box 5216, Sherman 

Oaks ,  California 91413. GMG has s o l d  and d i s t r i b u t e d  imported smooth rod 

caulking guns i n  t h e  United S t a t e s .  (CX 92, p. 23; CX 109). 

7. Respondent Donald Gray (Gray) o f  4500 Cedros Avenue, P. 0. Box 5216, 

Sherman Oaks, C a l i f o r n i a  91413, is t h e  owner o f  GIG. U n t i l  January 1982, 

Gray sold and d i s t r i b u t e d  imported smooth rod caulking guns f o r  Newborn. 

From March 1, 1982 u n t i l  May 1, 1983, Gray s o l d  and d i s t r i b u t e d  imported 

smooth rod caulking guns f o r  respondent Azco. (CX 92, pp. 21, 26; CX ?.OS>. 

8. Respondent Great American Market ing,  Inc .  (GAM), 17537 Devonshlre S t r e e t ,  

North Ridge,  C a l i f o r n i a  91325, imports  and se l l s  smooth rod caulking guns 

i n  t h e  United S t a t e s .  (CX 22, 107). 

9. h s p o n d e n t  Handy Dan Home Improvement C e n t e r s ,  Lnc. (Handy Dan), 229 

South S t a t e ,  m e r ,  Delaware 19901, imports  and se l ls  smooth rod caulking 

guns i n  the United S t a t e s .  Handy Dan has purchased imported smooth rod 

caulking guns from Newborn, GMG, Gray, A.M. Lewis, Roberts  Consolidated,  
e 

and Western Marketing. (CX 107, I n t e r r o g .  6). 
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10. Lowe's Co., Inc .  (Lowe's), P. 0. Box 111, N. Wilkesboro,  North 

C a r o l i n a  28656, sel ls  imported smooth rod caulking guns in t h e  

United S t a t e s .  (CX 23). 

11. Respondent Hacklanburg-Duncan Co. (Macklanburg), h a s  i t s  p r i n c i p a l  

p l a c e  o f  b u s i n e s s  a t  4041 N. S a n t a  F e ,  P. 0. Box 25188, Oklahoma 

C i t y ,  Oklahoma 73125. Macklanburg imports  and se l ls  smooth rod 

caulk lng  guns i n  t h e  United S t a t e s .  (CX 96, 97, 111). 

12. Respondent The Mega Group, I n c .  (Mega), 6001 Northwest 153rd S t r e e t ,  

Mami L a k e s ,  F l o r i d a  33014, has  o f f e r e d  imported smooth rod caulk- 

ing guns f o r  sale i n  t h e  United S t a t e s .  (CX 18). 

13. Respondent Sav-on-Drugs, I n c .  (SOD) has  i t s  p r i n c i p a l  p l a c e  o f  

b u s i n e s s  a t  1500 S. Anaheim Boulevard,  P.O. Box 17, Anahelm, 

C a l i f o r n i a  92805. 

guns i n  t h e  United S t a t e s .  (CX 108). 

SOD I n p o r t s  and se l ls  saooth  rod caulking 

14. Etespondent Buseong I n d u s t r i a l  Co., Ltd. (Buseong),  247-7 

Sangok-Dong , Buk-j u, Inchon,  Korea,  manufactures smooth rod 

caulklng guns and e x p o r t s  them t o  the  United S t a t e s .  (CX 111).  

15.  Respondent CLB B r o t h e r s  Co., Ltd.  (CLB), P.O. Box 84-363, T a i p e i ,  

Taiwan has o f f e r e d  t o  e x p o r t  smooth rod caulklng guns t o  t h e  

United S t a t e s .  (Chang, Tr .  482; CX 8). 

16. . Respondent Chi1 Sung Ind;  Co. (Chi1  Sung),  14-7 Dong Ja Dong, 

CPO Box 2772, Yongsanku, S e o u l ,  Korea,  has o f f e r e d  t o  e x p o r t  

smooth rod caulking guns t o  t h e  United S t a t e s .  (Chang, T r .  484; 

cx 10) .  



17. Respondent DLW I n d u s t r i a l  CO., Ltd. (DLW), P.O. Box 27-93, Taichung, 

Taiwan, has  o f f e r e d  t o  expor t  smooth rod caulking guns t o  the  United 

S t a t e s .  (Chang, Tr.  483; CX 9). 

18. Respondent Fuerza I n t e r n a t i o n a l  CO.,  Ltd. (Fuerza) ,  141-1 Hoping 

Lunchow Hsiang, Taipei-Hsein,  Taiwan, has  o f f e r e d  t o  expor t  smooth 

rod caulking guns to  t h e  United S t a t e s .  (Chang, Tr. 491; CX 7). 

19. Respondent Kukje Corp., (Kukje) ,  CPO Box 747, Seoul ,  Korea, has 

exported smooth rod caulking guns manufactured by respondent Buseong 

t o  t h e  United S t a t e s .  (CX 84). 

20. Respondent Taiwan Seven Rings Ind. Co., Ltd. (TSR), P.O. Box 30-4222, 

T a i p e t ,  Taiwan has o f f e r e d  t o  export ’smooth rod caulking gunS.to the 

United S t a t e s .  (Chang, T r .  479; CX 4). 

21. Respondent Thumb E n t e r p r i s e s ,  Ltd. (Thumb); 6th F l o o r ,  T a l s h i n  

Bui ld ing ,  No. 30,  Sec.  2, Chi-Nan Road, T a i p e i ,  Taiwan has o f f e r e d  

to  expor t  smooth rod caulking guns to t h e  United S t a t e s .  (CX 32, 115). 

22. Respondent V i v a  I n t e r n a t i o n a l  Corp. (Viva) ,  1104th Floor, NCR Bui ld ing ,  

P.O. Box 13-361, 955 Tun Hwa S. Road, T a i p e i ,  Taiwan, has o f f e r e d  t o  

expor t  smooth rod caulking guns t o  the United S t a t e s .  (CX 6). 

23. Respondent Wlnmax, Inc .  (Winmax), P.O. Box 33-422, T a i p e i ,  Taiwan, 

(CX 5). has o f f e r e d  t o  expor t  smooth rod caulking guns t o  Europe. 

-- 
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Product i n  Issue 

24. The product i n  issue is a smooth rod caulking gun which i s  c w e r e d  

by t h e  claims o f  U.S. Letters P a t e n t  No. 4,081,112 ( t h e  '112 patent) .  

Chang sells  two models o f  caulking guns cowered by t h e  '112 patent :  

t h e  one-tenth g a l l o n  s ize ,  t h e  101 model; and t h e  quart s ize ,  t h e  

105 model. (Chang, Tr. 218). 

25. Approximately 50% of t h e  c a u l k l n g  guns s o l d  i n  t h e  United S t a t e s  

ate r a t c h e t - t y p e  caulk lng  guns and approxlmately  50% of t h e  caulking 

guns s o l d  Ln t h e  United S t a t e s  are smooth rod caulk ing  guns. 

(Chang, Tr .  290 382; SX 46A, p. 68). 

26. Ratchet- type caulk ing  guns have teetb ( r a t c h e t s )  ra f l l ed  i n t o  a 

plunger  rod. When t h e  u s e r  squeezes  t h e  t r i g g e r ,  t h e  t r i g g e r  

engages a l a t c h i n g  dog which,  in t u r n ,  engages t h e  t e e t h  and 

w e s  t h e  plunger  rod forward. The t e e t h  and dog then  hold t h e  rod 

in p l a c e  u n t i l  the t r i g g e r  is squeezed a g a i n  o r  t h e  rod i s  r e l e a s e d  

by disengaging t h e  t e e t h .  (Chang, T r ,  651, 653; SX 35; 458, 

pp. 13-14). 

27. Smooth rod caulk ing  guns o p e r a t e  through t h e  use of  a spring 

mechanism and do not u t i l i z e  r a t c h e t s ,  When t h e  user squeezes 

t h e  t r i g g e r ,  a gr ippfng  plate pushes forward a g a i n s t  a spring and 

advances t h e  plunger  rod and when t h e  t r i g g e r  I s  r e l e a s e d ,  t h e  

sprlng pushes t h e  gr ipping  plate and t r i g g e r  back t o  t h e  r e s t i n g  

p o s i t i o n .  (CX 1 ;  CPX 1; SPX 2 ) .  



28. Smooth rod and r a t c h e t - t y p e  c a u l k i n g  guns are s o l d  t o  t h e  "do-it- 

y o u r s e l f "  u s e r  and p r o f e s s i o n a l  user .  CaulMng guns are s o l d  through 

hardware w h o l e s a l e r s ,  home c e n t e r s ,  d i s c o u n t  c h a i n s  and bui lding 

m a t e r i a l  s u p p l i e r s .  The one-tenth g a l l o n  size gun i s  g e n e r a l l y  

marketed t o  the "do- i t -yourse l f "  u s e r ,  whereas t h e  l a r g e r  q u a r t e r - s i r e  

gun g e n e r a l l y  i s  marketed t o  t h e  p r o f e s s i o n a l  user .  Newborn s e l l s  

p r i m a r i l y  t o  t h e  "do- i t -yourse l f "  market  and approximately  85% 

o f  Newborn's d o l l a r  gales and 95% o f  i t s  mit sales are a t t r i b u t a b l e  

t o  t h e  one-tenth g a l l o n  (101 model) gun. (Chang, Tr .  218-19; CX 79, 

I n t e r r o g .  10; SX 46B, pp. 71-72). 

29. It is e s t i m a t e d  that annual  sales o f  c a u l k i n g  guns i n  t h e  United 

S t a t e s  t o t a l  approximately  6 t o  8 m i l l i o n  u n i t s  and that caulking 

gun sales t o  the "do- i t -yourse l f "  market t o t a l  approximately  4 t o  

5 m i l l i o n  units. (Chang, Tr .  219; CX 81, I n t e r r o g .  15(a); SX 46A, 

p. 67). 

30. There  are e s s e n t i a l l y  two t y p e s  o f  smooth rod caulk ing  guns s o l d  

One t y p e  o f  gun has a t r i g g e r  p i v o t  p o i n t  i n  t h e  United S t a t e s .  

a b w e  t h e  p l u n g e r ,  such  as t h a t  which i s  found i n  t h e  Newborn 

model 101 and 105 c a u l k i n g  guns and t h e  a l l e g e d l y  i n f r i n g i n g  imported 

caulk ing  guns. The o t h e r  type of smooth rod gun,  commonly r e f e r r e d  

t o  as t h e  "E Type,"  "econo-smooth rod" o r  " s h o r t  handle"  caulk ing  

gun,  has  a t r i g g e r  p i v o t  p o i n t  l o c a t e d  below t h e  p lunger  rod. 

.- 
(CPX 1-20; SPX 1-4). 

31. It i s  e s t i m a t e d  t h a t  approximately  one-hal f  of the caulking guns 

s o l d  i n  t h e  United S t a t e s  are imported and t h a t  95% of imported 

caulk ing  guns are o f  t h e  smooth rod type.  (SX 46A, pp. 68-69). 
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32 I n  la te  1981, t h e  UMAC D i v i s i o n  o f  Coll ier  I n d u s t r i e s ,  Inc., 

l o c a t e d  i n  Weirton,  West V i r g i n i a ,  began manufacturing a smooth 

rod caulk ing  gun i n  t h e  United S t a t e s ,  

producer o f  smooth rod caulk ing  guns f o r  t h e  do- i t -yourse l f  market. 

UXAC e s t i m a t e s  t h a t  it accounts  f o r  approximafely  

approximately  6 t o  8 m i l l i o n  caulk ing  guns s o l d  annual ly  i n  t h e  

United S t a t e s .  However, W C  i s  predominantly a manufacturer o f  

r a t c h e t  guns and i t s  sales o f  smooth r o d  caulk ing  guns t o t a l l e d  only 

approximately  i n  1982. (Chang, Tr. 280-81; SX 46A, pp. 15, 

UHAC 1s t h e  only domastic  

o f  t h e  

66-68, 78, 79; SX 468, pp* 74-75, 76; SPX 2). 

33. Prior t o  t h e  Schneider  smooth rod  caulking gun, b o t h  t h e  p r o f e s s i o n a l  

and do- i t -yourse l f  markets u t i l i z e d  only r a t c h e t  c a u l U n g  guns. 

r a t c h e t  gun c u r r e n t l y  i s  p r e f e r r e d  f o r  Lts d u r a b i l i t y  by t h e  pro- 

f e s s i o n a l  u s e r .  (Chang, Tr .  382). 

The 
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V a l i d 1  t y  

34. The complainant f i l e d  a Korean p a t e n t  a p p l i c a t i o n  f o r  i t s  smooth r o d  

c a u l k i n g  gun on J u l y  29, 1976. (CX 28). 

35. U.S. Letters P a t e n t  No. 4,081,112 ( t h e  '112 p a t e n t )  p a t e n t  i s s u e d  on 

Hatch 28, 1978 t o  t h e  named i n v e n t o r ,  P e t e r  J, Chang, on  U.S. P a t e n t  

A p p l i c a t i o n  S e r i a l  No. 731,730, f i l e d  October  12, 1976. (CX 1). 

36. I n  January 1973, Xr* Chaw formed RWQU P r o d u c t s ,  Inc. f o r  t h e  

purpose of manufacturing r a t c h e t  c a u l k i n g  guns f o r  worldwide expor t .  

A t  t h i s  time t h e  Uni ted  S t a t e s  market was comprised of v i r t u a l l y  

100% r a t c h e t  guns. Revon Products  U.S.A., Znc. was a d i s t r i b u t i o n  

cbmpanp and served  as an e x p o r t  clearing house i n  t h e  United S t a t e s .  

37. Mr. Chang h a s  s t u d i e d  mechanica l  engineer ing  i n f o r m a l l y ,  but does not 

possess a n  e n g i n e e r i n g  degree .  (CX 118). 

38. In 1975, Mr. Chaw wanted t o  e l i m i n a t e  the. r a t c h e t  mechanism i n  t h e  rod 

by c o n v e r t i n g  t o  a smooth push rod. The r a t c h e t  guns presented  t h e  

f o l l o w i n g  problems: e x p e n s i v e  t o o l i n g  c o s t s  f o r  m i l l i n g  t h e  r a t c h e t ,  

lack o f  t h r u s t i n g  power t o  extract h i g h v i s c o s i t y  c a u l k ,  and t h e  i n a b i l i t y  

t o  pull back t h e  push rod t o  s t o p  t h e  caulk ing  f low w i t h  one hand. 

(Chang, Tr .  204-06; B: 118). 

39. I n  February 1975, Chang o b t a i n e d  a smooth rod gun patented  under U.S. 

Letters P a t e n t  No. 1,986,166 (CX 39) and began to i m p r w e  upon it. I n  

o r d e r  t o  i n c r e a s e  t h e  t h r u s t i n g  power, Mr. Chang determined t h a t  an extra 

long t r i g g e r  t o  i n c r e a s e  l e v e r a g e  w i t h i n  the  s p e c i f i e d  area o f  a handle 

was n e c e s s a r y .  . However, t h e  span between t h e  t r i g g e r  and t h e  handle 

was l i m i t e d  t o  t h e  width which a human hand could c w e r .  I n  o r d e r  t o  

.- 
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a c h i e v e  t h e  extra 10% l e v e r a g e  o f  t h e  t r i g g e r  w i t h i n  t h e  f i x e d  l e n g t h  

and width o f  t h e  handle ,  i t  was necessary  to awe t h e  p i v o t  o f  t h e  

t r i g g e r  t o  a b w e  t h e  p i s t o n  rod. F u r t h e r ,  Xr. Chang wanted t o  create a 

new spr ing  assembly t h a t  would both i n c r e a s e  t h r u s t i n g  power and e l i m i n a t e  

t h e  s l i p p a g e  problem. (Chang, T r .  207-12; CX 39; CX 7 9 ,  I n t e r r o g .  5; 

40. Smooth rod  caulk ing  guns had e x i s t e d  on t h e  market f o r  many years. The 

Alb ion  gun was made according t o  the  Schnefder  p a t e n t ,  U.S. Letters 

P a t e n t  No. 1 , 9 8 6 , 1 6 6  i s s u e d  i n  1935, The existing smcioth rod caulUng 

guns had similar problems found i n  r a t c h e t  guns ,  namely lack o f  t h r u s t i n g  

power and s l i p p a g e  on t h e  rod. ( C h a w ,  Tr. 207-12; CX 1 1 8 ,  p. 5). 

41. The manufacturing p r o c e s s  n e c e s s a r y  t o  produce t h e  n e w  gun was developed 

in November 1 9 7 5 ,  and in May 1976 marketing began in t h e  United S t a t e s .  

(Chang, Tr .  212 ;  CX 118, p.  6 ) .  

42. I n  t h e  f irst  Office A c t i o n  by the Patent and Trademark Office (PTO) t h e  

p a t e n t  examiner rejected a l l  f i v e  c la ims o f  t h e  patent, on 35 U.S.C. 9112 

and 35 U.S.C. 9103, on t h e  basis of  two p r i o r  art r e f e r e n c e s :  the Costa  

p a t e n t ,  U.S. Letters P a t e n t  No. 4 , 0 0 9 , 8 0 4 ;  and t h e  Cox A u s t r a l i a n  P a t e n t  

No. 217 ,894 .  (Witherspoon,  Tr.  514; CX 38). 

43.  The fo l lowing  p e r t i n e n t  p r i o r  ar t  was c i t e d  by t h e  PTO examiner: t h e  

Schnefder  p a t e n t ,  U.S. Letters P a t e n t  No, 1 , 9 8 6 , 1 6 6 ;  t h e  Peterson  p a t e n t ,  

U.S. L e t t e r s  P a t e n t  N o . 4 , 5 3 0 , 3 5 9 :  the Sherbondy p a t e n t ,  U.S. L e t t e r s  

P a t e n t  No. 2,561,825; the Costa  p a t e n t ,  U.S. Iptters P a t e n t  No. 4 , 0 0 9 , 8 0 4 ;  

and the Cox A u s t r a l i a n  P a t e n t  No. 2;7,894. (CX 1 ,  38-43). 

-- 
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44. The p a t e n t  examiner r e j e c t e d  t h e  o r i g i n a l  claims o f  t h e  '112 patent  under 

0112 because  t h e  t r i g g e r  had not  been def ined  a p p r o p r i a t e l y ,  and under 

0103 because  t h e  '112 i n v e n t i o n  was ObriOUS i n  l i g h t  o f  Reference  L 

(Cox), c i t e d  i n  combination w i t h  Reference A (Costa) .  (CX 38).  

45. It would have been o b i o u s  t o  employ a manually r e l e a s a b l e  second 

g r i p  e lement  taught  by Costa  in combination K i t h  t h e  d e v i c e  d i s c l o s e d  

by t h e  Cox p a t e n t  a p p l i c a t i o n .  (Witherspoon, Tr .  514; CX 38). 

46. All t h e  p r i o r  art c i t e d  by t h e  examiner had p i v o t  p o i n t s  below t h e  rod ,  

wi th  t h e  e x c e p t i o n  o f  t h e  Cox patent .  

t h e  '112 i r w e n t i o n  on t h e  b a s i s  o f  t h e  Cox p a t e n t ,  which had t h e  p i v o t  

The e x d n e r  or iginal ly  r e j e c t e d  

point above t h e  r o d ,  but  al lowed t h e  claims as amended, which required  

t h e  s p r i n g  t o  be l o c a t e d  above t h e  plunger rod. (Witherspoon, Tr .  

516-17; CX' 38-43) 

47. The Cox A u s t r a l i a n  P a t e n t  d i d  n o t  suggest  " c o n t a c t  of a p o r t i o n  o f  t h e  

t r i g g e r  above t h e  p i v o t  c o n t a c t i n g  g r i p . "  (CX 38, amendment p. 3). 

48. All of t h e  p r i o r  art  c i t e d  by t h e  e-ner had s p r i n g s  as t h e  operat ing  

means and all had t h e  f i rs t  spring on,  not  above t h e  rod. (CX 39-43). 

49. I n  response  t o  t h e  examiner 's  r e j e c t i o n ,  claim 1, t h e  only  independent 

claim i n  t h e  '112 p a t e n t ,  was amended. C l a i m  1 sets f o r t h  t h e  purported 

imprw ement as t h e  combination o f  elements comprising:  

t h e  f i r s t  grip e n c i r c l i n g  w i t h i n  t h e  handle t h e  plunger  
s h a f t  and protruding upwardly beyond the plunger  s h a f t  t o  
a l o c a t i o n  proximate t h e  upper p o r t i o n  of t h e  frame, t h e  
t r i g g e r  extending upwardly f n  t h e  handle t o  a t r i g g e r  
p i v o t  l o c a t e d  above t h e  plunger s h a f t ,  a p o r t i o n  of 
t h e  t r i g g e r  a b w  e t h e  piv o t  o p e r a t i v e l y  c o n t r a c t i n g  s a i d  
f i r s t  g r i p  upward p r o t u s i o n ,  said f i rs t  spr ing  o p p o s i t e l y  
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b i a s i n g  said t r i g g e r  o p e r a t i v e  engagement, t h e  handle 
having a forward wall, t h e  f irst  spring being a compresslon 
spring, and means f o r  f r i c t i o n a l l y  r e t a i n i n g  t h e  f i r s t  
spr ing  l n  t h e  spacing between t h e  forward wall and t h e  
f irst  g r i p ,  above t h e  p lunger  s h a f t .  

c 

(CX 1, c o l .  3, 1. 14 t o  c o l .  4, 1. 2). 

50. C l a i m  2 o f  the '112 p a t e n t  describes t h e  purported improved combinatiou 

d i s c l o s e d  t h e r e i n  as f o l l o w s :  

I n  a caulk ing  gun as recited i n  claim 1, t h e  handle 
k i n g  a rear w a l l  w i t h  an  opening t h e r e i n ,  t h e  second 
g r i p  v i t h i n  t h e  handle and e n c i r c l i n g  t h e  pluuger wi th  
said o p e r a b l e  p o r t i o n  p r o j  e c t i n g  through the opening 
and a reawardly concave p o r t i o n  o f  t h e  second g r i p  
extending upwardly t o  free c o n t a c t  w i t h  t h e  rear waPl 
i n t e r i o r ,  t h e  second spring being on t h e  plunger shaft 
and urging apart said trigger and second grip.  

(CX 1 ,  col .  1). 

51. The advance aver t h e  p r i o r  art  d i s c l o s e d  i n  claim 1 of t h e  '112 p a t e n t  is 

the  combinat ion of " the  f e a t u r e s  of a t r l g g e r  p i v o t  and t r i g g e r - t o d r i v e  

g r i p  engagement above a p lunger  rod" i n  a smooth rod caulking gun. 

c o l .  1, 1. 30-31; SX 468 at 31-33). 

(CX 1, 

52. The purported improvement o f  t h e  combination descr ibed i n  claim 2 o f  t h e  

'112 p a t e n t ,  wherein the s topping  mechanism i s  p laced  w i t h i n  the handle ,  

r e s u L t s  i n  "advantages of ... q u i c k  f a b r i c a t i o n  and assembly,  damage 

r e s i s t a n c e ,  and appearance."  (CX 38, amendment, p. 3). 

53. The s p e c i f i c a t i o n s  i n  the ' 112  patent s t a t e  t h a t  the purpose o r  

advantage of the placement o f  t h e  f irst  spring above the rod i s  ease 

o f  assembly. (Witherspoon,  T r .  688; CX 1 ,  c o l .  2, 1. 55-60). 
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54.  Xr. Fought,  g e n e r a l  manager o f  UMAC, t e s t i f i e d  t h a t  because  o f  t h e  

combinat ion o f  a h i g h  t r i g g e r  p i v o t  and o p e r a t i v e  contact o f  t h e  t r i g g e r  

and f irst  g r i p  abave t h e  p lunger  rod i n  t h e  d e v i c e  such as t h a t  d i s c l o s e d  

i n  claim 1 o f  t h e  ' 1 1 2  p a t e n t ,  less p r e s s u r e  is required  t o  e x p e l  t h e  

c a u l k  i n  such a d e v i c e  than i n  a d e v i c e ,  such as SPX 4 ,  with  a lower 

p i v o t  system. (SX 46A, pp. 32-33). 

55. The claims o f  t h e  Chang patent s p e c i f i c a l l y  r e q u i r e  t h a t  t h e  f irst s p r i n g  

b e  abave t h e  rod and s p e c i f i c a l l y  r e q u i r e  t h a t  t h e  pirtot  po int  o f  t h e  

trigger be above t h e  rod. (Witherspoon,  Tr. 521; CX 1 ,  claim 1). 

56. The placement o f  t h e  f i r s t  s p r i n g  above t h e  rod i s  very critical i n  o r d e r  

for t h e  smooth rod c a u l k i n g  gun t o  f u n c t i o n  properly .  If i t  i s  not p laced  

a b w e  t h e  r o d ,  it q u i c k l y  w i l l  become d e f e c t i v e  because both t h e  spr ing  

and t h e  f i r s t  g r i p  w i l l  wear out .  (Chang, Tr .  6 3 7 ) .  

P a t e n t s  c i t e d  by t h e  Commission i n v e s t i g a t i v e  a t t o r n e y  t h a t  were not  

c i t e d  by t h e  examiner  i n c l u d e :  t h e  Carhar t  p a t e n t ,  U.S. L e t t e r s  P a t e n t  

No. 3 , 8 9 4 , 6 6 3 ;  t h e  United S t a t e s  Cox p a t e n t ,  U.S. Letters P a t e n t  4 , 0 7 2 , 2 5 4 ;  

t h e  Beyer  and O t t o  p a t e n t ,  German Patent No. 1 , 9 6 8 , 8 1 9 ;  and,  t h e  Cre ighton  

p a t e n t ,  U.S. Letters P a t e n t  No. 3,311,265. All o f  t h e s e  references, r i t h  

t h e  e x c e p t i o n  of t h e  C a r h a r t  p a t e n t ,  show t h e  p i v o t  p o i n t  below t h e  rod 

and show t h e  f i rs t  s p r i n g  l o c a t e d  on t h e  plunger rod. (Witherspoon,  T r ,  

521-22;  SX 3 1 ,  3 2 ,  3 5 ,  4 0 ) .  



58. The Carhart p a t e n t  concerns  a ratchet gun,  which does not  teach the  

use  of springs. (Witherspoon,  Tr .  522;  SX 35) .  

59. None of  t h e  p a t e n t s  raised by t h e  Commission i n v e s t i g a t i v e  a t t o r n e y  

d i s c l o s e s  t h e  placement o f  the f i r s t  spr ing  above t h e  plunger  r o d ,  

which was amended t o  the  claims o f  complainant 's  i n v e n t i o n  t o  overcome 

t h e  examiner 's  r e j e c t i o n .  All of the  art c i t e d  by the staff teaches 

placement of t h e  s p r i n g  on the rod.  (Witherspoon, Tr .  523). 

60. The Lechler i n s t r u c t i o n  s h e e t s  f o r  caulklng gun models 201,  202 and 

203 ,  dated June 1974, were p r i n t e d  aod d i s t r i b u t e d  i n  Germany in 1974. 

(SX 29 ,  29A, 29B, 29C, 29G, 49 ,  49A; SX 5 3 ,  pp+ 58-60, 65-69, 71-73; 

sx 54) .  

61. I n  1974, Johann L u t z ,  then  a s s i s t a n t  t o  the  manager o f  Lechler's promotion 

department,  personally determined through spot  checks t h a t  a caulk ing  gun 

i n s t r u c t i o n  sheet (SX 294 ,  B, C)  was included l a  t h e  p a w e  f o r  each model 

201,  202 and 203 caulk ing  gun d i s t r i b u t e d  by Lechler. (SX 2 2 ;  SX 53 at 

58-60, 7 2 ) .  

62.  I n  1974, approximately  7,000 o f  the  I n s t r u c t i o n  sheets f o r  L e c h l e r ' s  

model 201 c a u l k i n g  gun were p r i n t e d .  Approximately 4 , 0 0 0  o f  these 

sheets were d i s t r i b u t e d  w i t h  caulk ing  guns s o l d  by L e c h l e r  i n  1974. 

These sheets a l s o  were d i s t r i b u t e d  t o  Lechler'a sales o f f i c e s  through- 

out  Gennany f o r  i n c l u s i o n  in proposa ls  t o  L e c h l e r ' s  customers. (SX 29B, 

63.  Approximate ly  2 , 5 0 0  o f  t h e  i n s t r u c t i o n  s h e e t s  for  Lechler's model 

203 caulking gun were p r i n t e d  ani d i s t r i b u t e d  in Germaay i n  1 9 7 4 .  

( S X  29C; SX 53, p p .  65-66), 
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Certain types  o f  d r i v i n g  o r  o p e r a t i n g  means i n c l u d e  s p r i n g s ,  g e a r s  

o r  r a t c h e t s ,  and compression r u b b e r  o r  compression p l a s t i c  material. 

(Chang, Tr .  625-26). 

c 

No s p r i n g s  are p i c t u r e d  on t h e  Lechler drawings. (CX 29A-G). 

One cannot  t e l l  from t h e  L e c h l e r  drawing o r  leaflet where t h e  

placement  o f  any of t h e  s p r i n g s  o r  o t h e r  o p e r a t i n g  means would be 

because  t h e  leaflet  and t h e  drawing do not  show t h e  i n t e r r e l a t i o n s h i p  

o f  t h e  i n n e r  working p a r t s .  (Chang, Tr .  627-28). 

The drauing i n  t h e  L e c h l e r  leaf let  does n o t  show t h e  handle fully 

extended t o  t h e  b u t t  cap. There  i s  an i n d i c a t i o n  t h a t  t h e  handle i s  

r e s t r a i n e d  from extending  a l l  t h e  way t o  t h e  b u t t  cap  by a lower 

p i v o t  p o i n t .  (Chang, Tr .  628-29). 

F i g u r e  2 of t h e  '112 p a t e n t  shows t h a t  t h e - t r i g g e r  has t o  be extended 

f u l l y  t o  t h e  b u t t  cap K i t h  no r e s t r a i n i n g  r i v e t .  (Chang, Tr.  629). 

The L e c h l e r  leaf let  drawing shows t h e  forward wall which is t h e  

back o f  t h e  b u t t  cap t o  be smooth. It does n o t  d e p i c t  a r e s t r a i n i n g  

notch.  The r e s t r a i n i n g  notch  f u n c t i o n s  as a r e t a i n i n g  mechanism 

f o r  t h e  f i r s t  s p r i n g  i f  i t  is p l a c e d  above rod. If t h e r e  i s  no 

r e s t r a i n i n g  n o t c h ,  t h e  spring can  pop out.  The Newborn caulk ing  gun 

u t i l i z e s  such a r e s t r a i n i n g  notch.  (Chani;, T r .  630-31). 

The drawing on t h e  L e c h l e r  leaflets  i n d i c a t e s  t h a t  t h e  release l e v e r  

is " f l o a t i n g . "  It i s  n o t  b i a s e d  by a spring o r  o t h e r  mechanism. 

(Chang, Tr. 631-32). 
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71. The Lechler leaf lets  do n o t  show each and euery element c i t e d  in 

t h e  claims o f  t h e  '112 p a t e n t  and consequent ly  do n o t  show them i n  

t h e  r e l a t i o n s h i p  set f o r t h  i n  t h e  '112 invent ion.  (Witherspoon, 

Tr.  681-82; SX 29B). c 

72.  The l e v e l  o f  s k i l l  i n  t h e  p e r t i n e n t  a r t  a t  t h e  time o f  t h e  

i n v e n t i o n  o f  t h e  d e v i c e  d i s c l o s e d  i n  t h e  '112 p a t e n t  was 

r e l a t i v e l y  low. (Witherspoon,  Tr .  552; CX 118, p. 4). 

Infringement o f  t h e  '112 P a t e n t  

73 .  Respondent Azco has imported,  and respondents Gray and Gray Marketing 

Group have d i s t r i b u t e d ,  c a u l k i n g  guns t h a t  c o n t a i n  t h e  fol lowing:  

(1 )  a t r i g g e r  lever pivoted  above t h e  plunger  rod which c o n t a c t s  t h e  

gr ipping  p l a t e  a b w e  t h e  rod ;  ( 2 )  a f irst  spr ing  f r i c t i o n a l l y  r e t a i n e d  

above t h e  plunger  rod between t h e  forward wall and t h e  f irst  g r i p ;  

(3) a second s p r i n g  and second g r i p  plate enc losed  w i t h i n  t h e  handle ,  

wi th  o n l y  a manual release l e v e r  and end o f  t h e  plunger  rod protntding 

beyond t h e  handle ;  and (4 )  t h e  t r i g g e r  touching t h e  b u t t  cap when Fn a 

r e l e a s e d  p o s i t i o n .  (CPX 2 ,  3 ,  5 ,  8 ,  9 ,  18). 

74. Respondent Lowe's C O . ,  Inc .  purchases  from abroad both  econo-type and 

caulk ing  guns t h a t  are i d e n t i c a l  t o  complainant 's  model 101 caulking 

gun. ( R a b e r ,  Tr .  45-46; CX 2 3 ) .  

75. Respondent Buseong manufactures for  expor t  t o  the  United S t a t e s  caulk ing  

guns t h a t  c o n t a i n  the fo l lowing :  ( 1 )  a t r i g g e r  l e v e r  pivoted above 

t h e  plunger  rod which c o n t a c t s  t h e  gr ipping  plate  a b w e  the  rod;  (2) 
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a f i r s t  . s p r i n g  f r i c t i o n a l l y  r e t a i n e d  above t h e  p l u n g e r  rod between 

t h e  forward wall and t h e  f i r s t  g r i p ;  (3) a second s p r i n g  and second 

g r i p  p l a t e  e n c l o s e d  w i t h i n  t h e  h a n d l e ,  w i t h  o n l y  a manual release 

lever and end of  t h e  p l u n g e r  rod p r o t r u d i n g  beyond t h e  h a n d l e ;  and 

( 4 )  t h e  t r i g g e r  t o u c h i n g  t h e  b u t t  c a p  when i n  a r e l e a s e d  p o s i t i o n .  

(CX 12; CPX 1 3 ,  17; SPX 1). 

76. Non-respondent Cashway se l l s  a c a u l k i n g  gun t h a t  c o n t a i n s  t h e  f o l l o w i n g :  

( 1 )  a t r i g g e r  lever p i v o t e d  above the plunger  r o d  which c o n t a c t s  t h e  

g r i p p i n g  p l a t e  above t h e  r o d ;  ( 2 )  a f i r s t  s p r i n g  f r i c t i o n a l l y  r e t a i n e d  

above t h e  p l u n g e r  rod between t h e  f o r v a r d  wall and t h e  f i r s t  g r i p ;  

( 3 )  a second s p r i n g  and second g r i p  p l a t e  e n c l o s e d  w i t h i n  t h e  h a n d l e ,  

w i t h  o n l y  a manual release l e v e r  and end o f  t h e  plunger  rod p r o t r u d i n g  

beyond t h e  h a n d l e ;  and (4 )  t h e  t r i g g e r  t o u c h i n g  t h e  b u t t  c a p  when i n  a 

r e l e a s e d  p o s i t i o n .  (CPX 4 ) .  

77. Non-respondent True-Value Hardware S t o r e s  s e l l s  a c a u l k i n g  gun t h a t  

contains t h e  f o l l o w i n g :  (1) a t r i g g e r  lever p i v o t e d  above t h e  p l u n g e r  

rod which c o n t a c t s  t h e  g r i p p i n g  p l a t e  above t h e  r o d ;  (2) a f i r s t  

s p r i n g  f r i c t i o n a l l y  r e t a i n e d  above t h e  plunger  rod between t h e  

forward wall and t h e  f i r s t  g r i p ;  (3) a second s p r i n g  and second g r i p  

p l a t e  e n c l o s e d  w i t h i n  t h e  h a n d l e ,  w i t h  o n l y  a manual re lease  l e v e r  

and end o f  t h e  p l u n g e r  rod p r o t r u d i n g  beyond t h e  h a n d l e ;  and (4 )  t h e  

t r i g g e r  t o u c h i n g  t h e  b u t t  cap when i n  a r e l e a s e d  p o s i t i o n .  (CPX 6 ) .  

78 .  Non-respondent Ace P r i c e  s e l l s  a c a u l k i n g  gun that c o n t a i n s  t h e  

f o l l o w i n g :  (1) a t r i g g e r  l e v e r  pivo:ed above t h e  piunger  rod w h i c h  

con:acts  the  g r i z p i n g  p i a t e  above :ne rod: , - )  a f i r s :  s p r i n g  f t i c -  / "  

L -  



t i o n a l l y ' r e t a i n e d  above t h e  plunger  rod  between t h e  f o w a r d  wall and 

t h e  f i rs t  g r i p ;  (3) a second s p r i n g  and second g r i p  plate enclosed 

w i t h i n  t h e  handle ,  wi th  o n l y  a manual release lever and end o f  t h e  

plunger  rod protruding beyond t h e  handle;  and (4) t h e  t r i g g e r  touching 

t h e  b u t t  cap  when i n  a r e l e a s e d  p o s i t i o n .  (CPX lo). 

79. Noa-respondent Reardon-Briggs se l l s  a caulking gun t h a t  contains t h e  

f o l l o w i n g :  ( 1 )  a t r i g g e r  lever pivoted a b w e  t h e  plunger rod whfch 

contacts t h e  g r i p p i n g  plate above the rod;  (2) a f irst  spr ing  f r i c t i o n -  

a l l y  r e t a i n e d  a b w e  t h e  plunger rod  between the forward w a l l  and t h e  

f irst  g r i p ;  ( 3 )  a second spr ing  and second g r i p  p l a t e  enc losed  w i t h i n  

t h e  h a n d l e ,  w i t h  o n l y  a manual release lever and end o f  t h e  plunger 

rod protruding  beyond t h e  handle ;  and (4) t h e  t r i g g e r  touching t h e  

b u t t  cap  when i n  a r e l e a s e d  p o s i t i o n .  (CPX 11). 

80.  S e v e r a l  caulking guns o f  unknown o r i g i n  contain t h e  fol lowing:  

( I )  a t r i g g e r  lever pivoted  above the plunger rod which contacts t h e  

gr ipping  p l a t e  a b w e  t h e  rod;  (2) a f i r s t  spr ing  f r i c t i o n a l l y  r e t a i n e d  

above t h e  plunger  rod between t h e  forward wall and t h e  ffrst g r i p ;  

(3) a second s p r i n g  and second g r i p  p la te  enc losed  w i t h i n  t h e  handle ,  

wi th  o n l y  a manual release lever and end o f  the plunger rod protruding 

beyond t h e  handle ;  and ( 4 )  t h e  t r i g g e r  touchtng t h e  b u t t  cap when i n  a 

r e l e a s e d  p o s i t i o n .  (CPX 7, 12, 1 4 ) .  

81. Respondent C&B B r o t h e r s  has o f f e r e d  for s a l e  a caulking gun t h a t  appears 

t o  have t h e  fo l lowing  c h a r a c t e r i s t i c s :  ( 1 )  a trigger lever pivoted above 

the  plunger  rod which c o n t a c t s  t h e  gr ipping  p l a t e  above the  rod;  (2 )  a 

f i r s t  spring friczionally r e t a i n e d  abw e the  plunger rod between 



t h e  forward wall and t h e  f i r s t  g r i p ;  (3) a second s p r i n g  and seeorid 

g r i p  plate  e n c l o s e d  w i t h i n  t h e  h a n d l e ,  w i t h  o n l y  a manual release 

lever and end o f  t h e  p l u n g e r  r o d  p r o t r u d i n g  beyond t h e  h a n d l e ;  and 

(4) t h e  t r igger  t o u c h i n g  the b u t t  cap when i n - a  r e l e a s e d  p o s i t i o n .  

(CX 8). 

82. Respondent DbW I n d u s t r i a l  has o f f e r e d  f o r  sale a c a u l k i n g  gun t h a t  

appears t o  c o n t a i n  t h e  f o l l o w i n n :  (1)  a t r igger  lever p i v o t e d  above 

t h e  p l u n g e r  rod which c o a t a c t s  t h e  g r i p p i n g  plate  above t h e  r o d ;  

(2) a first s p r i n g  f r i c t i o n a l l y  r e t a i n e d  above t h e  plunger  rod 

between t h e  forward wall and t h e  f i r s t  g r i p ;  ( 3 )  a second s p r i n g  and 

second g r i p  plate e n c l o s e d  w i t h i n  t h e  h a n d l e ,  w i t h  o n l y  a manual 

release lever and end o f  t h e  p l u n g e r  r o d  p r o t r u d i n g  beyond the 

h a n d l e ;  and (4 )  t h e  t r i g g e r  t o u c h i n g  t h e  b u t t  cap when i n  a released 

p o s i t i o n .  (CX 9) .  

83. Respondent Kukje  Corp. h a s  o f f e r e d  f o r  sale a c a u l k i n g  gun t h a t  

appears t o  c o n t a i n  the f o l l o w i n g :  (1) a t r i g g e r  lever p i v o t e d  above 

the p l u n g e r  r o d  which c o n t a c t s  the  g r i p p i n g  p la te  above the r o d ;  

(2 )  a first s o t i n n  f r i c t i o n a l l y  r e t a i n e d  above the p l u n g e r  rod 

between t h e  forward wall and t h e  f i r s t  g r i p ;  (3) a second s p r i n g  and 

second g r i p  p l a t e  e n c l o s e d  w i t h i n  the h a n d l e ,  w i t h  o n l y  a manual 

release lever and end of t h e  p l u n g e r  rod p r o t r u d i n g  Seyond t h e  

h a n d l e ;  and ( 4 )  the t r i g g e r  t o u c h i n g  t h e  b u t t  cap when i n  a released 

p o s i t i o n .  (CX 11). 

84. Respondent Taiwan Seven Rings h a s  o f f e r e d  f o r  sa le  a c a u l k i n g  gun 

t h a t  a p p e a r s  t o  c o n t a i n  t h e  f o l l o w i n g :  (1) a t r i g g e r  l e v e r  p i v o t e d  
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above the plunger  rod which  c o n t a c t s  the g r i p p i n g  plate above the 

rod;  (2) a f i r s t  s p r i n g  f r i c t i o n a l l y  r e t a i n e d  above t h e  plunger  rod 

between t h e  forward wall and the f i rs t  g r i p ;  (3) a second s p r i n g  and 

second g r i p  plate e n c l o s e d  w i t h i n  the h a n d l e r  w i t h  o n l y  a manual 

release lever and end o f  t h e  p l u n g e r  r o d  p r o t r u d i n g  beyond the  

h a n d l e ;  and ( 4 )  t h e  t r i g g e r  t o u c h i n g  the b u t t  cap when i n  a released 

p o s i t i o n .  (CX 51). 

85. Respondent Viva I n t e r n a t i o n a l  has o f f e r e d  f o r  sale a c a u l k i n g  gun 

that appears t o  have the f o l l o w i n g  characteristics: (1) a t r i g g e r  

lever pivoted above the p l u n g e r  rod which c o n t a c t s  the g r i p p i n g  plate 

above the r o d ;  (2) a f irst  spring f r i c t i o n a l l y  r e t a i n e d  above t h e  

p l u n g e r  rod between the forward wall and the f i r s t  g r i p ;  (3) a second 

s p r i n g  and second g r i p  plate e n c l o s e d  w i t h i n  t h e  h a n d l e ,  v i th  o n l v  a 

manual release lever and end o f  the p l u n g e r  rod p r o t r u d i n n  bevond t h e  

h a n d l e ;  and (4) the t r i g g e r  t o u c h i n g  t h e  b u t t  cap when i n  a released 

p o s i t i o n .  (CX 6) .  

P a s s i n g  O f f  

86. Donald Gray, through h i s  company Gray Marketing Group (GMG),  sold 

Newborn c a u l k i n g  guns i n  t h e  Southern C a l i f o r n i a  market from early 

1976 u n t i l  January 1982, as the e x c l u s i v e  Newborn r e p r e s e n t a t i v e  i n  

t h e  s tates  o f  C a l i f o r n i a  and Nevada. (Chang, Tr. 398, 408; CX 118, 

p. 27). 
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87. As a r e p r e s e n t a t i v e  f o r  Newborn, Gray warehoused Newborn caulking 

g u m ,  and had in h i s  posses s ion  Newborn's complete customer l i s t ,  

Newborn promotional  brochures ,  a d v e r t i s i n g ,  and a d v e r t i s i n g  s l i c k s  

f o r  t h e  Newborn caulk ing  gun. M v e r t i s i n g  s l i c k s  are d i s t r i b u t e d  

t o  buyers t o  u s e  in prepar ing  t h e i r  own a d u e r i i s i n g  of a manufacturer ' s  

product .  Newborn's a d v e r t i s i n g  s l i c k  shows t h e  cutaway p i c t o r i a l  of 

t h e  Newborn caulk ing  gun. (CX 26; CX 79; CX 92, pp. 27-30; CX 109; 

CX 118, p. 29). 

88. Gray'8 r e l a t i o n s h i p  w i t h  Newborn was terminated i n  January  1982. 

kamediately upon l e a v i n g  Newborn, i n  February of 1982, Gray began 

working f o r  Ar thur  Zakar ian  as a manufac turer ' s  r e p r e s e n t a t i v e  

f o r  Azco, Lnc., s e l l i n g  smooth rod  Olympia caulking guns. Gray 

was Azco's s o l e  r e p r e s e n t a t i v e ,  but  was a s s i s t e d  by t h r e e  sub- 

r e p r e s e n t a t i v e s  a t  v a r i o u s  times. (CX 92, pp. 23-25, 34-35). 

89. I n  e a r l y  January  1982, Newborn r ece ived  information t h a t  Gray was 

a t tempt ing  t o  sell ano the r  brand of cau lk ing  gun tha t  was i d e n t i c a l  

i n  every  way w i t h  Newborn's. fa February 1982, Newborn learned  t h a t  

a salesman of Gray Marketing Group was c a l l i n g  on customers c la iming 

GMG had bought o u t  Newborn Brothers  and t h a t  he was the  new repre- 

s e n t a t i v e .  On February 18, 1982, Newborn received a brochure t h a t  

t h e  salesman was d i s t r i b u t i n g ,  Comparison wi th  Newborn's brochure 

showed t h a t  t h e  GMG brochure used t he  same cut-a-way p i c t u r e  as t h e  

Newborn caulk ing  guns. (-CX 13, 2 5 ,  1 1 8 ,  pp. 27-28). 

90. Ln February 1982, a f t e r  h i s  re1a:ionsnip u i t h  Newborn was te rmina ted ,  

Gray used Newborcrs a d v e r t i s i n g  slicic as a model in the  p repa ra t ion  
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of a r twork  f o r  an a d v e r t i s i n g  brochure f o r  Azco. The a d v e r t i s i n g  

prepared f o r  Azco dep ic t ed  a cut-away drawing similar t o  the  drawing 

used by Newborn. 

guns d i d  no t  u t i l i z e  Newborn's name o r  logo  o r  r e f e r  t o  t h e  '112 p a t e n t .  

The materials used in marketing t h e  Azco/Olyrnpia caulking 

The name "Azco/Olympia" was prominent ly  d i sp layed  on those  materials which 

used t h e  Newborn cut-away drawing, (Chang, Tr. 178-79; CX 13, 16, 26; 

CX 90, pp. 71-73, 127; CX 92, pp. 32-34, 41-42). 

91. Azco had no knowledge t h a t  Gray had used Newborn ad slicks in Azco's 

a d v e r t i s i n g  and promotional  material. (CX 90 a t  73; CX 92 a t  33, 73). 

92. The p r i c e s  on t h e  brochure d i s t r i b u t e d  by Gray's salesman were 

e f f e c t i v e  Janua ry  1, 1982. (Chang, Tr. 398-99; CX 13; CX 118, 

p. 28). 

93. O'Tool Company i s  a d i s t r i b u t o r  of hand t o o l s  and has  purchased for 

resale Newborn caulk ing  guns since a t  least  e a r l y  1981, O'Tool sel ls  

caulk ing  guns t o  bu i ld ing  material dealers. (CX 88, pp. 5-61, 

94. P r i o r  t o  February 1982, O'Tool made a l l  t h e i r  purchases  of Newborn 

caulk ing  guns through Donald Gray. In February 1982, O'Tool Company 

placed an  o r d e r  w i t h  Gray f o r  caulking guns and rece ived  a shipment 

of a l l e g e d l y  i n f r i n g i n g  caulking guns which were branded "Olympia. " 

The shlpment of Olympia caulking guns rece ived  by O'Tool contained a 

Newborn l e a f l e t .  Although O'Tool had expected t o  r ece ive  Newborn 

caulk ing  guns ,  as i t  had i n  t h e  pas ; ,  Gray did no t  r ep resen t  t o  

O'Tool t h a t  he vas  s t i l l  associa:ed wi:h Newborn when O'Tool placed 

t h e  order i n  ques t ion .  ( C X  24; CX 86,  p p .  5-7, 10-12; CX 118, p. 18) .  



95. O'Tool continued t o  buy a d d i t i o n a l  Olympia caulking guns from Mr. Gray 

u n t i l  O'Tool began t o  purchase Newborn caulking guns in t h e  spring of 

1982 from a new source.  (CX 88, p. 14). 

I 

96. Gray d id  not  use  any Newborn brochures in connect ion wi th  t h e  sale 

o f  Olympia guns. (CX 9 2 ,  at  36) .  

97. All c o n t a i n e r s  of Olympia caulking guns ordered through Gray were 

assembled and shipped from Taiwan. (CX 9 2 ,  at  37). 

98. Following h i s  a s s o c i a t i o n  with Azco, Gray d id  not state t o  anyone 

that he s t i l l  represented  Newborn. (CX 9 2 ,  at 36). 

99. Gray never  i n s t r u c t e d  h i s  sub-representa t ive ,  E a r l  Leshin, t o  say 

that Gray Marketing Group had purchased and replaced Newborn, and 

has no personal  knowledge t h a t  Leshin  made such representa t ions .  

(CX 9 2 ,  at  41). 

100. Paclfic I n t e r n a t i o n a l  Marketing ( P I N }  was chosen by Newborn t o  

r e p r e s e n t  Newborn in C a l i f o r n i a ,  t o  replace Gray. Upon r e c e i v i n g  

the  account ,  PIM contac ted  a l l  previous Newborn customers withfn 

t h a t  area. No customer s t a t e d  t h a t  it had purchased an Olympia 

caulking gun believing i t  t o  be a Newborn caulking gun. (CX 89, a t  39) .  

101. Angels ,  American Wholesale Supply and Handyman a l l e g e d l y  b e l i e v e d  they 

were purchasing t h e  Newborn caulking gun when i n  reality they were not. 

(Raber ,  T r .  71). 
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102. Bargar  D i s t r i b u t o r s  o f  Tucson, Arizona would not  purchase caulking 

guns from a Newborn sales r e p r e s e n t a t i v e  because  Leshin a l l e g e d l y  

o f f e r e d  him "Newborn" caulklng guns at reduced p r i c e s .  (CX 87, 

p. 12). 

103. Knox Lumber r e f u s e d  t o  purchase Newborn guns because  Gray was 

offering what a l l e g e d l y  was a "Newborn" caulk ing  gun without a logo 

f o r  a lower  price,  (Raber ,  Tr .  128-29). 

104. S a l e s  r e p r e s e n t a t i v e s  of Newborn complained t o  t h e  n a t i o n a l  sales 

manager t h a t  he was overlapping assignments because  customers were 

maintaining t h e y  had j u s t  purchased "Newborn" caulking guns. 

(CX 116, p. 9 ) .  

False Des ignat ion  of Source and O r i g i n  

105. Complainant's models 101 and 105 imported caulk ing  guns are i d e n t i c a l l y  

die-stamped. The Newborn Econo-type caulking guns do not d i s p l a y  t h e  

same die-stamp as t h e  101 and 105 models,  but are stamped c l e a r l y  

wi th  a country  o f  o r i g i n .  (Chang, Tr .  442). 

106. Azco has imported t h e  fo l lowing  caulking guns w i t h  no marklng o f  t h e  

country of o r i g i n :  CPX 3 ,  5, 18. (Chang, T r .  472-73; CX 90, p. 53). 

107. Azco has imported t h e  fo l lowing  caulking guns w i t h  an i l l e g i b l e  marking 

on t h e  f r o n t  of the  f i r s t - g r i p :  CPX 2, 9, 20. (Chang, Tr .  477). 

108. Azco has imported the fo l lowing  caulking guns with only an adhesive  

label reading "Made in Taiwan": CPX 7, 8 .  (Chang T r .  454). 



109. CPX 4 i s  not  stamped but  h a s  an a d h e s i v e  l a b e l  "Made i n  China" and i s  

d i s t r i b u t e d  by Grace R e t a i l  C o r p o r a t i o n  i n  New York. (Chang, T r .  473). 

110. CPX 10-14 a p p e a r  t o  have been made by t h e  same m a n u f a c t u r e r  i n  

Taiwan as t h e  o t h e r  Olympia c a u l k i n g  guns and have been s o l d  w i t h  

no marking o f  c o u n t r y  of o r i g i n .  (Chang, T r .  455). 

111. Harbor S a l e s  Co. s o l d  CPX 15 w i t h  a small i m p r i n t  o f  t h e  country 

o f  o r i g i n  i n  t h e  release g r i p .  (Chang, T r .  466; CPX 15). 

112. The following c a u l k i n g  g u n s ,  stamped "Olympia,"  are imported by Azco 

and s o l d  by Don Gray: CPX 2, 3, 5, 8, 9, 18. (CPX 2 ,  3, 5 ,  8 ,  9,  

18) . 
113. The f o l l o w i n g  c a u l k i n g  guns have no brand name: CPX 6 ,  10,  1 1 ,  12,  

14. (Chang, T r .  474). 

114. True V a l u e ,  Ace P r i c e  and Reardon B r i g g s  s e l l  c a u l k i n g  guns which 

a l l e g e d l y  i n f r i n g e  t h e  '112 p a t e n t  and c o n t a i n  no markings as t o  

c o u n t r y  of o r i g i n  o r  brand name. (Chang,  T r .  453, 455, 465, 474; 

CPX 6, 10, 11). 

115. Newborn u s e s  a cut-a-way drawing which shows t h e  i n t e r n a l  mechanism 

o f  i t s  c a u l k i n g  gun i n  i t s  a d v e r t i s e m e n t s  and p r w i d e s  v a r i o u s  s izes 

o f  t h i s  cut-a-way drawing t o  t h e  s e l l e r s  o f  i t s  c a u l k i n g  guns for u s e  

i n  t h e i r  own a d v e r t i s i n g .  T h i s  drawing h a s  been c o p i e d  by respondents  

Taiwan Seven R i n g s ,  Winmax, C&B, AZCO, G r a y ,  and Gray Marketing 

Group. (CX 4 ,  5 ,  6 ,  8 ,  25, 2 6 ,  63). 



116. The respondents '  promotional  materials do not u t i l i z e  t h e  name o r  

logo  o f  Newborn and do not  r e f e r e n c e  t h e  '112 p a t e n t .  

178-79; CX 4, 8, 1 3 ,  16) .  

(Chang, Tr .  

117. Caulking gun purchasers  have re turned t o  Newborn d e f e c t i v e  caulking 

guns t h a t  were not  manufactured by Newborn. The guns re turned t o  

Newborn were: ratchet guns ,  E-type guns ,  guns o f  v a r i o u s  shades 

o f  b l u e ,  and s i l v e r  c o l o r e d  guns. (Chang, Tr. 305-10).  

118. I n  la te  1 9 8 2 ,  AZCO p 1 a c e d . a  s t i c k e r  "Made i n  Taiwan" on two shipments 

o f  caulk ing  guns t h a t  were improperly marked, (CX 90 ,  p. 521, 

119. Don Gray has never  s e e n  a gun in t h e  C a l i f o r n i a  market t h a t  did n o t  

carry a country o f  o r i g i n  marking. (CX 9 2 ,  p. 49) .  

120 .  Every shipment o f  Olympia  caulk ing  guns is now stamped wi th  the 

name "Olympia"  on e i t h e r  the handle o r  on the back o f  the  release 

l e v e r  between t h e  plunger  rod and t h e  conta in ing  mechanism. (CX 90  

a t  54-55). 

Importa t ion  and Sale 

121. Buseong has  t h e  c a p a c i t y  t o  produce a l l e g e d l y  i n f r i n g i n g  

caulk ing  guns per year .  Between 1981 and A p r i l  2 1 ,  1 9 8 3 ,  Buseong 

(C) manufactured a l l e g e d l y  i n f r i n g i n g  caulking guns f o r  expor t  

t o  t h e  United States. The q u a n t i t y  and v a l u e  of a l l e g e d l y  infringing 

caulking guns exported t o  the  United States by Buseong i s  as f o l l o w s :  

- Year Quant i ty  Dollar Value 

198i FO3 Korea 
A /UL CiF OkLanoma 
1983  CIF Olciahoma 

l y ,  , . \  ,J :*A;. 



122. Buseong has  s o l d  a l l e g e d l y  i n f r i n g i n g  caulk ing  guns t o  

( C )  , and Macklanburg-Duncan. 

(CX 111, i n t e r r o g .  6-8). 

123. Between 1980 and 1982 Azco, Macklanburg-Duncan and o t h e r s  have 

imported and s o l d  a l l e g e d l y  i n f r i n g i n g  q u a r t - s i z e  caulk ing  guns,  as 

well as a l l e g e d l y  i n f r i n g i n g  l / l O t h  g a l l o n - s i z e  c a u l k i n g  guns,  i n  

t h e  United S t a t e s .  (CPX 15, 17-20). 

124. Azco has  imported a l l e g e d l y  i n f r i n g i n g  caulk ing  guns t h a t  were 

manufactured by and expor ted  t o  t h e  United S t a t e s  by 
(C)  . Azco imported 

and s o l d  a l l e g e d l y  i n f r i n g i n g  caulk ing  guns i n  1981, and 

a l l e g e d l y  i n f r i n g i n g  c a u l k i n g  guns i n  1982. (CX 90, PP. 9- 

24; CX 110). , 

125. From March 1, 1982 t o  May 1, 1983, Gray and Gray Marketing Group 

sold a l l e g e d l y  i n f r i n g i n g  c a u l k i n g  guns as Azco's manufacturer 's  

r e p r e s e n t a t i v e .  (CX 109; CX 92, p. 2 6 ) .  

126. Between February 1, 1983 and June 30, 1983, t h e  Customs S e r v i c e  

r e p o r t e d  t h e  fol lowing imports  of a l l e g e d l y  i n f r i n g i n g  caulking 

guns : 

Number o f  Number o f  
Import e 1: Imported  Shipments Caulking Guns 

Beaut-ease Products  
Chicago,  Illinois 1 

Lebowitz Wholesale Hardware 
Chicago ,  I l l i n o i s  1 



Handy Dan Improvement 
Kansas City, Missouri 

Great American Co. 
Northridge, California 

Pay 'N Pak Stores, Inc. 
Kent, Washington 

Federal Industries Corp. 
Minneapolis, Minnesota 

Hacklanburg Duncan 
Oklahoma City , Okl ahoma 
Thurman Industries 
Kirk1 and, Washington 

Harbor Sales Co. 
Royal Oak, Michigan 

Azco, aka Olympic Tool 
h s  hgeles, California 

Farwell, Ozman, Kirk Co. 
St. Paul, Minnesota 

1 18,000 from China 

210 from Taiwan 
2 15,042 from Taiwan 

1 

2 

3 

2 

2 

2 

1 

16,004 through 
Bal t bore 

4,092 from China 
20,016 from Taiwan 

127. Kukje has exported allegedly infringing caulking guns manufactured 

by Buseong to the United States. (CX 84). 

128. C&B, D&W, and Viva have offered to export allegedly infringing 

caulking guns to the United States. (Chang, Tr. 482-84; CX 6, 

8, 9 ) .  

129. Thumb has not manufactured, exported, imported or sold allegedly 

infringing caulking guns in the United States. 

t o  export allegedly infringing caulking gunr go :he lir.i:ec S:a:es. 

Thumb has offered 

(ex 39; cx 115) .  



130. Fuerza has  not  manufactured,  e x p o r t e d ,  imported o r  s o l d  a l l e g e d l y  

i n f r i n g i n g  caulk lng  guns i n  t h e  United S t a t e s .  Fuerza has  o f f e r e d  

to  e x p o r t  a l l e g e d l y  i n f r i n g i n g  caulking guns t o  t h e  Uni ted  S t a t e s .  

(Chang, T r .  491; (CX 7, 114; SX 52). 

131. Taiwan Seven Rings has not  manufactured,  e x p o r t e d ,  imported o r  s o l d  

a l l e g e d l y  i n f r i n g i n g  caulking guns i n  t h e  United S t a t e s .  Taiwan 

Seven Rings has  o f f e r e d  t o  export a l l e g e d l y  i n f r i n g i n g  caulk ing  guns 

t o  t h e  United S t a t e s ,  (Chang, T r ,  479; CX 4, 112). 

132. Winmax has  n o t  manufactured,  e x p o r t e d ,  imported or sold a l l e g e d l y  

infringing caulk ing  guns i n  t h e  United S t a t e s .  Winmax h a s  o f f e r e d  

t o  e x p o r t  a l l e g e d l y  i n f r i n g i n g  caulking guns t o  Europe. (CX 5,  113).  

133. K e l l y  Moore P a i n t  and American Wholesale Hardware purchased caulk ing  

guns from Gray Marketing Group. (Raber ,  Tr .  52, 60). 

134. Lawe's and Emory Waterhouse purchase d i r e c t l y  from t h e  Or ient .  

( R a b e r ,  Tr .  46, 56). 
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Domest ic  I n d u s t r y  

P r e v e n t i o n  o f  E s t a b l i s h m e n t  

135. Beginning  in 1976, compla inant  imported i n t o  t h e  U n i t e d  States c a u l k i n g  

guns manufactured by his Korean  firm, Revon P r o d u c t s ,  I n c .  (Revon). A t  

t h i s  time, t h e  U n i t e d  S t a t e s  c a u l k i n g  gun market was p r i m a r i l y  composed o f  

ratchet g u n s ;  smooth r o d  guns comprised  merely 10-15% of the market. By 

1980 smooth r o d  guns h a d , a c q u i r e d  a 30-40% share. In 1981, t h e  market 

share f o r  smooth rod  guns had i n c r e a s e d  t o  40-50%. Today t h e  market is 

d i v i d e d  in h a l f .  (Chang, T r .  381-83; CX 118, pp. 3, 6). 

136. The c a u l k i n g  gun market i n  t h e  U n i t e d  States is a p p r o x i m t e l y  5-6 m i l l i o n  

guns  p e r  y e a r  i n  a bad y e a r  and 7-8 m i l l i o n  guns per y e a r  i n  a boom y e a r .  

The s ize  of  the  market is based  on estimates of  t h e  number o f  homes in the 

U n i t e d  States,  i . e . ,  52 million, and t h e  fact t h a t  e v e r y  home t h e o r e t i c a l l y  

r e q u i r e s  a c a u l k i n g  j o b  a p p r o x i m a t e l y  o n c e  e v e r y  t e n  y e a r s .  (Chang, 

T r .  220, 457-59). 

137. I n  1982, t h e  d o m e s t i c  m a n u f a c t u r e r s  o f  c a u l k i n g  guns f i l e d  a p e t i t i o n  w i t h  

the U n i t e d  S t a t e s  Trade  R e p r e s e n t a t i v e  t o  remwe a l l  c a u l k i n g  guns from Kore 

and Taiwan f rom GSP s t a t u s .  On March 3 1 ,  1982, a n  e x e c u t i v e  o r d e r  was 

i s s u e d  g r a n t i n g  t h e  p e t i t i o n ,  

being imported  from t h o s e  c o u n t r i e s .  (CX 118, p. 10). 

T h i s  placed a d u t y  o f  7 . 7 %  on c a u l k i n g  guns 

138. A t  t h e  time Rev on ceased manufac tur ing  o p e r a r i o n s  i n  1982, compla inant  

had a n  established sales o r g a n i z a t i o n  and d i s t r i b u t i o n  network i n  the 

U n i t e d  States.  Complainant has c o n t i n u e d  d i s t r i b u t i n g  imported c a u l k i n g  

guns s i n c e  the  o f f i c i a l  c l o s i n g  o f  Revon i n  May 1982. (Chang, Tr. 224; 

--. , ., -.. y y .  J - ~ ,  I O - L L ;  Lnrer rog .  i - 2 ) .  

9; 



139. S i n c e  March 1983, complainant has  imported E-type and r a t c h e t - t y p e  

guns made i n  Taiwan i n t o  t h e  United S t a t e s .  

Revon, complainant also has  imported q u a r t  size model 105 caulk ing  

guns made by another  Korean firm. 

ant's s u p p l i e r s  who d i d  not  wish  t o  s h i p  less than a f u l l  shipment,  

complainant Fmported 3,000 t e n t h  g a l l o n  size model 101 caulking guns 

in a shipment o f  model 105 guns i n  May 1983. (Chang, Tr .  274-75, 277, 

S i n c e  t h e  c l o s i n g  o f  

At t h e  r e q v s t  o f  one o f  complain- 

303-04, 438-40). 

140. The 101 c a u l k i n g  gun would b e  t h e  only one produced in t h e  United 

S t a t e s .  Mr. Chang claims he would not Import t h e  model 101 because 

of  t h e  f o l l o w i n g :  (1) h i s  d e s i r e  t o  be with  h i s  f a m i l y  i n  t h e  

United S t a t e s ;  (2) t h e  Korean f a c t o r y  i s  c l o s e d ;  and (3) he could 

not impose q u a l i t y  c o n t r o l  on werseas s u p p l i e r s .  (Chang, Tr.  305, 

371) 

141. Complainant h a s  s t u d i e d  v a r i o u s  o p t i o n s  f o r  t h e  p o s s i b l e  production 

o f  h i s  c a u l k i n g  guns i n  t h e  Uni ted  S t a t e s  inc luding :  

h i s  own firm manufacture t h e  guns in Columbia, Maryland; (2)  having 

t h e  guns manufactured by an e x i s t i n g  domest ic  producer;  and ( 3 )  

having t h e  guns manufactured by a domest ic  concern t h a t  i s  not  

p r e s e n t l y  manufacturing caulk ing  guns but  which has t h e  c a p a c i t y  t o  

(1) having 

do SO. (CX 29, 30, 34, 36, 44-46; CX 118, pp. 11-17, 119). 

142. Newborn would l i k e  t o  begin  product ion  as soon as p o s s i b l e  because 

i t s  i n v e n t o r y  is g r a d u a l l y  being depleted.  

1983 h e a r i n g ,  t h e r e  was an i twentory  of  approximately 700,000 p i e c e s  

of t h e  model 101 c a u l k i n g  gun. 

A t  the t i m e  o f  the July  

The model 105 caulking gun's inventory 
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is comple te ly  deple ted .  In J u l y ,  sales averaged 100,000 caulk ing  

guns p e r  month. I n  a d d i t i o n ,  Newborn must maintain a s a f e t y  stock of 

t h r e e  t o  f o u r  (3-4) months t o  t a k e  care o f  sales f l u c t u a t i o n s  which 

are common i n  t h e  caulk ing  gun business .  (CX 118, pp. 18-19; CX 132). 

w 

143. On December 9, 1982, complainant p laced  an advert isement  i n  t h e  

Wall S t r e e t  Journal  under t h e  heading "Wanted t o  Buy Plant . "  

(CX 29; CX 118, p. 11). 

144. Complainant has s u f f i c i e n t  c r e d i t  t o  fund t h e  es tab l i shment  o f  a 

caulk ing  gun manufacturing f a c i l i t y  i n  t h e  United S t a t e s .  (SX 45B, 

145. There is excess manufacturing c a p a c i t y  i n  t h e  United S t a t e s  t h a t  

can be u t i l i z e d  for caulk ing  gun production.  (Chang, Tr .  368). 

146. Complainant has s t u d i e d  t h e  p o s s i b i l i t y  of having t h e  component 

p a r t s  for a caulk ing  gun manufactured abroad and shipped t o  t h e  

United S t a t e s  f o r  assembly. (Chang, Tr .  228-37, 308-10, 365-67; 

cx 47; sx 45c, pp. 334-35). 

147, I n  February 1983, complainant had an engineer  conver t  his Korean 

s p e c i f i c a t i o n s  drawings ,  which were i n  metric measurements, i n t o  

inches .  I n  March 1983, complainant 's  ex-chief  engineer  o f  Revon 

prepared an engineer ing  s tudy d e t a i l i n g  t e c h n i c a l  requirements  

for t h e  manufacturing of c a u l k i n g  guns. (CX 44; CX 118, pp. 12-13, 

16; SX 45C, p. 301; CPX 20) .  



148. S i n c e  December 1983, complainant has e n t e r e d  i n t o  pre l iminary  

d i s c u s s i o n s  and n e g o t i a t i o n s  w i t h  sev era1 domestic  concerns  

regarding their  p o s s i b l e  product ion of caulk ing  guns f o r  

complainant.  

has  c o n t a c t e d  i n  t h i s  regard: Roper E a s t e r n ,  M.S. Willett, I n c . ,  

UMAC and Mary P r o c t e r  Tables  (MPT) Corporation.  (CX 36, 45, 46, 58; 

CX 118, pp. 12-18; CX 119, 122, 131). 

The fo l lowing  firms are among t h o s e  t h a t  complainant 

149. I n  Map 1983, Mr. Chang c o n t a c t e d  t h e  General  Manager of C o l l i e r  

I n d u s t r i e s ,  I n c . ,  which is t h e  o n l y  o t h e r  manufacturer of smooth 

r o b - U n g  guns i n  t h e  United States. On June 2, 1983, Kr. 

Chang flew t o  West V i r g i n i a  t o  d i s c u s s  specific details as t o  

s p e c i f i c a t i o n s ,  q u a n t i t i e s  and c o n t r a c t  terms of a l i c e n s e  arrangement. 

Upon f u r t h e r  n e g o t i a t i o n s ,  t h e  parties were w i t h i n  of one 

another  on price and were working on condi  t i o n s  . The 

parties t e n t a t i v e l y  agreed t o  product ion of caulking guns per 

month. Subsequent t o  being subpoenaed by the Commlssion inv e s t i g a t i v  e 

a t t o r n e y ,  C o l l i e r  I n d u s t r i e s  has i n d i c a t e d  t h a t  i t  w i l l  postpone any 

i m o l v e m e n t  v i t h  Hr. Chang u n t i l  the  ITC matter i s  reso lved .  

Tr .  412, 415; CX 58; CX 118, p. 17; CX 122). 

(Chang, 

150. C o l l i e r ' s  c u r r e n t  share of t h e  e n t i r e  caulking gun market o f  s i x  

t o  e i g h t  million u n i t s  i s  Less than of C o l l i e r ' s  sales 

are smooth rod caulking guns. (SX 46A, pp. 67-68; SX 4cE, p. 76). 

IC) 151. C o l l i e r  sold caulking guns in the f l r s t  four  months o f  

1983. percent o f  C o l l i e r ' s  sales are f -  
iL) 



(C) i n  o r d e r  t o  be  p r i c e d  c o m p e t i t i v e l y  w i t h  o t h e r  d o m e s t i c  

The unbranded imports  are o f t e n  p r i c e d  manufacturere  and Newborn. 

, so i t  i s  t o  meet 

t h e  p r i c e s  o f  t h e  unbranded imports .  (SX 46B; pp. 119, 114-16). 

152. As of August 15, 1982, Newborn o f f e r e d  f o r  sa le  I t s  model 101 c a u l k i n g  

gun f o r  $1.08 t o  $1.28. 

15, 1983 offers t h e  101 caulking gun f o r  $1.18 t o  $1.35. (CX 32, 

Newborn's p r e s e n t  p r i c e  l i s t ,  e f f e c t i v e  May 

33) 0 

153. A t  l e a s t  1.5 m i l l i o n  c a u l k i n g  guns are imported a n n u a l l y  from 

Taiwan. When c a u l k i n g  guns were remwed from t h e  G e n e r a l i z e d  System 

o f  P r e f e r e n c e s ,  C o l l i e r ' s  Today, 

however,  t h e  imported guns are p r i c e d  even lower t h a n  t h e y  were 

p r i o r  t o  remwal from GSP s t a t u s  due t o  t h e  s t r e n g t h  o f  t h e  

(C) 

American d o l l a r  v e r s u s  t h e  Taiwan d o l l a r .  ( S X  46B, pp. 119, 121). 

154. N i n e t y - f i v e  p e r c e n t  o f  t h e  c a u l k i n g  guns imported are smooth rod.  

Non-branded imports r e p r e s e n t  c l o s e  t o  h a l f  t h e  c a u l k i n g  gun market 

and are growing r a p i d l y .  The i n c r e a s e  i s  apparent  f rom customer 

i n f o r m a t i o n  and t h e  low p r i c i n g  o n  t h e  imports  r e l a t i v e  t o  d o m e s t i c  

manufactured and Newborn guns. The non-branded imports  s e l l  from 

1530% less  t h a n  d o m e s t i c  c a u l k i n g  guns. C o l l i e r  has l o s t  a s u b s t a n t i a l  

amount of sales t o  Imports .  (SX 46A, pp. 69, 81-82). 



155. C o l l i e r  has had i t s  smooth rod UMAC caulking gun,  

Almost a l l  t h e  smooth rod  c a u l k i n g  guns produced are . When 

smooth r o d  guns are manufactured,  

(C)  smooth rod  caulk ing  gun, 

o f  t h e  r a t c h e t  guns. 

r e s u l t  i n  a , which c o n t r i b u t e s  t o  

on t h e  smooth rod gun. (Chang, Tr .  412; SX 46B, p. 92). 

156. Mr. Chang's proposed s p e c i f i c a t i o n s  t o  Collier inc luded needing t o  

modify t h e  UMAC caulk ing  gun by p l a c i n g  one s p r i n g  above the  r o d ,  

s p e c i f i c  

, stamping t h e  handle  w i t h  t h e  brand and p a t e n t  i n f o r m a t i o n ,  

t h e  and d e a d l i n e s  f o r  s t a r t i n g  product ion and 

t e n t a t i v e  p r i c i n g .  The product ion  requirements  inc luded a u n i t  

trial run i n  September and p e r  month minimum after approval  o f  

t h e  test  run. Collier gave  Mr. Chang a tentative price o f  Per  

gun. Any agreement reached would be f o r  a minimum o f  . 
(SX 468, pp. 137, 139, 145). 

157. Lf C o l l i e r  e n t e r s  i n t o  a c o n t r a c t u a l  r e l a t i o n s h i p  wi th  Newborn, t h e y  

will employ approximately  twenty- f ive  (25) a d d i t i o n a l  workers ,  and 

there w i l l  be ari i n i t i a l  i m e s t m e n t  c o s t  o f  about $30,000.00 t o  

revise c e r t a i n  t o o l i n g s .  Mr. Chang estimates t h a t  i t  might t a k e  two 

months b e f o r e  commercial product ion  could  commence. ( h a n g ,  Tr. 331) .  

158. UMAC would cont inue  t o  manufacture  its own smooth rod gun even i f  

i t  becomes l i c e n s e d  t o  manufacture  t h e  model 101 caulk ing  puc. 

( C h a w ,  Tr. 421). 



159. On June 13, 1983, Mr. Chang contacted the president of Mary Proctor 

Tables (XPT) Corporation, Baltimore, Maryland. 

machinery to produce a caulking gun and had excess capacity. 

24, 1983, Mr. Chang visited the factory and found that it was ideal 

f o r  making a caulking gun at a competitive price. 

board manufacturer with a nationwide distribution system. 

the same raw materials, stampings, fabrications, welding, and painting 

processes used in manufacturing caulking guns. 

MPT had the essential 

On June 

MPT is an ironing 

They use 

(CX 118). 

160. On July 11, 1983, complainant and MPT Corporation signed a letter of 

intent setting forth their intent to execute an agreement .under which 

(CI MPT would produce caulking guns per month for complainant in 

Baltimore, Maryland. The amount could be increased by mutual agreement. 

The price was . 

. 
per piece and dies would have to be made and ordered 

before production could begin. This letter stated that a 

formal agreement would be structured within thirty days of the signing of 

the letter. (Chang, Tr. 343; CX 131) .  

161. For MPT to begin manufacturing the 101 caulking gun, they would have 

to hire persons with an additional investment of approximately 
(0  

to make the new dies and tools. (Seagar, Tr. 353). 

162. Even if Mr. Chang had concluded an arrangement with MF'T, he still 

wanted an agreement with Collier Industries in order to maintain 

the necessary two or three month safety stock of inventory, Collier 

would be able to make a very quick delivery of caulking guns and 

the capacity to produce over one million guns per year. 

409-1 1). 

(Chang, T r .  
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163. The complainant 's  p a t e n t  a t t o r n e y ,  John McCle l lan ,  S r . ,  c o n t a c t e d  

Viking and Vital,  two domest i c  manufacturers  o f  ratchet-type caulk ing  

guns. N e i t h e r  Viking nor  Vital have e v e r  manufactured smooth rod 

c a u l k i n g  guns. Kt. Chang's e f f o r t s  t o  purchase  t h e  assets o f  t h e s e  

companies were r e j e c t e d .  (CX 46, 7 9 ,  1 1 8 ) .  

164. Kr. Chang was c o n t a c t e d  by James D e W i t t ,  a c o r p o r a t e  f i n a n c i a l  

adviser, who saw Mr. Chang's advert isrnent  i n  t h e  Wall S t r e e t  Journal .  

Hr. Chang r e t a i n e d  Mr. D e W i t t  t o  s e e k  p o t e n t i a l  l i c e n s e e s .  (CX 30, 

34, 79, 118). 

165. N e i t h e r  Roper-Eastern nor  M.S. Willett c a n  produce c a u l k i n g  guns f o r  

Newborn at a s u f f i c i e n t l y  c o m p e t i t i v e  price. (CX 36, 45, 79, 118). 

166. F u r t h e r  n e g o t i a t i o n s  produced no c o n t r a c t  between MPT and Newborn. 

Beginning i n  la te  J u l y ,  Mr. Seager i n d i c a t e d  t h a t  s e v e r a l  changes 

would be r e q u i r e d  i n  t h e  o r i g i n a l  agreement ,  which would i n c r e a s e  

Newborn's o b l i g a t i o n s .  A d d i t i o n a l l y ,  MPT i s  undergoing r e o r g a n i z a t i o n  

under a Chapter 11 bankruptcy a c t i o n ,  and i s  required  t o  wait s i x  

months t o  r e c e i v e  t h e  a p p r w a l  o f  i t s  bankruptcy t r u s t e e s  b e f o r e  i t  

may i n v e s t  money i n  new capital equipment. The combinat ion o f  t h e  

a b w e  f a c t o r s  induced Mr. Chang t o  seek o t h e r  p o t e n t i a l  l i c e n s e e s .  

(Chang,  Tr. 730-34). 

167. I n  l a t e  August 1983, Mr. Chang was informed that  Keystone F r i c t i o n  

Hinge Co., of South W i l l l a m s p o r t ,  Pennsylvania ,  had most o f  the equipment 

..: . . - a = =  :+&&cj iier=sstiry :c procucf caulring guns f o r  Newborn. 

Tne v i ce -pres iden :  of Keys tone, Edward tiannoti, v Fsitec Char4 ' s  

. . .  . .  



Columbia, Maryland f a c i l i t i e s  dur ing  t h e  f i r s t  week of September 

1983, a v i s i t  t h a t  was followed c l o s e l y  by several conversat ions 

and M r .  Chang's t o u r  of Keystone 's  p l a n t .  During Mr, Chang's v i s i t  

t o  Pennsylvania ,  t h e  parties n e g o t i a t e d  and s igned  a con t r ac t .  

(Chang, T r .  735-36; Hannon, T r .  779-81). 

168. Under t h e  Newborn-Keystone agreement, Keystone w i l l  purchase t h e  

welding machines, main ta in  a l l  t h e  equipment, and manufacture the  

caulk ing  gun frames. Newborn w i l l  supply the  stamping d i e s  t o  Keystone, 

who w i l l  d e l i v e r  f i v e  hundred samples t o  Newborn w i t h i n  t h i r t y  days 

a f t e r  receipt of t h e  stamping d i e s .  Upon approval  of t h e  samples, 

Keystone w i l l  d e l i v e r  t o  Newborn a minimum of 30,000 frames/month, t o  

begin t h i r t y  days a f t e r  apprwal  of t h e  samples, and t o  cont inue f o r  

;term of seven yea r s .  (Chang, T r .  741-46, 764-65, 788-89; CX 135). 

169. Newborn w i l l  purchase t h e  stamping d i e s  f o r  d e l i v e r y  t o  Keystone, and 

t h e  s p r i n g s ,  rods ,  and plunger  d i s c s  on t h e  open market. A t  f i r s t ,  

Newborn p lans  t o  purchase the  g r i p  plates ,  which c o n s t i t u t e  5% of 

t h e  overall c o s t  of manufacture ,  from abroad,  u n t i l  a domestic source  

can be developed. Mr. Chang has  found a domestic s t e e l  company 

capable of producing s teel  t h a t  has t h e  p r o p e r t i e s  sought by Mr. 

Chang, and Newborn c u r r e n t l y  i s  nego t i a t ing  wi th  Keystone t o  produce 

t h e  g r i p  plates  in a d d i t i o n  t o  t h e  frames. A l t e r n a t i v e l y ,  Mr, Chang 

a l s o  i s  d i s c u s s i n g  t h e  product ion  of  the  g r i p  plates  w i t h  Lowry Tool 

h Die C o , ,  one of t he  manufacturers  w i th  whom Chang placed an o rde r  

f o r  t h e  stamping dies. (Chang, T r .  736-38, 761-62; CX 135). 
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170. The caulk ing  gun frames will be p a i n t e d  at I n d u s t r i a l  F a b r i c a t i o n s ,  

also o f  South Wi l l lamsport ,  Pennsylvania.  Assembly, f i n a l  welding of 

t h e  rod and d i s c ,  packaging,  s h i p p i n g ,  and marketing w i l l  be t h e  

r e s p o n s i b i l i t y  of Newborn and w i l l  take place i n  Maryland. 

i s  c o n s i d e r i n g  t h e  use  o f  one o f  t h r e e  handicapped persons '  o r g a n i z a t i o n s  

l o c a t e d  in Baltimore t o  assemble t h e  caulk ing  guns, but  assembly 

easily could  be accomplished i n  Newborn's Columbia, Maryland warehouse, 

w i t h  f i f t e e n - t o - t h i r t y  days p r e p a r a t i o n  time. ( C h a n g ,  Tr. 738-41, 

766; Hannon, Tr.  791). 

Mr. Chang 

171. Keys tone has placed  o r d e r s  and advanced' approximately  on 

(.C 1 September 23, 1983 t o  o b t a i n  t h e  welding equipment, according  t o  

the  c o n t r a c t .  (Hannon, Tr.  780-87; CX 134). 

172. Newborn placed o r d e r s  f o r  stamping dies w i t h  Lowry Tool 6 Die Co., 

(C> and Upstate Tool, I n c . ,  on October  7 and 17, 1983, r e s p e c t i v e l y ,  and 

adv anced t o  Upstate toward t h e  f i n a l  purchase price. The 

d i e s  are t o  be d e l i v e r e d  by la te  December 1983. (Chang, Tr.  741-44; 

CX 138). 

173. The welders should be d e l i v e r e d  t o  Keystone by la te  January 1984. 

(Hannon, Tr .  787; CX 134). 

174. Raw materials are a v a i l a b l e  from several o f  Keystone 's  regular 

s u p p l i e r s .  (Hannon, Tr .  787). 

175. The springs, rods and plunger discs are to be obta ined  on the 

open maricet. M r .  Chang c u r r e n t l y  i s  n e g o t l a t i n g  w i t h  three 

p o t e n t i a l  s o u r c e s  for the lowest  a v a i l a b l e  price. (Chang, T r .  762).  



176. The parties  a n t i c i p a t e  p r o d u c t i o n  o f  t h e  500 samples by e a r l y  

F e b r u a r y  1984. Commercial p r o d u c t i o n  would commence w i t h i n  

t h i r t y  days t h e r e a f t e r ,  during March 1984. (Chang, Tr.  745; 

Hannon, T r .  788-89). 

177. Keystone has t h e  c a p a c i t y  t o  i n c r e a s e  p r o d u c t i o n  t o  2-3 m i l l i o n  

c a u l k i n g  guns/year .  (Hannon, T r .  789-90). 

178. Mr. Chaw w i l l  manufacture t h e  p a t e n t e d  c a u l k l n g  guns even i f  he 

i s  n o t  g r a n t e d  a n  e x c l u s i o n  o r d e r  by t h e  Commission. (Chang, Tr.  305). 

E f f i c i e n t  and Economic O p e r a t i o n  

179. U n t i l  1980, Newborn s p e n t  $10,000 a y e a r  on a d v e r t i s i n g  but found 

t h a t  t h e  a d v e r t i s i n g  c o n t r i b u t e d  more t o  i n f r i n g e r s  sales volume than 

t o  complainant 's  sales volume. (Chang, Tr .  298-99; CX 116). 

180. T h e r e  are sales i n c e n t i v e  programs f o r  r e p r e s e n t a t i v e s  o f  Newborn. 

(Chang, Tr.  298-99; CX 116). 

181. C o l l i e r ' s  manufacturing faci l i t ies  are modern and e f f i c i e n t  and on 

a p a r  w i t h  o t h e r  d o m e s t i c  c a u l k i n g  gun m a n u f a c t u r e r s .  

104-05) . 
( S X  468, pp. 

182. The complainant  p r e v i o u s l y  o p e r a t e d  in Korea a s t r i n g e n t  q u a l i t y  

c o n t r o l  program i n  manufacturing i t s  c a u l k i n g  guns. The major  

c o n c e r n s  i n  q u a l i t y  c o n t r o l  o f  the 101 c a u l k i n g  gun are: ( 1 )  t h e  

f r i c t i o n  and r e l e a s e  plates; (2) t h e  use of h i g h  grade s t e e l ;  

(3) t h e  punch h o l e s ;  and (4 )  pre-treatmecr p r o c e s s  b e f o r e  pafn:Fng; 

(Chang,  T r .  445-46).  
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183. Mary P r o c t o r  T a b l e s  (MPT) has  t h e  machinery r e q u i r e d  t o  manufacture 

c a u l k i n g  guns, except f o r  p o s s i b l y  needing welding equipment if t h e  

p a r t i e s  d e c i d e  t o  weld r a t h e r  t h a n  r i v e t  t h e  c a u l k i n g  guns. 

all t h e  f a b r i c a t i n g  equipment i s  a l r e a d y  i n  place, a l though minor 

m o d i f i c a t i o n s  m y  be required .  (Chang, Tr .  349-50) .  

Otherwise ,  

184. MPT h a s  50,000-60,000 square  feet o f  excess c a p a c i t y  i n  a 100,000 

square  f o o t  f a c t o r y ,  w h i c h , i t  needs t o  u t i l i z e  i n  o r d e r  t o  d e f r a y  

w e r h e a d  c o s t s  and t o  i n c r e a s e  i t s  p r o f i t a b i l i t y .  

capacity i n c l u d e s  f i v e  h igh  speed 25-200 t o n  stamping machines and 

a modem r o t a t i n g  e l e c t r o s t a t i c  p a i n t i n g  l i n e s  which W i l l  be a b l e  

KPT's excess 

t o  r o t a t e  the c a u l k i n g  guns so t h a t  t h e  e n t i r e  gun c a n  b e  p a i n t e d  

both i n s i d e  and o u t  i n  one step. 

t h e  z i n c - p l a t i n g  f a c i l i t y  i n  t h e  MPT f a c t o r y  i s  n o t  c u r r e n t l y  i n  use .  

Zinc p l a t i n g  i s  an involved  p r o c e s s  i n  t h e  United S t a t e s  because  

e w i r o n m e n t a l  laws r e q u i r e  a manufacturer  t o  treat t h e  waste m a t e r i a l  

The Newborn gun is z i n c  p l a t e d  and 

comlng o u t  o f  t h e  z i n c  p l a t i n g  process .  MPT a l r e a d y  has waste t rea tment  

fac i l i t i es  i n  i t s  f a c t o r y ,  which w i l l  he lp  t o  avoid  a d d i t i o n a l  start  

up time and c o s t s .  (Chang, Tr .  338-40, 348-49). 

185. Keystone F r i c t i o n  Binge Co, i s  an  e f f i c i e n t ,  w e l l - o r g a n i z e d ,  "very 

c o n s e r v a t i v e  o r g a n i z a t i o n . "  The p l a n t  i s  organized  t o  maximize 

e f f i c i e n c y  and p r o d u c t i v i t y ,  and has s u f f i c i e n t  equipment and capacity. 

Keystone 1s i n  good f i n a n c i a l  s tanding  as a small, c l o s e l y  h e l d  

c o r p o r a t i o n  w i t h  a l i a b i l l t i e s - t o - a s s e t s  r a t i o  o f  .75 t o  1. Keystone 

- .  

r.4ti grearer than  5OZ s t o c k h o l d e r  e q u l t y .  (Chang,  Tr. 7 3 6 ,  747; 

tiannon, Tr, 790-933. 



, I 

Inj u r x  

186. Complainant f i r s t  n o t i c e d  t h e  appearance of a l l e g e d l y  i n f r i n g i n g  

imported caulk ing  guns i n  t h e  United S t a t e s  market i n  1979, and 

observed a s u b s t a n t i a l  i n c r e a s e  i n  t h e  number of t hese  caulking 

guns beginning i n  l a t e  1981. (CX 118, p. 2 1 ) .  

187. Between 1976 and 1978, Newborn's sales of caulk ing  guns rose  from 

approximately $700,000 t o  $1.2 mi l l i on .  Between 1978 and 1980 

Newborn's sales of caulk ing  guns r o s e  from $1.2 m i l l i o n  t o  

$2.5 m i l l i o n .  Although Newborn's d o l l a r  sales of caulking guns 

rose  s i g h t l y  i n  1981, t hey  f e l l  to $1.8 m i l l i o n  i n  1982. (Chang, 

T r .  378-79; CX 72; CX 79, i n t e r r o g .  10(e)). 

188. Newborn's sales of t h e  model 101 caulk ing  gun increased  i n  1979 

and 1980 bu t  began dropping in 1981 as fo l lows:  

(C> 
Net Dol l a r  Value Sold 

Year F.O.B. Shipping P o i n t  Units  Unit  Price - - 
1979 
1980 
1981 
1982 

$1.18 - $1.28 
$1.18 - $1.28 

(CX 79, i n t e r r o g .  10(e) ) ,  

189. During t h e  f i r s t  f i v e  months of 1983, Newborn's sales of the  model 

101 caulk ing  gun dropped below its sales for t h e  same per iod i n  1982 

as follows: 
(C> 

First f i v e  months o f  1982 
First five mon:hs o f  1983 

Unit Sa le s  Unit P r i c e  

$1.18 - $1.28 
$1.27 - S!,35 



190. Newborn's sales in 1982 dropped 42.8% as compared t o  1981. (CX 6 6 ,  

67; CX 79, i n t e r r o g .  10). 

191. Newborn's sales o f  t h e  model 105 c a u l k i n g  gun r o s e  in 1979, 1980 and 

1981, but  beganing dropppfng in 1982 as f o l l o w s :  

(C>  
Net Dollar Value So ld  

Year F.O.B. Shipping P o i n t  Units - - 
1979 
1980 
1981 
1982 

(CX 79, i n t e r r o g .  10(e)). 

192. During the f i r s t  f i v e  months o f  1983, Newborn's sales o f  the  model 

105 c a u l k i n g  gun were s l i g h t l y  above i t s  sales for t h e  same period 

i n  1982 as f o l l o w s :  

Uni t  S a l e s  

F irs t  f i v e  months of  1982 
F i r s t  f i v e  months o f  1983 

(CX 74). 

193, Newborn's n e t  o p e r a t i n g  p r o f i t  has s t e a d i l y  decreased s i n c e  1979: 

Net P r o f i t  o r  (Loss) 

1979 
1980 
1981 
1982 

B e f o r e  1983, Newborn's sales o f  the model 101 and model 105 caulk ing  

gun accounted for  9OX o f  its overall sales.  (Chary,  T r .  217; CX 79, 

i n t e r r o g  . 1 2  1. 



194. If t h e  Imported c o p i e s  are n o t  excluded,  Mr. Chang t e s t i f i e s  t h a t  

he w i l l  s t i l l  go i n t o  product ion  o f  caulk ing  guns i n  t h e  United 

States but he w i l l  probably  be unable t o  stay i n  bus iness  for more 

than one year. 

of China at  prices which are o n l y  h a l f  of t h e  Taiwanese prices, 

which are a l r e a d y  25 t o  30% below Newborn's prices. 

417-19 1. 

Copies are being imported from t h e  People 's  Republ ic  

(Chang, Tr. 

195. The d e c l i n e  i n  Newborn sales c o i n c i d e d  e x a c t l y  w i t h  t h e  appearance of 

i n f r i n g i n g  c o p i e s  on t h e  United S t a t e s  market. (CX 118, p. 25). 

196. Between 1980 and 1982 t h e  fo l lowing  were among t h e  customers who 

reduced the i r  purchases  o f  t h e  Newborn model 101 caulk ing  gun: 

1982 - 1981 - 1980 - 
(C> 

Category I 

Moore Hanley 
K e l l y  Moore P a i n t s  
Eme ry W a t e r hou s e 
American Wholesale Hardware 
Artco  
Red D e v i l ,  Inc . *  
Thurman I n d u s t r i e s *  
84 Lumber* 

Category I1 

Lowe's Co. 
Quinn Products  
Ace Hardware 
B 26 - pg.  4 

Category 111 

O r  chard Supply 
Danner, Lnc. 
Aubuchon 
F o r r e s t  C i t y  E n t e r p r i s e  
C a l i f o r n i a  Hardware 
Banner Dist. 
Fred Meyer Co. 
Tri K. Dist. 
Goodman Co . 

l! 1 



1980 - 
Category IV 

1981 - 
-- scot t y  ' s 

Brockton D i s t r i b u t i o n  

1982 - 

* Unit  sales f i g u r e s  were no-t a v a i l a b l e ,  t h e r e f o r e  d o l l a r  
sa les  f i g u r e s  have been used. 

(Raber ,  T r .  50-51, 57, 65; CX 37, 76). 

197. A t  o r  about  t h e  time t h e  a b w e  named customers i n  c a t e g o r y  I reduced 

t h e i r  purchases  from Newborn, t h e y  began purchasing a l l e g e d l y  i n f r i n g i n g  

caulk ing  guns. (Raber ,  Tr .  47-49, 51-52, 59-60, 63, 377, 397-98; 

CX 37, 76). 

198. At o r  about  t h e  time t h e  a b w e  named customers  i n  c a t e g o r y  11 reduced 

t h e i r  purchases  from Newborn they  began purchasing a l l e g e d l y  i n f r i n g i n g  

as well as non- infr inging  caulk ing  guns. (Raber ,  Tr. 46-47, 54-55, 65). 

199. It has  not been e s t a b l i s h e d  whether t h e  customers i n  c a t e g o r y  551 have 

purchased a l l e g e d l y  i n f r i n g i n g  caulk ing  guns i n  l i e u  o f  Newborn's 

caulk ing  guns. (Raber ,  Tr .  50-51, 57-78, 61-62, 81). 

200. At o r  about  t h e  time t h e  a b w e  named customers  i n  c a t e g o r y  IV reduced 

t h e i r  purchased from Newborn, t h e y  began purchasing non- inf r inging  caulk ing  

guns. (Raber ,  T r .  57-58, 61). 

201. A l l e g e d l y  i n f r i n g i n g  imported c a u l k i n g  guns have been o f f e r e d  f o r  sale 

at prices below Newborn's l i s t  price. Mr. Fought t e s t i f i e d  t h a t  

imported smooth rod caulk ing  guns a r e  g e n e r a l l y  prices 10-302 below 

\l---.- - ..- --A AnmPcrica2.1; oroau:et zaulkLng gucs. F i .  Chary :estified 

that i n  1982 i n f r l n g i n g  import6 were s e l l i n g  a: 20-25: belov Newborn's 

--. -.e ( 0%. L : . e... ."-----. ,uc. u d ,  " C .  Ll&, 2 .  2:: S!: -+Oh, ? s .  Ei-e:;, 



202. Buseong I n d u s t r i a l s  Co. ,  L t d .  has a p p r o x i m a t e l y  o f  t h e  Uni ted  S t a t e s  

market f o r  smooth r o d  c a u l k i n g  guns. They s e l l  t o  

, and Macklanburg-Duncan Co. and have t h e  

capacity t o  produce  1 .4  m i l l i o n  pieces per y e a r .  

1 9 8 1  - 1982  - 
Guns e x p o r t e d  t o  U n i t e d  States  
U n i t  P r i c e  

(CX 1 1 1 :  items 6, 7A, 8 B ,  8C, 8D, 1 1 ,  20). 

203 .  V a r i o u s  Newborn c u s t o m e r s  who purchased  c a u l k i n g  guns  from Newborn 

t h r o u g h  Gray w h i l e  he r e p r e s e n t e d  Newborn, c e a s e d  purchas ing  Newborn 

c a u l k i n g  guns a t  or a b o u t  t h e  time Gray s t a r t e d  t o  s e l l  Azco's 

i n f r i n g i n g  guns.  (CX 77). 

. 
204. Newborn's greatest c o m p e t i t i o n  f o r  the p a t e n t e d  1 0 1  model comes from 

t h e  exact c o p i e s  o f  the Newborn c a u l k i n g  gun. Newborn's model 101 

does  n o t  compete d i r e c t l y  a g a i n s t  the  shor t -handled  caulking gun 

b e c a u s e  t h e y  are o f  d i f f e r e n t  q u a l i t i e s  and p r e f e r r e d  by cus tomers  

w i t h  d i f f e r e n t  needs .  Copies  o f  the Newborn c a u l k i n g  gun are preferred 

by c u s t o m e r s  who want the  Newborn s t y l e  and product  w i t h o u t  paying 

the  p r i c e  f o r  the Newborn c a u l k i n g  gun. (Raber,  T r .  135-36) .  

205. The h i g h  p e r c e n t a g e  of non-Newborn d e f e c t i v e  r e t u r n s  alerted Newborn 

t h a t  more p e o p l e  t h a n  Newborn s u s p e c t e d  were buying infringing 

c a u l k i n g  guns rather t h a n  Newborn's c a u l k i n g  gun. (CX 1 1 6 ,  p. 8). 

206. Newborn lost sales t o  American Wholesa le  Hardware, Abco D i s t r i b u t o r s ,  

b o x  D i s t r i b u t o r s ,  t i a n d p a n ,  Angels, K e l l y  Moore and o t h e r s  b e c a u s e  

118-20).  



207. Due t o  competi t ion from t h e  Olympia caulking guns,  Newborn sales i n  

C a l i f o r n i a  have decreased from approximately $25-30,000 per month i n  

1981 t o  $10-12,000 per month i n  t h e  beginning o f  1983. (Raber, Tr.  

pp* 107-8,  118020). 

208. Newborn no longer  se l ls  i t s  caulking guns t o  Macklanburg-Duncan and 

Lowe's because t h e s e  s t o r e s  are o f f e r i n g  Newborn copies  t o  t h e i r  

customers. 

programs wi th  which Newborn could not  compete. 

midwest market where Hackclanburg-Duncan i s  l o c a t e d ,  Newborn's sales 

i n  t h e  New England area, a l so  suppl ied by Macklanburg-Duacaa, have 

s u f f e r e d  due t o  the low c o s t  p r i c i n g .  (Raber, Tr .  106-08 ,  118-22; CX 

116 ,  p. 6).  

Macklanburg-Duncan was o f f e r i n g  v e r y  low prepaid price 

In a d d i t i o n  t o  t h e  

209. I n  1 9 8 2 ,  Newborn o f f e r e d  i t s  l / l O t h  g a l l o n  caulking gun t o  wholesale 

d i s t r i b u t o r s  at $1.18-$1.28 per gun f o r  one g r o s s .  The fol lowing 

d i s t r i b u t o r s  purchased a l l e g e d l y  i n f r i n g i n g  l / l O t h  g a l l o n  caulking 

guns at prices s u b s t a n t i a l l y  below t h e  prices o f f e r e d  by Newborn f o r  

the l / l O t h  g a l l o n  caulklng gun: 

D i s t r i b u t o r  

A r t 4 0  
Azco 
Macklanburg -Duncan 

Purchase P r i c e  

$ .77 
1.17 

.88-.98 

(CX 1 4 ,  3 2 ,  9 7 ,  106). 

210.  Because o f  the l n f r i n g i n g  caulking guns coming i n  a t  extremely low 

prices, Newborn had t o  r o l l  back its prices I n  t h e  fa l l  of 1982 t o  

i t s  1980 prices. Newborn has also cut i t s  p r i c e s  s h a r p l y  t o  meet 

s p e c i f i c  i n s t a n c e s  o f  p r i c e  reduct ion t o  i:s customers ,  I n  addit ion 



t o  price r o l l b a c k s ,  Newborn developed sales i n c e n t i v e  programs t o  

remain competit ive.  Newborn paid e x t r a  commissions and gave away 

free caulking guns wi th  c e r t a i n  purchase amounts. (Raber,  Tr. 104, 

211. Various f o r e i g n  f i n n s  t h a t  are not  p r e s e n t l y  export ing caulking 

guns t o  the  United S t a t e s ,  b e  i n d i c a t e d  t h a t  they possess  t h e  

c a p a b i l i t y  and d e s i r e  t o  manufacture and export  a l l e g e d l y  infringing 

caulking guns t o  t h e  United States. (Chang, Tr. 479, 482-84, 491; 

CX 3-10). 

212. Manufacturers t h a t  have s e n t  Newborn u n s o l i c i t e d  o f f e r s  t o  purchase 

a l l e g e d l y  i n f r i n g i n g  guns are : 

Company 
Thumb E n t e r p r i s e  
Seven Rings 

winmax 
Viv a I n t e r n a t i o n a l  
Fuerza I n t e r n a t i o n a l  
CCB Bros. Co. 
DLW Ind. Co. 
C h i 1  Sung Ind. Co. 
Kukj e Corp. 
Buseong Ind. Co. 
Azco 
Olympia 
Artco 
DMZ Offshore  
Mlnking E n t e r p r i s e  
Taiwan Seven Rings 
Os0 Blanco Kfg. 

Quotation 
$ .69/20 ,280  pieces 
$ .69/42 ,336  pieces o r  

$ . 70/piece 
$ .74/piece  

$ .74/piece  
$ . 55 /p iece  
$1 .02/5 ,000  pieces 

$ .75 /5 ,000  pieces 

- 

- - 
$ .95 /38 ,000  pieces 
$1.17/144 pieces 
$099 
S.69 
$ ,570.59 
$065 
$.54 

(CX 2-14, 1 6 ,  20, 4 8 ,  51, 53) .  

213. As o f  October 25, 1983,  Nevborn's sales o f  t h e  patented caulking 

gun were down 50% from July  1983. I n  July 1983 ,  complainant so ld  

approximately 100,000 guns/month; fn October 1983, sales were 

approximately 50,000-70,000 guns/manth. ( C h a n g ,  T r .  7 4 6 ,  753-54). 



214. Complainant’s inventory of model 101 caulking guns was about 500,000 

pieces as of October 25, 1983. (Chang, Tr. 753). 

215. The complainant’s market share for smooth rod caulking guns i s  as 

follows: 1979 - 10%; 1980 - 30-40%; 1981 - 40-50%; 1983 - 15-25%. 
(Chang, Tr. 295; CX 118, p. 23). 

216. The market share for ratchet guns has decreased from 90% in 1976 to 

25% in 1983. (Chang, Tr.. 382). 

217. The 1983 market i s  divided as follows: ratchet guns, 50%; Newborn 

smooth rod guns, 25%; econo-type smooth rod guns, 5%; UMAC smooth 

rod guns, 7-8%; infringing and non-infringing imports, 12-132. 

(Chang, Tr. 383). 

218. The California market in 1981 was divided as follows: Newborn 

smooth rod guns, 75%; UMAC and Viking ratchet guns, 25%. Currently 

the California market is divided as follows: Commander (Great 

American), 60-70%; Olympia, 10%; Newborn and domestic caulking 

gun manufacturers, 20-308. (CX 92, pp. 62-71). 

219. The California market for smooth rod guns consists of: Commander 

(Great American), 40%; Newborn, 20%; Olympia, 20%; others 20%. 

(CX 92, pp. 123-24), 

220. Newborn has not l o s t  sales to domestic smooth rod manufacturers 

since 1979. (Chang, Tr. 271). 



222.  Newborn introduced i n  May 1983 i t s  o m  econo-type smooth rod caulking 

gun and i t s  own ratchet gun,  which are imported from Taiwan, t o  

compete w i t h  the imported i n f r i n g i n g  s m o t h  rod caulk lng  guns. 

Newborn's econo-smooth rod gun sel ls  f o r  $.84; t h e  r a t c h e t  gun s e l l s  

f o r  $ . 9 5 ,  compared t o  t h e  model 101 smooth rod sale price of $1.18. 

(Chang, Tr .  274-77; Raber ,  Tr .  28-29, 9 1 ;  SPX 4 ) .  

223.  The housing r e c e s s i o n  does not  impact upon sales o f  Newborn's model 101 

smooth rod caulk lng  guns ,  because  the smooth rod gun p r i m a r i l y  i s  used 

by t h e  "do- i t -yourse l fer . "  The housing r e c e s s i o n  has  t h e  most lmpact  

upon t h e  model 1 0 5 ,  quar t - s ized  gun because  it is used by t h e  pro- 

f e s s i o n a l  c o n t r a c t o r .  (Raber ,  T r .  41-42). 

;24. Three Korean manufacturers  of Newborn-type smooth rod  guns are: 

Cheisong,  Pusong, and Yeong Ching. (Chang, T r .  455) .  

225. Handy Dan purchased t h e  s u b j e c t  guns from C o l l i n s  Co., New York, 

New York;  Great American Market ing;  and Donald Gray. (CX 107) .  

226.  Sa-on-Drugs purchased t h e  s u b j e c t  guns from Miss ion  S a l e s ,  a 

w h o l e s a l e r  who purchased t h e  guns from k c o .  (CX 9 2 ,  p. 45; CX 1 0 8 ) .  

227.  Ar tco  purchased smooth rod caulk ing  guns from Newborn between 1979 

and 1 9 8 1 ,  from Sharon Products ,  F l o r i d a  i n  1 9 8 2 ,  and from Sharon 

Products  and Whiz Products  i n  1983 a t  p r i c e s  from $.89-1.54/gun. 

(CX 106) .  

228, Ho Sheng Metal F a c t o r y  Co., Ltd., P.O. Box 21-89,  Taichung,  Taiwan 

- - - . .F - -c . . rso  3 n A  avnnrtc 9 m n r i ~ i s  r,f FnfrFminE c a d k i n g  guns: 

HS-71A, HS-71B, HS-77. (CX LLG, ExPbFSFt 58 ) .  



CONCLUSIONS OF LAW 

1. The Commission has j u r i s d i c t i o n  w e t  t h e  a l l e g a t i o n s  involved in 

t h i s  i n v e s t i g a t i o n .  19 U.S.C. 01337. 

2. The Commission lacks - i n  personam and s u b j e c t  matter j u r i s d i c t i o n  

over respondent Chi1  Sung I n d u s t r i a l  Co. (See  - supra ,  p. 11). 

3. The Commission lacks s u b j e c t  matter j u r i d i c t i o n  w e r  respondents 

C6B B r o t h e r s  Co., Ltd. ,  D6W I n d u s t r i a l  Co., Ltd. ,  Fuerza I n t e r n a t i o n a l  

Co., Ltd . ,  Taiwan Seven Rings I n d u s t r i a l  Co., Ltd. ,  Thumb E n t e r p r i s e s  Co., 

Ltd. ,  Viva I n t e r n a t i o n a l  Corp., and Wfnmax, Inc. (See - supra ,  pp. 52-53). 

4. U.S. Letters P a t e n t  No. 4,081,112 is v a l i d .  35 U.S.C. 5282. 

5. The c a u l k i n g  guns manufactured o r  imported and s o l d  by respondents 

Azco, I n c . ,  Donald Gray,  Gray Marketing Group, Ltd. ,  Lowe's Co. ,  I n c . ,  

Buseong I n d u s t r i a l  Co., Ltd. ,  Kukje Corp.,  and o t h e r  non-respondents i n f r i n g e  

t h e  claims of U.S. L e t t e r s  P a t e n t  No. 4,081,112. ( S e e  s u p r a ,  pp. 37-39) . 
6. The caulk ing  guns manufactured but c u r r e n t l y  not  exported t o  t h e  

United S t a t e s  by respondents C6B B r o t h e r s  Co., Ltd. ,  D&W I n d u s t r i a l  Co., 

L t d . ,  Taiwan Seven Rings I n d u s t r i a l  Co., Ltd . ,  and Viva I n t e r n a t i o n a l  Cotp. 

i n f r i n g e  t h e  claims of U.S. Letters P a t e n t  No. 4,081,112. ( S e e  supra ,  

pp. 37-39). 

7. P a t e n t  Infr ingement  I s  an u n f a i r  act o r  method of compet i t ion  

under 19 U.S.C. §1337(a). I n  r e  Von Clem, 108 U.S.P.Q. 371 (C.C.P.A. 1955). 

8. Respondents Azco, Xnc. ,  Donald Gray, and Gray HarKecing Grou;, LEG. 

have not passed o f f  t h e i r  caulking guns as those  o f  t h e  complainant.  (See 



9. P a s s i n g  o f f  i s  an  u n f a i r  act o r  method o f  compet i t ion  under 19 U.S.C. 

§1337(a) .  C e r t a i n  A i r t i g h t  Cast - Iron S t o v e s ,  - supra. 

10. NO respondents  b e  engaged in conduct c o n s t i t u t i n g  a v i o l a t i o n  o f  

t h e  Lanham Act §43(a), 35  U.S.C. § 1 1 2 5 ( a ) ,  by r e a s o n  o f  false d e s i g n a t i o n  

o f  o r i g i n ,  false advertising, o r  false d e s i g n a t i o n  o f  source .  

pp. 43-51).  

11. 

(See  supra ,  

False d e s i g n a t i o n  of o r i g i n  o r  source  under t h e  Lanham A c t  § 4 3 ( a ) ,  35 

U.S.C. § 1 1 2 5 ( a ) ,  i s  an u n f a i r  act o r  method of compet i t ion  under 19 U.S.C. §1337( 

C e r t a i n  M i n i a t u r e ,  B a t t e r y d p e r a t e d ,  All-Terrain Wheeled V e h i c l e s ,  supra. 

12. The complainant i s  ready t o  commence product ion i n  t h e  United S t a t e s  of 

t h e  s u b j e c t  c a u l k i n g  guns, and as such c o n s t i t u t e s  an "embryo i n d u s t r y , "  which i s  

prevented from being e s t a b l i s h e d  by t h e  unlawful  importa t ion  and sale o f  infringi 

caulk ing  guns. Certain Ultra-Microtome Freez ing  Attachments ,  B. ( S e e  supra,  

p p -  54-61).  

13. An "embryo i n d u s t r y " ,  n o t  y e t  e s t a b l i s h e d ,  cannot  be  e f f i c i e n t l y  and 

economica l ly  operated .  C e r t a i n  Ultra-Microtome Freez ing  Attachments ,  supra. 

( S e e  - supra ,  pp. 54-61). 

14. There exists a tendency t o  s u b s t a n t i a l l y  i n j u r e  t h e  "embryo industry" .  

( S e e  s u p r a ,  pp. 65-68). 

15. The complainant has  made a prima facie showing o f  v i o l a t i o n  o f  19 U.S.C. -- 
§1337(a )  wi th  r e s p e c t  t o  respondents  Azco I n c . ,  Donald Gray,  Gray Marketing Group 

L t d . ,  Lowe's Co.,  I n c . ,  Buseong I n d u s t r i a l  Co.,  Ltd.., and Kukje Corp. 19 U.S.C. 

5 1337 (a) .  

16. Respondents CLB B r o t h e r s  Co., L td . ,  Chi1 Sung I n d u s t r i a l  C O . ,  L t d . ,  

D ti W I n d u s t r i a l  Co., L t d . ,  Fuarza I n t e r n a t i o n a l  Co. ,  L t d . ,  Taiwan Seven Rings 

I n d u s t r i a l  Co., Ltd. , Thumb E n t e r p r i s e  Co.. Ltd.. V i v a  Tntemat i .nnd. .  h t n . .  

Winmax, Inc.  a r e  not i n  v i o l a t i o n  o f  19 U.S.C. § 1 3 3 7 ( a ) .  



INITIAL DETERMINATION AND ORDER 

Based on t h e  foregoing f i n d i n g s  of fact,  c o n c l u s i o n s  o f  law, t h e  

o p i n i o n  and t h e  r e c o r d  as a whole,  and having cons idered  a l l  t h e  pleadings  

and arguments presented  o r a l l y  and i n  b r i e f s ,  as well as proposed f i n d i n g s  

o f  fact  and c o n c l u s i o n s  o f  law, i t  i s  t h e  P r e s i d i n g  Officer's INITIAL 

DETEBXINATION that the Commission determine that t h e r e  is a v i o l a t i o n  o f  

S e c t i o n  337 in' t h e  unauthorized importa t ion  and sale i n  t h e  United S t a t e s  of 

America of t h e  accused  c a u l U n g  guns. 

The P r e s i d i n g  Officer hereby CERTIFIES t o  t h e  Coaunfssion t h e  I n i t i a l  

Determinat ion ,  t o g e t h e r  v i t h  t h e  r e c o r d  o f  t h e  hear ing  i n  t h i s  i n v e s t i g a t i o n  

c o n s i s t i n g  o f  t h e  following: 

1. The t r a n s c r i p t  o f  t h e  h e a r i n g ,  wi th  appropr ia te  c o r r e c t i o n s  as may 

hereafter be ordered by t h e  P r e s i d i n g  Officer; and f u r t h e r ,  

2. The E x h i b i t s  accepted  i n t o  evidence i n  t h e  c o u r s e  o f  t h e  h e a r i n g ,  

as l i s t e d  i n  t h e  Appendix a t t a c h e d  h e r e t o .  

The pleadings  o f  the p a r t i e s  are not c e r t i f i e d ,  s i n c e  t h e y  are a l r e a d y  

i n  t h e  Commission's p o s s e s s i o n  i n  accordance wi th  Commission Rules  of P r a c t i c e  

and Procedure .  

F u r t h e r ,  i t  i s  ORDERED t h a t :  

_ _  
1. I n  accordance w l t h  Rule 2 1 0 . 4 4 ( b ) ,  a l l  m a t e r i a l  h e r e t o f o r e  marked 

b ~ ~ e z ~  rot reasons  Oi Dusiness ,  r r n a n c i a i ,  and marketing d a t a  found by 

=ne Presiding Officer t o  be cognizable  a s  c o n f i d e n t i a l  b u s i n e s s  i n fo t r r a t ion  



under  R u l e  20,1.6(a)  i s  t o  be g i v e n  f i v e  y e a r  i n  camera t r e a t m e n t  from t h e  

d a t e  t h i s  i n v e s t i g a t i o n  i s  t e r m i n a t e d ;  and f u r t h e r  

2 .  The S e c r e t a r y  shall  s e w e  a copy o f  t h e  p u b l i c  v e r s i o n  o f  t h i s  

X n l t i a l  D e t e r m i n a t i o n  upon a l l  parties o f  r e c o r d  and t h e  c o n f i d e n t i a l  

v e r s i o n  upon a l l  c o u n s e l  o f  r e c o r d  who are s i g n a t o r i e s  t o  t h e  p r o t e c t i v e  

o r d e r  i s s u e d  by  the P r e s i d i n g  Officer i o  t h i s  i n v e s t i g a t i o n ;  and f u r t h e r  

3. Mot ions  139-16 and 139-17 are g r a n t e d  t o  t h e  e x t e n t  d e s c r i b e d  h e r e i n .  

Judge Donald K. Dwall 
P r e s i d i n g  Officer 

I s s u e d :  November 2 5 ,  1983. 





APPEND I X 

E X H I B I T  LIST  

cx-1 . 
cx-2 . 
cx-3 . 
cx-4 . 
cx-5 . 
CX-6 . 
cx-7 0 

. CX-8 .  

cx-9. 

cx-10 . 
cx-1 I . 
cx-12 . 
CX-13 . 
CX-14. 

cx-15. 

CX-16. 

CX-17. 

CX-18. 

cx-19. 

~~~ ~~ 

U.S .  Patent No. 4,081,112 

S o l i c i t a t i o n  l e t t e r  o f  Thumb Enterprises Company, 
L i m i t e d  

Quotation o f  Thumb Enterprises Company, L imi ted  

Quotation o f  Taiwan Seven R i n g s  I n d u s t r i a l  Company 
Limi ted  

Invoice o f  Winmax, Incorporated 

S o l i c i t a t i o n  l e t t e r  of V i v a  International Corporation 

Brochure o f  Fuerza International  Company, Limited 

S o l i c i t a t i o n  o f  C h B Brothers Company, Limited 

Offer sheet o f  D 6 W Industr ia l  Company, Limited 

S o l i c i t a t i o n  l e t t e r  o f  C h i 1  Sung I n d u s t r i e s  
Company w i t h  o f f e r  sheet 

Brochure of Kukje  Corporation 

Advertisement o f  Buseong I n d u s t r i a l  Company, L i m i t e d  

Brochure of Azco and G . H . G . ,  L i m i t e d  

B r o c h u r e  o f  Olympia/LA 
0 

Let ter  from manufacturer's representative t o  Corn- 
p l a i n a n t  w i t h  attached Olympia/LA brochure 

Brochure o f  Olympia/LA 

Advertisement o f  Artco 

Letter  o f  manufacturer's representative t o  
Complainant w i t h  memorandum and p r i c e  List 
from The Mega Group, Incorporated 

Memorandum from manufacturer's representative t o  
Complainant concerning D K Z  Offshore Services .- 



Brochure o f  D M Z  Offshore Services  cx-20. 

cx-21. 

cx-2 2 . 

CX-23.  

CX-2 4.  

CX-25. 

CX-2 6 . 
CX-27. 

CX-28.  

CX-29.  

CX-3 0 .  

CX-3 1. 

CX-3 2 .  

cx-3 3 .  

cx-34. "C" 

cx-3 5 . 
C X - 3 6 .  " C "  

cx-37. " C "  

C X - 3 8 .  

cx-39. 

Memorandum o f  manufacturer's representative to Corn- 
plainant concerning Handy Dan 

L e t t e r  from manufcturer's representat ive  t o  
Complainant concerning Handy D a n  and Great 
American Marketing 

Portions o f  Lowe's Company, Incorporated catalogue 

Complainant's s a l e s  brochure 

Brochure o f  Complainant 

"Ad S l i c k "  o f  Cornplainant 

C l a i m  Chart 

Complainant's f irst  advertisement 

Advertisement i n  Wall S t r e e t  Journal o f  December 

2 9 ,  1982 

L e t t e r  from James T.  DeWitt to  Peter Chang o f  

December 2 9 ,  1 9 8 2  

Brochure o f  the Minority Business Development 

Center 

Complainant's p r i c e  l i s t s  

Complainant's current p r i c e  l i s t  

Correspondence concerning response t o  
Wall S t r e e t  Journal Ad 

, 

Newborn Distr ibutor  price l i s t  

L e t t e r  from Chang t o  W i l l e t t  

Lost s a l e s  pro jec t ion  List 

F i l e  Wrapper - ' 112 Patent 

U.S. Patent No. 1 , 9 8 6 , 1 6 6  



CX-4 0 . 
cx-4 1. 

CX-4 2 . 
cx-4 3 . 
cx-44.  “C” 

cx-45.  ’C‘ 

CX-46. “C‘ 

cx-47 .  “C“ 

CX-48 . 
cx-49 . 
cx-so . 
cx-5 I 

CX-52. ’ 

cx-5 3 . 
cx-54.  

cx-55.  “CU 

CX-56. “C“ 

cx-5 7 . 
CX-58. “C“ 

J d D f w * C x - S 9  . 
CX-6 0 . 
CX-61. “C“ 

CX-6 3 . 

U . S .  Patent No. 2 , 5 3 0 , 3 5 9  

U . S .  Patent No. 2 , 5 6 1 , 8 2 5  

U.S. Patent No. 4 , 0 0 9 , 8 0 4  

Australian Patent speci f icat ion 3,267/58 

Revon Engineering Study 

Letters  an8 notes concerning Roper Eastern 

Let ters  and notes concerning Viking and V i t a l  

Notes concerning compnent imports 

Quotation from blinking Enterprise Co., Ltd.  

Ad o f  Butter Co. 

Red Devil Advertisement 

Taiwan Seven Rings Industrial  Co.,  Ltd. quotation 

Let ter  from Emery-Waterhouse t o  Newborn 

Quotation from Os0 Blanco Mfg. Corp.  

Telex from Wakeham t o  Chaw 

.. Note from Wittman t o  Raber 

Telex to  Newborn 

Let ter  t o  P i m  from Chang 

. . -. 

Letter  to Fought from Chang I ’  

A f f i Q v i t  o f  Bruce Cahen .. 

Repoit o f  Mrs. Millet-  <. - 7 ;  

Affidavit “A” o f  Joint  Motion t o  Dismiss 
Respondent DMZ O f f s h o r e  Services 

Joint  m t i o n  to Dismiss Great American, f n c .  
[RULED INADMISSIBLE) 

. .. 

Newborn promotional brochures 
-- 



CX-64 .  "C" 

CX-65 .  "C" 

C X - 6 6 .  "C" 

CX-67.  "C" 

CX-68. "C" 

CX-69. "C" 

cx-70 0 

C X - 7 1 .  "C" 

cx-12. "C" 

cx-73. "C" 

cx-74. "C" 

CX-75. "C" 

CX-76.  "C" 

cx-77. "C" 

CX-78.  

cx-79. "C" 

CX-8 0. 

C X - 8 1 .  "C" 

C X - 8 2 .  

CX-83 .  "C" 

CX-8 4 . 
CX-8 5 . 
CX-8 6 . 
CX-8  7 

Newborn defective return sheets 

Raber notes 

Newborn F inanc ia l  Statements - 1 9 8 2  

Newborn Financial  Statements - 1981 

Newborn Financial Statements.- 1980 

Newborn Financial Statements - 1979 

Newborn price r o l l b a c k  f lyer  

Let ter  from G u m  to  Best 

Newborn Financial  Information 

Newborn 1 9 8 3  sales information 

Newborn sales comparison, 1982 t o  1983 

List  o f  d i rec t  p r i c e  reductions 

L i s t  o f  direct  lost sales 

L i s t  o f  d i r e c t  l o s t  sa les  caused by Gray 

First Set  of C I A  Interrogatories t o  Chang 

Response o f  Chang t o  First Set  o f  Interrogatories 

Second Set o f  C I A  Interrogatories t o  Chaw 

Response o f  Chang t o  Second Set  o f  Interrogatories 

Letter  to U.S. Customs Service from Newborn 
e 

U.S. Customs Service Reports 

Letter from Korea Trade Canter t o  Dfnan 

Revon P r o d u c t s  U . S . A . t  Inc. Articles o f  
1 ncorpo r a t  i o  n 

Newborn Art ic les  o f  Incorporation 

Deposition o f  Clark Harris 
_ -  

_ .  



, 

C X - 8 8 .  Deposition o f  Ted Hanson 

CX-8 9 .  

cx-90. 

cx-91. "C"  

CX-92.  

cx-9 3 

cx-94. 

cx-9 5 . 
CX-96.  

cx-9 7. 

CX-9 8 .  

- cx-99. 

cx-100. 

cx-IO 1 .  

cx-102. 

C X - 1 0 3 .  

C X - 1 0 4 .  

cx-105. 

CX-106. 

Deposition o f  J o h n  Wakham 

Deposition o f  A r d a s h i r  Zakat 

AZCO invoices  and sa les  quotations 

Deposition o f  Donald Gray 

Interrogator ies  o f  Complainant t o  domestic 
Respondents 

Interrogator ies  from C I A  to  foreign Respondents 

In terrogator ies  from C I A  t o  domestic Respondents 

Interrogatory response o f  Macklanburg-Duncan . t o  
C I A  Interrogator ies  

Interrogatory response o f  Macklanburg-Duncan to  
Complainant Is Interrogator ies  

Macklanburg-Duncan Memo 

Memo from Bowlware t o  O'Hare (Macklanburg-Duncan) 

Macklanburg-Duncan s p e c i f i c a t i o n  

Macklanburg-Duncan Invoices 

Add it ional  Macklanburg-Duncan Invoices 

Macklanbutg-Duncan correspondence concerning 
Imports 
Memo from Wells t o  Willis withdrawing (Macklan-, 
burg-Duncan) 

R u b b e l l  memo (Macklanburg-Duncan) 
e 

Interrogatory answers o f  A r t - C o  Distributors 



C X - 1 0 7  . Interrogatory answers o f  Randy Dan Home 
Improvement Centers 

C X - 1 0 8 .  

cx-109. 

cx-110. 

cx-111. "C" 

cx-112. 

C X - 1 1 3 .  

CX-114 .  

C X - 1 1 5 .  

C X - 1 1 6 ,  

C X - 1 1 7 .  

C X - 1 1 8  . 
cx-119. " C "  

cx-120. "C" 

cx-121. "C" 

Interrogatory answers o f  Sav-On-Drugs 

Interrogatory answers o f  Donald E , Gray 

Interrogatory answers o f  AZCO,  Inc. 

Interrogatory answers o f  Buseong I n d u s t r i a l  Co. 

Interrogatory answers o f  Taiwan Seven Rings 
I n d u s t r i a l  Co. 

Interrogatory answers of Winmax, Inc. 

Interrogatory answers of Fuerza International  Co. 

Interrogatory answers o f  Thumb Enterprise Co. 

Witness Statement o f  Robert E. Raber 

Witness Statement o f  Francis  B. Miller 

Witness Statement of Peter J. Chang 

Letters  from McClellan t o  Chang 

Newborn Financial  Statement-4/30/83 

Customs Letter  re :  p a t e n t  

cx-122. "C" Adduci  Le t ter  t o  Fought  re: Newborn o f f e r  
t o  C o l l i e r  

R e b u t t a l  E x h i b i t s  

CX-123-128 [WITHDRAWN] 

CX- 129 Chang Caulking Gun Patent  4,204,616 
[ADMITTED FOR LIWITED PURPOSE] 

C X - 1 3 0  Pages from Perennator Bauchemi 
Catalog/Brochure 

CX-131 " C "  MPT Intent  l e t t e r  



CX-132 “C‘ Sales and Inventory  Impact A n a l y s i s  

CX-133 Resume o f  John F. Witherspoon 

CX-134 Purchase  o r d e r s  nos. 2941 and 2942 f o r  
special welders. 

CX- 1 3 5 ffcff Agreement between Keystone F r i c t i o n  Hinge 
Company and Newborn B r o t h e r s  & Co. 8 Inc .  
Septexnbiiz- 1 5 ,  1983. 

CX-136 

GX-I37 

CX-13 8 

CX-139 

Letters o f  November 26, 1979 and August 2, 
1 9 8 3  from A l p h i l  Spot Welder Manufacturing 
Corp. t o  Newborn B r o t h e r s  h C o . ,  Inc . ,  w i t h  
attached drawings and s p e c i f i c a t i o n s  

Keystone F r i c t i o n  Hinge Co. Brochure 

Purchase  orders f o r  c a u l k i n g  gun dies 

Letter of October  20, 1983 from The League 
f o r  t h e  Handicapped, Xnc.,  t o  Newborn’ 
Brothers & Co., I n c .  w i t h  brochure  





Complainant's P h y s i c a l  E x h i b i t  L i s t  

E x h i b i t  Nos. D e s c r i p t i o n  

CPX- 1 1/10 g a l l o n  smooth 
rod c a u l k i n g  gun 

Newborn caulk ing  gun 
marked: U.S. p a t e n t  
4 r 0 8 1 r 1 1 2  - Canadian 
p a t e n t  1049464 - Hade i n  
Xorea 

CPX-2 n Olympia caulk ing  gun - 
unmarked 

8 

n 

m 

n o  

n 

n 

n 

I 

n 

n 

n 

CPX-3 n n Olympia caulk ing  gun w i t h  
Angels p r i c e  s t i c k e r  

CPX-4 

CPX-5 

Cashway p r i c e  s t i c k e r  

n 

n 

Olympia A l l  American Eone 
Center p r i c e  s t i c k e r  

True-Value p r i c e  s t i c k e r  CPX-6 

CPX-7 

CPX-8 

n 

w Made i n  Taiwan s t i c k e r  

n Olympia caulking '  gun - 
Made i n  Taiwan s t i c k e r  

n Olympia c a u l k i n g  gun 
with p r i c e  s t i c k e r  

CPX-9 

Ace P r i c e  p r i c e  s t i c k e &  CPX-10 

CPX-11 

w 

n 

n 

n Reardon B r i g g s  p r i c e  
s t i c k e r  * 

No markings- o r  s t i c k e r s  CPX-12 

CPX-13 

R 

n 

n 

n Macklanburg-Duncan Co. 
c a u l k i n g  gun, marked 
Oklahoma C i t y ,  OK. - Made 
i n  Korea 

Unmarked caulk ing  gun CPX-14 a 



CPX- 1 5 

CPX-16 

1 q u a r t  smooth rod 
c a u l k i n g  gun 

? CPX-17 ' 

CPX-18 (N) m 

m I CPX-19 

S t i c k e r  "Harbor S a l e s  
Company' w i t h  address and 
phone No. 

I Newborn c a u l k i n g  gun, 
marked U.S. Patent 
4 0 8 1 1 1 2  - Canadian Pat. 
1 0 4 9 4 6 4  - Made i n  Korea 
S t i c k e r  on i n s i d e :  "im- 
p o r t a n t " ,  t h e n  g i v i n g  
i n s t r u c t  ions 

" Macklanburg-Duncan Co . 
c a u l k i n g  gun,  marked 
Oklahoma C i t y ,  OK. - Made 
i n  Korea. "Instructions" 
s t i c k e r  i n s i d e  

" Olympia c a u l k i n g  gun w i t h  
2 Angels p r i c e  s t i c k e r s  

m G u n  s u b m i t t e d  by Great 
American Marketing i n  
answer t o  i n t e r r o g a t o r i e s  

I I CPX-20 " Gun submitted 'by Sav-On- 
Drugs i n  answer t o  in ter -  
r o g a t o r i e s  

.. . . R e b u t t a l  P h y s i c a l  E x h i b i t s  . ... 

CPX-2 1 Yellow R a t c h e t - t y p e  c a u l k i n g  gun stamped 
'Macklanburg-Duncan", w i t h  Beachview Lumber 
p r i c e  s t i c k e r  

I 

CPX-2 2-3 0 [WITHDRAWN] 

* .  
CPX-3 1 C o x  Gun 

The r e b u t t a l  e x h i b i t s  as a group, b o t h  written and p h y s i c a l ,  
combine t o  r e b u t  t h e  i n v e s t i g a t i v e  a t t o r n e y ' s  e x h i b i t s  SX-29A'-F; 

SX-39;  SX-40;  SX-41;  SX-42;  SX-43;  SX-44; SX-49;  and SX-50. 
SX-29AA; SX-30 ;  SX-31 ;  SX-32;  S X - 3 5 ;  SX-36 ;  SX-36A; SX-37; SX-38;  



UNITED STATES INTERNATIONAL TRADE CWI"IISS1ON 
Washington, D.C. 20436 

Before Donald K .  Duval l  
Chief Administrative Law Judge 

I n  the Ratter o f  1 
) 

CERTAIN CAULKING GUNS 1 Invest igat ion  No. 337-TA-139 

FINAL REVISED L I ST  OF COPWISSION INVESTIGATIVE STAFF EXHIBIlS 

Documentary Exh ib i t s  

SX 1 List  o f  Staff Exhib i t s  

SX 1A Cross-reference L i s t  to* 0eposition"Exhibits. . * . .  

(C) SX 2 Nwborn Brothers Co, , Inc. F inanc ia l  Statements, 
Ope r a t i q  Statement and Balance Sheet f o r  year ending 
December 3 1 ,  1982 

(C) SX 3 Newborn BrQthers Co., Inc. Operating Statement 
and Balance Sheet f o r  year ending December 31, 1981 

(C) SX 4 Newborn Brothers Co., Inc. Operating Statement 
and Balance Sheet f o r  year ending December 31, 1980. 

(C) SX 5 Message Produced by Complainant, Re: Majestic 
Tool, stamped June 28, 1982 

(C) SX 6 Memo Produced by Complainant, Re: UMAC, dated 
March 30, 1982 

(C) SX 7 R e m  Produced by Complainant, Re: Contech, fnc.,  
dated January 1979 

(C) SX 8 Memo Produced by Complainant, Re: Our Own 
;&qrdware Ca...,' dated *ApF.il 29,. '1982 

(C) SX 9 Memo Produced by Complainant, Re: Tri-W 
Dist r ibutors ,  dated January 18, 1983 

4' i .  . .. . . .. . .  

(C) SX 10 Message Produced by Complainant, Re. Nuway, 
dated November 12, 1982 

(C) SX 11 Memo Produced by Complainant, stamped FIprll 5 ,  
1982 

(C) SX 12 Memo Produced by Complainant, dated January 27, 
982 

. .  



2 

SX 13 Advertisement o f  Great American Marketing, Inc. 
picturing "Commander" Caulking Gun 

SX 14 UMAC Caulking Gun Price Sheet 

, SX 15 Letter, Peter  J. Chang to R . J .  I r i e ,  Hardware 
Wholesalers, Inc.  dated January 29, 1982 

SX 16 
Trade & Development Corp. to Macklanburg-Duncan Co., dated 
A p r i l  13, 1981 

Letter Produced by Macklanburg-Duncan Co,, Foreign 

SX 17 Documents. Produced by Nacklanburg-Duncan Co. showing 
markings on caulking gun, dated Februrary 2 ,  1982 

SX 18 
Willis, dated May 4 ,  1982 

Memo Produced by Macklanburg-Duncan Co., Wells to  

SX 19 Petition of Coll ier Industries, Inc.  f o r  a Change in 
the Generalized System o f  .Preferences (GSP) with Respect to 

April 21, 1981 
Caulking Guns Imported f r o m  South Korea and Taiwan, dated 

SX 20 Submission o f  Coll ier Industries, Inc,  to  the GSP 
Subcommittee, dated N a y  19, 1981 

SX 21  Submission o f  Coll ier Industries, Inc.  to the GSP - 
Subcommittee, dated August 24,  1981 

SX 22 Submission o f  Newborn Brothers to  GSP Subcommittee, 
dated July 3 ,  1981 

SX 23 Submission o f  Revon Products, Inc. t o  GSP 
Subcommittee, dated August 14,  1981 

SX 24 Transcript of the Testimony o f  Gary Fought, Coll ier 
Industries, Inc.  and Complainant Peter J. Chang before the CSP 
Subcommittee, September 15, 1981 

SX 25 Submission o f  Newborn Brothers to  GSP Subcommittee, 

SX"26 Submission of Col l ier  Industries Inc.  to the GSP 
Subcommittee, dated November 3,  1981 
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W i tM rawn SX 27 

SX 28 
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Secretary's Record of Certified or  Registered Rail, 
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June 26, 1983 (English translation is S X  29C) 



.- 3 - 
SX 29A-C Caulking gun instruction sheets dated June 1974 
(enclosed with SX 29) 

I .  

.. 

Excluded 

W i thd rawn 

Excluded 

Excluded 

Ex c lud ed 

Excluded 

Excluded 

SX 290-F Caulking gun instruction sheets dated April 1980 
(enclosed with SX 29) 

SX 29-G English Translation o f  Lechler Cover Letter (SX 29) 
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SX 34 
Model No, 15,671 (English translation), dated November 11, 1980. * . 

SX 35 U.S. Letters Patent No. 3,894,663 for Multipe Dose 
Paste Dispenser 
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SX 360 
translation) 
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translation attached 
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, .  
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SX 406 English Translation o f  SX 40 

SX 408 Abstract of West Gemn  Patent 1,968,819, dated 
September 21, 1967, with attached affidavit of Steven Schwartz 
r e  source of abstract. 

- 
*/ By stipulation, deposition testimony regarding drawing on SX 30 w i l l  be 

deimed to  be testimony regarding drawing on SX 298. 
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Industr ia l  Co., Ltd. I n  Response to Commission Invest igat ive 
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*/ By stipulation, testimony regarding Chaw Ex. 13, Fought Ex, 6 ,  fakar 
(Ch)  Ex. 3, and McClellan Ex. 5 i s  deemed to be testimony regarding SX 298. 
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JUDE A PART HEREOF, AND THE VARIOUS 'REQUIREMENTS OF LAW IN SUCH CASES 

FROM THE RECORDS OF THE PATENT AND TIUDEMARK OFFICE IN m~ 
,.CLAIMANT( s)-INDICATED IN THE SAID COPY, AND WHEREAS, UPON DUE FXAMI- 

NATION'MADE, THE SAID CLAIMANT(S) IS (ARE) ADJUDGED TO BE ENTITLED TO 
A PATENT UNDER THE LAW. 

NEW AND USENL INVENTION THE TITLE AND DESCRlPTION OF WHICH ARE CON- 

MADE AND PROVIDED HAVE BEEN COMPLIED W I M ,  AND THE TTTLE THERETD IS, 

' .  

NOW, THEREFORE, THESE Letfers patent ARE TO GRANT U 
8 CLAIMANT( s) AND THE SUCCESSORS, HEIRS OR ASSIGNS OF THE SAID 

f FOR THE TERM OF SEVENTEEN YEARS FROM THE DATE OF THIS 

OTHERS FROM MAKING, USING OR SELLING THE SAID INVENTION 
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An improved caulking gun providing greater trigga- 
k v m g e  and more nearly parallel trigger swing 
through loution of the trigger pivot above the plunger 
rhft 1 provirion dso providing maxhurn ww-point- 
access .ad oiling reminder, and simplifymg fabrication 
md usanbly together with I frec-inserr drive-grip 

with the couatm-rpring on the plunger shrft; subusarr- 
bly requira only thrsc welds for put YCUMCC rad 
Anrl m b l y  ycu~te rcquirc~ only one rivet md one 

S c w e l a & 3 I ) n * ~  

IW ABsIIuff 

B p b  A Ulf-piVO- daW &p EUbCd bgetber 

UpCa-IrChment. 
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4,081,112 I 
a 

CAULKINGGUN 
Tlh invention relates generally to tools rad specitis 

cally to manuaIly powered aulking guns. 
Principal objccu of the invention are to provide an 

improved caulking gun which is at the same time more 
effective in we, more durable and conducive to good 
mintcnarrce, and more economical to fabricate d 
assemble than previous articles of the kind. 

rcn'bed, u for example in tbe following U S  Rt Nos: 
1,986,166 to F. K. Schnada, Jra 1, 1935 
2530,359 to W. P. Peterson, Nov. 14, 1950 
2,561,825 to W. A. Sherbondy, Jdy 24, 1951 
Schncider disclosa a caulking gun with outbovd 

rtanvardly mounted plunger relerv md fomsrd trig- 
ger pivoted below the plunger shaft drive -. 

Petemon discloses a caulking gun with forward trig- 
ger pivoted k l o w  tbc plunger rhff drive orip md 
forward release. 

In the prior ut vuious caulking guns have becn de 

sherbondy d i S C h U  I U U b g  grm With tomvd 
trigger pivoted k l o w  tbe pluaga haft drive pip 8nd 
plunger shah relase having a ~ b d r n t i g y  horizontal 
control lever above the plunger shaft. 

However neither t h e  nor any other aulking guts 
arc kIieved to provide the d v ~ t . g a  of the praent 
invmtion .ccording to the above ob- 
In brief rumm;uy of the invention given for cursive 

'd-ription only md not as limitation, the invention 
includes in a caulking gun the featuru of tr&r pivot 

shaft, and a minimum of puu and fabrication including 
find rrsembly securance involving only one rivet rad 
one upsct-attrrchrnenL 

The h v e  and other objects d rdvantaga will 
k c o m e  more readily apparent on exmination of tbe 
following description, including the drawings, in which 
like refercace numerak refer to like parts: 

FIG. 1 b an isometric vim, rad 
FIGS. 2 and 3 are side e l e v a t i d  views m & 

rhowing ruccasive opmting poaitims 
FIG. 1 &OW extcrarl fatura O f  the inValti05 10, 

which include a pistol-typc hndle 16 h.Ving a 
.Ily rectrnw -=tion   pen at tbe top and bot. 

h i d  -tuft including 8 butt C w  18 b e g  8 for- 

a d  trigger-tdrive & engagement r b o ~  a plunger 

tom, with connection at the forward end to convea- 

wrrdly utmding hemicyhdcz 20 t rnnbthg m a 
yoke 22 A plunger shank or plunger rhaA 24 of circpkr 

portion of the handle and has at the rear end a substan- 
tirrlly right-angle k n d  26 and at the forward end a 

coaventiod cylindrical container (wt shown) held 
ktwa the butt cup and the yoke. 
A trigger 30 forward of the b d k  hu p k o d  con- 

&on inside the handle above the plunger s W  at a 

Clearly visible inside the handle at the top opening is 
the upper end of the trigger above the pivot, a fim Fip 
or plunger drive grip 34 in operational contact wit'. the 
trigger at the rear and with a first spring 36. which is a 
compression spring resiliently wedged betwan the 
forward wall of the housing and the plunger drive-grip 
a b v e  the plunger shaft, the free length of.the spring 
being greater than the spacing between thae generally 
pKallel dements. 

the plunger W loosely p a mrnurloperrtim 

crossacction 7 horirontrlly through tbe uppa 

thnrst disk 28 for urging caulking c o r n p o d  from a 

rivet 32 pasing trrnsvmrly through tbe handle 

An 'pcrmrc 38 in the tear wall oftbe h a d e  w o w  

L 

located inside the handle with dl otba wchrnirm 
except the protruding a& of the trigger, r c l e  per- 
tion and plunger. 

.FIG. 2 shows the relation of the interior parts of the 
mechanism before the trigger is depressed in a f&hg 
cycle to expel caulking compound from a typical sulk- 
ing container C (phantom lines), 
A reoond compression spring 42 coaxidly on the 

10 plunger shft urga the rtuwardly concave m d  p i p  
44 which surrounds the plunger shaft into contact. with 
tbe rear wall of the handle lrrd auger the trigger 30 
forward to rest against the butt cup. The trigger hu M 
rperturc 46 passing the plunger shaft through i t  
The fint grip 34 surroun& the plunger shaft rod hu 

an upwardly urnding portion which is the portion 
actuated at the top of the handle by the trigger. Tbe 
grips cnmp the plunger shaft in coavcntionrl manner, 
but oppositely, when anted relative to it, and rspec- 

P tiveiy relase it when perpendicukr to it, the fint under 
urging of the fint spring md the -d when manually 
actuated by the relase portion. 

ing the plunger shaft under thrust of the trigger a w  
25 the a m  provided by the upward extension of the pip, 

comprasing first spring 36 which hs a compressed 
length proportioned to stop the stroke wbca fully corn- .) 

pressed and which extmds to release the cramping lad 
return the grip and trigger to the position of the prevC 

42 .Is0 urga the trigger to the initial stroke position. 
S e v d  dvanugcous features will k appuent. 

are only six moving parts, two identical springs, 
two fips lMdc from perfofate flat p k k ,  8 Ggga and 

35 a plunger. T h e  great effective length of  the trigger 
achieved by perforating it to pass the plunger and pivot- 
ing it high in the handle gives great mechanical dvur-  
uge and a longer-diu,  making the squeezing &on 
required to advance the plunger more nearly parallel 

40 rcticm The high-load portion of the mechanism which 
should k kept lubricated for easy operation md longest 
war k at the operative contact of the trigger with the 
first grip, and this is highly visible and readily -%le 
for inspection and oiling. 
Ibe plunger pressure release mechanism is freely 

pivoted about the plunger shaft and requirea ao adjust. 
umt or other attachment, king retained ktcrrlly be- 
tween the side walls and bearing on thereu wall of the 
housing. The springs prevent the mcch.nirm from rat. 

It is evident also that sub-assembly r c q u k  only 
three welds: yoke and butt cap to hemicylinder, md 
handle to butt cup, and one bend in the plunger slunk. 
F d  lusembly is ais0 impressively simple, rquirbq 

$5 only inserting the plunger shank through the hole in the 
handle, the second grip, the second spring, the trigger, 
the first grip, the butt cup and tbe thnut did; then 
uptt ing the end of the plunger shank to retain the 
thrust disk, and W l y  insening the first spring, which 

This invention is not to be m m u e d  IS limited to the 
panrculxr forms disclosed herein, since these u e  to k 
regarded as illustrative rather than restrictive. It k 
therefore, to be understood that the invention may k 

65 practiced within the rope of the c b  otherwise thrn 
as specifically described. 

What is chimed and daind to kvcured by Unitd 
sutes lenen patmt is: 

dav 40 portion of i plmger presrure rrtriaa #iP 

5 

IS 

ma. 3 rbowstbe first gripcnmped on urd d- 

x, ow Figure It will k appreciated t h t  the leoand spring 

45 

50 tling and the handle guards it from damage. 

60 as noted is simply held by friction. 
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