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SEAL-FLEX, INC., a Minnesota
corporation, Plaintiff,

v.

DOUGHERTY ANDW.R. ASSOCI­
INC.,ATES, Sports Surfaces, ad/b/a

Michigan corporation, Defendant.

No. CIV. 00-40162.

Court,United States District
E.D. Michigan,

Southern Division.

28,March 2003.
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During trial,the ofcourse the the Court
received testimony, documentary evidence,

physicaland exhibits. The Court now is-
Findingssues its of Fact and Conclusions

pursuantof Law to Rule 52 of the Federal
Rules of Civil Procedure. FindingsThese
of Fact and Conclusions of Law represent
the Court’s consideration of all of the evi-

light law,dence in of pertinentthe the
witnesses,Court’s observation of the and

demeanor,its evaluation of their qualifica-
credibility.tions and

Every Finding of mayFact that be con-
strued incorporateto a Conclusion of Law

hereby adoptedis as a Conclusion of Law.
Every Conclusion of mayLaw that be
construed to incorporate Findinga of Fact

herebyis adopted Findingas a of Fact.
The sub-headings used herein are for con-

Ifonly.venience a Finding of Fact or
pertinentConclusion of Law is anyto de-

termination thanother that byindicated
the heading under which it appears, it isBasile,Young, YoungThomas N. &

adopteddeemed as a Finding of Fact orMacFarlane,Troy, Marshall Young &G.
applicableConclusion of Law to such otherBasile, Arbor, Seal-Flex,Ann for Incorpo-

determination mayor determinations as berated, a corporation, plaintiff.Minnesota
appropriate.Eugene Hoiby, Eugene HoibyS. S. As-

soc., Livonia, Doughertyfor W.R. and As-
I.FINDINGS OF FACTsociates, Incorporated, Michigana corpo-

Surfaces,Sportsration dba defendant. A. BACKGROUND

1. complaintPlaintiff filed the in thisFINDINGS OF ANDFACT
patent 26,infringement Aprilaction onCONCLUSIONS OF

jurisdiction2000. The Court has in thisLAW
pursuant §§case to 28 U.S.C. 1331 and

GADOLA, Judge.District 1338(a).
The Court conducted a bench trial in (“Plaintiff’Seal-Flex,2. Plaintiff Inc.

solelythis matter on the damages.issue of “Seal-Flex”)or corporationis a Minnesota
7,parties presentedThe evidence Mayon 4,529,-assigneeand the of U.S. Patent No.8, 2002,May2002 and and the Court heard “(the patent”),622 ’622 which issued on26,closing arguments on June 2002. Pur-

(Rev.16,July 1985. Joint Pretrial Orderbysuant to an order issued the Court on
PLEx.1.)¶4&);29, 2003,January Plaintiff filed a motion to

3. patentThe ’622 describes a method12,reopen proofsthe on February 2003.
for an allconstructing weather surfaceThe Court denies inPlaintiff’s motion an

(therunningused onconcurrentlyorder issued with tracks “Seal-Flexthese Find-
(Rev.method”).ings of Fact and ofConclusions Law. Joint Pretrial Order
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(Aprilat 14slip. op.Seepatent.the ’6221.) expired¶ patent’6224(b); ThePl.Ex.
1.) 2001).(Pl.Ex. 23,2, 2001.on October

oflicenses use 1,Michigan, PlaintiffIn4. has held that claims12. This Court
Inc.,Surfaces, ato Currentpatentthe ’622 are4, 5, patent’622 valid.and 6 of the

of athletic surfaces.installercontract Seal-Flex, Dougherty andInc. v. W.R.See
¶ 4(c).)(Rev. Pretrial OrderJoint 735,Assoc., Inc., 742F.Supp.2d179

(E.D.Mich.2002).andDougherty As-W.R.5. Defendant
(“Defendant”) Michiganaissociates, Inc.

B. DAMAGES“Sports Sur-doing asbusinesscorporation
(Rev.name.in its ownaswellfaces” as

ROYALTY1. REASONABLE¶ 4(d).)Pretrial OrderJoint
damagestoentitled13. Plaintiff istracksrunninginstalls6. Defendant

26, 1994, yearswhich is sixAprilfrom(Rev. Jointsurfaces.athleticand other
complaint,the untilto the ofprior filing¶ 4(e).)Pretrial Order

35date.expiration’622 patent’sthe
Dougherty is PresidentR.Richard7. § 286.U.S.C.and Associ-DoughertyDefendant W.R.of

damages,of Plaintiffthe14. On issue68.)1(Vol. DoughertyRichardates, IInc.
aregarding reasonableevidencepresentedsinceof DefendantPresidenthas been
prove actualattempt toroyalty and did not69-70.)(Vol. I1987.

profits.ofdamages in the form lostsmall, closely heldaisDefendant8.
is 1983,stock into aand Defendant’s Plaintiff entered15. Incorporation,

fa-Dougherty’sRichardsolely by “Theagreement with Tracklicensingowned
(Vol. 72;I Vol.ther, Dougherty. “Licensee,”William and six “Mem-Inc.” asGroup,

65.) Dougherty 4.)at one time (Pl.Ex.II Richard Thebers” as “Sub-Licensees.”
in Defendant.minority stakeaowned in rele-licensing agreement provided,1983

70.)(Vol. I pay royal-“Each Member shallpart:vant
(5<p)perof Five Centsties to Seal-Flex1989, Dough-Richard1979 toFrom9.

(3c)of Three Centsand topound Licenseeby Dougherty Contrac-employederty was
pound groundof rub-pound for eachContractors”). pertors, Inc. (“Dougherty

applica-member in thebyused suchber70-72.)(Vol. Dougherty ContractorsI
process. The com-of the Seal-Flextionsmall, closely corporationheldawas

(8<t) perEight Centsfather, royalty ofWil- binedDougherty’sby Richardowned
(Vol. 70-72; Licensee aby asI. Vol. II shall be collectedpoundDougherty.liam

(PI.time, parties.”to all65-66.) DoughertyRichard of convenienceAt one matter
¶ 4.)interest inminority ownershipa Ex. 4 atheld

(Vol.172.)Dougherty Contractors. 30, 1983, DoughertyMay Con-16. On
Dougherty Contractors and10. Both the above-referencedentered intotractors

in thealways engagedhaveDefendant a ofagreement as sub-licenseelicensing
installing athletic surfaces.business of (Pl.Ex. 4.) DoughertyRichardSeal-Flex.

(Vol. 74.)I agreement onlicensing behalfsigned the
(Vol. 76.;I.Dougherty Contractors.ofthat Defendantheld11. This Court has

4.)66; Pl.Ex.1, 4, 5, IIand 6 Vol.ofliterally infringed claims

8,Maytestimony 2002.fromcontains thedamages IItranscripts the trial areThe1. from
pagetoparentheses refer num-inNumbersVolume I containstwodivided into volumes.

7, 2002, transcript volumes.bers in theMay and Volumetestimonythe from
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Dougherty engaged17. in theWilliam
leading thenegotiations licensing agree-to

Doughertyment between Seal-Flex and
(Vol. 66.)76;I. IIContractors. Vol.

A royalty18. reasonable as evidenced
by licensing practicePlaintiffs established
among its membership eight peris cents

(Pl.Ex. 4; 30-31;pound Iof rubber. Vol.
40, 49-50.);II.Vol. see ofConclusions

Law, infra, Part II.B.l.
(Vol. 4-14, 30-32;II 151(rev.));Pl.Ex. see19. expert testimonyPlaintiff offered
also slip op., filed concurrently with Find-on the calculation of a royalty.reasonable
ings of Fact and Conclusions of Law.(Vol. 42-50.)II Defendant offered no such

258,67524.Multiplying total surfacetestimony.
square yards by eight pounds of rubber

average, eight pounds20. On of rubber per 2,069,400square yard yields total
applied yardare to a square runningof pounds of appliedrubber to infringing run-

(Pl.Ex. 151(rev.).)track.
ning tracks during yearsthe six prior to

(Pl.Ex.4,500 filing21. theaverage complaint.The track size is to of the
II.)5,500 (PLEx. 151(rev.).) 151(rev.),square yards. Sched.

2,069,40025. Multiplying pounds22. totalDuring yearsthe six toprior the
byof rubber royaltya rate offiling eight centscomplaint,of the Defendant installed

per square yard258,675 produces a total royaltytotal ofsquare yardssurface of in-
$165,552,(Pl.Ex. exclusive of prejudgment inter-fringing rubber latex tracks.

(Pl.Ex. II.)151(rev.),II) est.151(rev.), Sched.(excludingSched. Exhibits
111.)280,101,103 and

2. CONVOYED SALES23. The following Exhibits admitted at
trial are relevant to the determination of 26. As set forth in the Court’s Conclu-
the Law,value of Defendant’s of infringingsales sions of Plaintiff is not toentitled
running tracks: damages upon convoyedbased asales as

46, 101, 102, 103, that,2. Exhibits and Doughertyall con- ard also testified of the four
Valley package”cerned the "Monument at Valley package,schools in the Monument

(Vol. 31.)San Juan School District. II The only two involved use of the Seal-Flex meth-
concluded, however, (Vol.Court has that 31-32.)Exhibits remainingod. II The two

101 are damagesand 103 not relevant to the repairs onlyschools involved and did not in-
rep-calculation because these do notExhibits (Vol.volve the use of the Seal-Flex method.

projects involvingresent the installation of 31-32.) appearsII It clear that Exhibit 101
infringing running tracks. Exhibit 103 was representand Exhibit 103 the two non-in-

trial,not admitted at and the Court addresses fringing repair projects. This conclusion is
denyingExhibit 103 in its order Plaintiff's supported only by Dougherty’snot Richard

reopen proofs,motion to the issued concur- testimony, bybut also the fact that Exhibits
rently Findingswith these of Fact and Con- significantly higher46 and 102 involve dollar

admitted,clusions of Law. Exhibit 101 was amounts than Exhibits 101 and 103. Accord-
and thus the Court addresses it here. ingly, the Court thatconcludes Exhibit 101 is

Dougherty damagesRichard not relevant to theadmitted that Exhibits issue of because
represented project represented46 and 102 byinstallations theof in- that Exhibit did not

(Vol. 5.) However,fringing tracks. II Rich- involve use theof Seal-Flex method.
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li-Law, Doughertyof Contractors’revocationofConclusionsof law. Seematter
1167.)(Vol.cense to do so.Part II.B.2.infra

Dougherty Contractors nor35. Neither
INFRINGEMENTC. WILLFUL af-royalties to Seal-FlexpaidDefendant

betweenlicensing agreementThe27. Doughertyof Contrac-ter the revocation
Dougherty ContractorsandSeal-Flex 1167.)(Vol.tors’license.

negoti-andDoughertyby Richardsigned
was aware thatDougherty36. WilliamthatstatedDougherty,by Williamated

granted patenta on itshad beenSeal-Flexpat-for aapplicationmadehas“Seal-Flex
filing of thismethodology prior to the ac-(Pl.Ex. 4Process.”the Seal-Flexent on

68-69.)(Vol. IItion.¶ 8.)at
patentPlaintiff’s counsel contacted37.was aware ofDougherty28. Richard

25, 1994,on Marchby letterDefendantthe fact thatand athe methodSeal-Flex
12, 1998, warning DefendantMarchandthis method aspendingwas onpatent

infringementchallengePlaintiff wouldthat1988, he entered theearly May,as when
38.)(Pl.Ex. 84.; IIVol.patent.of the ’622Dougher-behalf oflicensing agreement on

(Pl.Ex. 4.)ty Contractors. 1994,earlyAt as as William38. least
Doughertyand wereDougherty RichardthatDougherty was aware29. William
accusingwas Defen-aware that Seal-Flexpatentfor a onappliedhad itsSeal-Flex

(Vol.patent.’622 IIinfringingdant of the1983,May, whenmethodology as of
84.)38; 69-70, 72; Pl.Ex.entered into theDougherty Contractors

(Vol.licensing agreement with Seal-Flex. infringementDespite of39. accusations
11.66-67.) counsel, Defendant contin-from Plaintiffs

usingtracks the Seal-Flexthe ued to installentering licensinginto30. After
39.)(Vol.IIbegan method.Dougherty Contractorsagreement,

meth-installing usingtracks the Seal-Flex Dougherty ap-has never40. William
66.)(Vol. 77;I IIod. Vol. knowledgepatenta has no ofplied for and

licensing agree- 70-71.) Moreover,the (Vol.31. Pursuant to law. IIpatent
royal-ament, paidDougherty Contractors Dougherty has never been listedWilliam

per pound of rubberty eightof cents to patenton aan inventor or co-inventoras
67.)(Vol. 77-79;I Vol. IISeal-Flex. a on anegotiatednever for licenseand has

(Vol. 71.) DoughertyII Richardpatent.andDougherty32. Defen-Contractors
patentsno with orexperiencealso hasrunningand rubberdant installed latex

16.)(Vol. IIknowledge patentof law.using thefrom 1983until 2000 Seal-tracks
67.)(Vol. 81.; IIFlex I Vol.method. Doughertythat41. From the time

with Seal-Flex wasContractors’ license33. At between 1984 andpointsome
suit,time of thisthrough theterminated1989, license toDougherty in-Contractors’

aDougherty made no contact withRichardstall was revoked afterSeal-Flex tracks
po-attorney Defendant’spatent regardingthe other determined thatlicensees

of the ’622liability infringementtential forDougherty had violated theContractors
II15-16.)(Vol.patent.agreement.of thenon-compete provisions

(Vol. 33.)I soughtDougherty never42. William
regardingcounsel De-patentthe advice of34. and Defen-Dougherty Contractors

liability infringe-forpotentialthe fendant’sdant continued to utilize Seal-Flex
71-72.)(Vol. IIpatent.ment of the ’622running tracks aftermethod to install the
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Dougherty fringement,43. William concluded that the Court observed that De-
infringed pat-Defendant had not the ’622 fendant had presented essentially no de-

ent, drawing this conclusion without the to allegations.fense Plaintiffs See slip op.
72-73.)(Vol.patentadvice of counsel. II 2001) (“[Rjather23,at 14 (April than at-

Dougherty’s conclusion of non-in-William tempting to show that genuinethere is a
fringement uponwas based thathis belief issue of fact as to the infringement ques-
he had utilized a method identical to that tion, arguesDefendant that the ’622 Pat-
set forth in the ’622 patent before Seal- ent is invalid under the ‘on sale bar’ of 35

(Vol.had for IIapplied patent.Flex the 102(b).”).§U.S.C.
68-70.)

50. In denying Defendant’s motion forDougherty44. Richard concluded that
summary judgment on the validity,issue ofinfringedDefendant had not the pat-’622
the Court noted that Defendant pre­haduponent based his belief that patentthe
sented “no documentary physicalor recordhad been ruled ininvalid another lawsuit.
to anycorroborate of the alleged prior(Vol. 38-39.)18, 22-23,II Dough-Richard

of patent byuses” the ’622 William Dough-erty.erty also concluded that Defendant had not
l-Flex, F.Supp.2d179 at 741.Sea­infringed patent uponthe ’622 based his

Rather, in support of its claim invalidity,ofbelief that his father had used an identical
Defendant submitted four affidavits andprocess prior to Seal-Flex’s application for

(Vol. the40.) deposition testimonyII19, 23, ofpatent.the William
Dougherty. See id. at 739. The Court12, 1998,45. In a letter dated March
found Defendant’s evidence insufficient asfor Plaintiffcounsel informed Richard
a matter of law to invalidity byestablishDougherty prior litigation ques-that the in
clear and convincing evidence and grantedinvolving patenttion the ’622 had not been
Plaintiffs cross-motion for summary judg­(Vol. 84.)39;lost but settled. II Pl.Ex.
ment on this issue. See id. at 741-42.DoughertyRichard understood from this

correspondence that Plaintiffs counsel was 51. Defendant conducted no discovery
directing Defendant not to bid on tracks (PI.during this action. Proposed Findings

(Vol.requiring the Seal-Flex method. II ¶ 69.)of Fact
40.)

52. Defendant did not file a witness listDespite46. this contact from Plaintiffs
case,in this and the Court concluded thatcounsel, Richard Dougherty continued to

Defendant had violated the Local Rules ofusinginstall tracks the Seal-Flex method.
the Eastern Michigan by listingDistrict of(Vol. 39.)II

improperlythree witnesses in the Revised
D. op.ATTORNEYS’FEES Joint Pretrial Order. See slip (April

2002).25,incorporates by47. The Court refer-
ence Findingsits of Fact on the ofissue 53. Defendant did not file an exhibit

infringement.willful FindingsSee of infist this case and listed no exhibits in the
Fact, swpra, Part I.C. (Rev.Joint Pretrial Order. Joint Pretrial

¶granted48. The 9.)Court Plaintiffs mo- Order The Court found Defendant in
summarytions for judgment on the issues violation of the Local Rules of the Eastern

23,infringement,of slip op. (Aprilsee at 14 District Michigan by attemptingof to in-
2001), Seal-Flex,validity,and see 179 havingtroduce exhibits at trial without

735, (E.D.Mich.2002).F.Supp.2d 742 infisted those exhibits the Revised Joint
having49. In Pretrial Order and without angranting Plaintiffs motion for filed

(Vol. 8.)summary judgment on the issue of in- exhibit Ifist.
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v. WesternFromsondamages.ofamountOF LAWII. CONCLUSIONS
Co., F.2d853SupplyPlate andLithoA. BACKGROUND

(Fed.Cir.1988).1568, 1574
infringedliterallyhasDefendant54.

ofstatutory measure“[T]he62.patent.5, 6 of the ’6221, 4, andclaims
2001).23, [thebetweenis ‘the difference(April ‘damages’14op. atslipSee

afterconditionpecuniarypatent owner’s]5, ’6221, 4, and 6 of theClaims55.
his conditionandinfringement, whattheSeal-Flex, 179Seearepatent valid.

hadinfringementif thewould have beenatF.Supp.2d 742.
’ ExplorationRiles v. Shellnot occurred.”

(Fed.DAMAGES Co., 1302,B. 1311298 F.3dProd.and
Cir.2002) Mfg.Aro Co.v. Convert­(quotingROYALTY1. REASONABLE

Co., 476,U.S.377Top Replacementibleanyhad forrecovery shall be“[N]o56. (1964))1526,507, 45712 L.Ed.2d84 S.Ct.sixmore thancommittedinfringement
(alternation original).incomplaint orof thefilingtheprior toyears

ac-in theinfringementforcounterclaim bytwo methods63. “There are
§ 286.tion.” 35 U.S.C. calculated undermay bedamageswhich

permits theIf the recordthis statute.law, in­the fact ofpatent57. “In
namely,damages,of actualdeterminationdamagefactthe offringement establishes
the in­lost frompatenteetheprofitstheto exclude hasrightpatentee’sthebecause

accuratelyfringement, that determinationLindemannviolated.”been Maschinenfa­
If actualloss.Co., patentee’sthemeasures&Am. Hoist Derrickv.brik GmbH

ascertained, then a(Fed.Cir.1990). cannot be1403, 1406 damagesF.2d895
be determined.”royalty mustreasonablepro-§ 284Accordingly, 35 U.S.C.58.

Inc.,Area,Alpine Valleyv. SkiHansonfinding forvides, “[u]ponpart:in relevant
(Fed.Cir.1983)1075, (citingF.2d 1078718theshall awardthe courtthe claimant

FibreBros.Corp. v. StahlinPanduitcompensatetodamages adequateclaimant
(6th Cir.1978)).Works, 1152, 1157575 F.2din no event lessbutfor the infringement,

madefor the useroyaltythan a reasonable royalty is notA64. reasonable
infringer.”by theof the invention damages,calculatingofmerely a means

Moreover, damageswhere59. damagewhich a“the floor belowbut is
royalty do notupon reasonablebased a Fromson, F.2dfall.” 853may notaward

the tri­adequately,patenteeacompensate at 1574.
themay increasein discretional court its

royalty mayreasonable65. “Thedam­award, treblemayand awardalso
ifroyalty,anuponbe establishedbasedin­fees, prejudgmentandages, attorneys’

one, hypotheticalaor if not uponthere isv.Corp.InstrumentsKingterest. See
negoti­lengthfrom arm’sroyalty resulting(Fed.Cir.­941, n. 6951Perego, 65 F.3d
and awillinga licensorations between284,1995); §§ 285.see 35 U.S.C.also

Hanson, F.2d at718licensee.”willingtes-expertreceivemay60. “The court
Bard, Inc.,1078; v. C.R.accord Mahurkarofthe determinationtimony as an aid to

(Fed.Cir.1996).1572, 157979 F.3dbe rea-royalty woulddamages or of what
35the circumstances.”sonable under ifroyalty,An established66.

§ 284.U.S.C. exist, usually the best mea­isproven to
in­forcompensationsure of reasonablebearspatentof the61. The owner

Hanson, F.2d at 1078fringement. 718establishing theproof inthe burden of
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Tektronix, States,(quoting Inc. v. United Doughertylicensed to Contractors in May,
257, 343, (1977));213 552 F.2d 347Ct.Cl. 1983, in any respectwas different from the

Indus., Inc. v. Mfg.accord Nickson Rol method protected in the ’622patent.
Co., 795, (Fed.Cir.1988).847 F.2d 798

Therefore,70. upon review of all of the
In67. order for a court to find that a trial,evidence submitted at including the

“established,”royalty royalty:is the licensing agreement,1983 the testimony of
(1) paidmust be or secured before[] expert,Plaintiffs Plaintiffs expert’s re-

(2)[infringement began;the ] must be port, the testimony Darryl Current,of
paid by personsa sufficient number of licensee,MichiganPlaintiffs and the testi-
to indicate the reasonableness of the mony of Richard Dougherty and William(3)[rate; amount;must be uniform in] Dougherty, the Court finds that Plaintiff(4)[] paidmust not have been under

has proven the existence of an establishedthreat of suit in litiga-or settlement of
royalty rate of eight percents pound of(5)[tion; and must be for comparable]
rubber.rights activity patent.or under the

71. Plaintiff requests no more than theCorp.Mobil Oil v. Amoco Chemicals
royaltyestablished of eight cents per1333,1342Corp., (D.Del.1994);915 F.Supp.

rubber, thus,pound ofWestcott, and the152, Court finds165,accord Rude v. 130 U.S.
463, this to a(1889); Hanson,9 be reasonable royalty, requiredS.Ct. 32 L.Ed. 888 as

by718 F.2d at 1078. the §statute. See 35 U.S.C. 284.

Here, agreement68. the 1983 in 72. In light of the existence of an es-
which Plaintiff licensed the Seal-Flex royalty,tablished the Court need not en-
method to Track Group,the “The Inc.” as gage in processthe of determining a hypo-
licensee, sub-licensees,and six including Oil,thetical royalty. See Mobil 915

(Pl.Ex.Contractors,Dougherty 4), sup­ atF.Supp. 1341.
ports the existence of an royal­established

Applying73. the established reason-ty eight per poundrate of cents of rubber
royaltyable eightrate of per poundcentsunder the five factors set forth above.

of rubber to in yieldsthe facts this case a69.First, the licensing agreement was
royalty on infringingDefendant’s runningpriorsecured infringementto the in this

165,552,tracks of prejudg-exclusive of$Second,case. the number of sub-licensees
Fact,ment interest. See Findings of in-asupports finding that the royalty rate is

fra, Part I.B.l.particularreasonable. Of relevance is the
President,fact that Defendant’s Richard

2. CONVOYED SALESDougherty, signed licensingthe 1983
agreement Doughertyon behalf of Con- 74. Plaintiff seeks additional

Third,tractors. the eightrate of cents indamages the form of a royalty on the
per pound amongwas uniform all sub- value of allegedDefendant’s “collateral” or

Fourth,licensees. there is no evidence (PI.“convoyed” Proposedsales. Findings
that the 1983 agreementlicense was en- ¶ 25, 27.)of Fact
tered uponinto threat of uponsuit or

75. Collateral represent ancillarysaleslitigation.settlement of Fifth, the licens-
items that Defendant inallegedly sold con-ing agreement granted the sub-licensees
nection with infringing runningits sales ofrightthe to use the method that was ulti-
tracks,mately suchpatented asphaltin as basespatentthe ’622 and and tennis

(PI.infringed by ProposedDefendant. courts. FindingsDefendant has of Fact
¶ 26.)presented no evidence that the method



656

(“Both(S.D.N.Y.1970) li-hypotheticalreasons, thethefollowingthe76. For
of collateral salesexpectantthat Plain- lossa matter of law censor’sfinds asCourt

upon expectationdamagesto based licensee’shypotheticaland thetiff is not entitled
sales are rele-profitssales. on its collateralalleged collateral of

considered in deter-vant elements to behave been con-products77. “Collateral
(citationsroyalty.”)mining a reasonablepartor asprofitsof lostpartasidered as

Festo,omitted); see also 1993 WLrate, depending onroyalty‘negotiated’of a
(“To1510657, hypo-the extent thatat *23compensationappropriateconstituteswhat

might anticipate con-negotiatorstheticalHaworth, Inc. v.infringement.”for the
magneticallysale ofvoyed sales from the286,Miller, Inc., F.R.D. 288162Herman

cylinders, that factor hascases). coupled rodless(W.D.Mich.1995)(citing
per-in the fifteentaken into accountbeenHere, dam­provenPlaintiff has not78.

royalty figure.”).centRather,profits.upon lostages based
Thus,an established if to awarddemonstrated the Court werePlaintiff has 81.

comput­has uponwhich the Courtroyalty upon damagesPlaintiff additional based
in­resulting from Defendant’sdamages sales, beyonded and the es-collateral above

Had Plain­patent.the ’622fringement of Plaintiff would in effectroyalty,tablished
mayit have beenproven profits,tiff lost recovery.receive a double

profits on collateralto recover lostentitled damagesprinciple patentof“[T]he82.
Corp. v. Kinzo­Festo Shoketsusales. See pecuniaryto thepatenteeis to return the

Co., No. 88-1814-­Kogyo Kabushikiku in for theposition it would have been but
(D.Mass.1510657,MA, at *231993 WL infringement.” Corp. Sep­Pall v. Micron

1993). However,27, salescollateralApril (Fed.Cir.­arations, Inc., 1211,66 F.3d 1223
on whichseparatea sum“do not create 1995) 507,377 U.S. at 84(citing Mfg.,AroId.; 1see alsoroyalty is calculated.”the 1526). principle,Mindful of this theS.Ct.Márch-­Skenyon, Christopher S.John M.

that, infringementhad theCourt notesese, Damages Law &Land PatentJohn
occurred, likely wouldnever Defendant(2002) that,(noting§ whilePractice 3:7

royal­thepaidhave to Plaintiff establishedinmay be considered thecollateral sales
rubber,eight per poundof cents ofty raterate, inthey are not to be includedroyalty

more. Plaintiff would not haveand nobase).royaltythe
any additional amountbeen entitled to

royaltyato recoverBy attempting79. upon collateral sales because suchbased
sales,of collateral Plaintiff ison the value contemplatedwere inadditional benefits

improperly in theincluding collateral sales
parties’ royalty agreement.the

royalty base.
provided83. Plaintiff has the Courtroyalty, which80. An established

authoritylegal support­persuasivewith nocase, byin itsprovenPlaintiff has this
ing request damages uponits for basedexpecta-incorporates parties’nature the

bysales. The sole case citedcollateralderive collateraltions that licensees will
Industries,Plaintiff, Inc. v. Mor-FloStatepatenteduse of thethroughbenefits the

(Fed.Cir.­Industries, Inc., F.2d 1573883byprincipleThis is illustratedmethod.
1989), position.to Plaintiffsinappositeisa reasonableconcept hypotheticalthe of

Mor-Flo,In the Federal Circuit84.by consid-royalty, which courts determine
that value of collateral“[t]heconcludedfactors, theering includinga number of

royaltythe... be factored intosales couldpotential value of collateral sales. See
Here, Plaintiff has notrate.” Id. at 1580.Georgia-Pacific Corp. v. United States

1116, val-that the consider thePlywood Corp., F.Supp. requested318 1132 Court
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purposeue of collateral sales for the of 90. The rate of prejudgment in­
adetermining hypothetical roy-reasonable terest and whether such interest should be

Rather,alty sepa-rate. Plaintiff seeks a compounded are matters within the dis­
uponrate award based the value of collat- trict Labs.,court’s discretion. Bio-Rad

beyonderal sales that is above and the Inc. v. Nicolet Corp.,Instrument 807 F.2d
damages represented by 964, (Fed.Cir.1986).an established 969
royalty on infringingDefendant’s sales. 91. “District courts have discretion to
The Federal Circuit’s decision in Mor-Flo limit prejudgment where,interest for ex-
provides supportno for position.Plaintiffs ample, patentthe owner has caused undue

delay lawsuit,in the but there must be3. PREJUDGMENT INTEREST
justification bearing a relationship to the

In85. addition to a royalty,reasonable Nickson, (cita-award.” 847 F.2d at 800
maythe Court award Plaintiff “interest omitted).tions

§and costs.” 35 U.S.C. 284.
case,92. In presentthe Defen­

“[PJrejudgment86. interest presenteddant has argumentno in opposi­
ordinarilyshould be awarded absent some tion to requestPlaintiffs prejudgmentfor

justification withholdingfor such an interest, and the Court finds no reason to
award.” General Corp.Motors v. Devex withhold such an award.

648, 657, 2058,Corp., 461 U.S. 103 S.Ct. 76
requests93. Plaintiff interest on De-(1983).211L.Ed.2d

fendant’s sales of running tracks and on
typical87. “In the ease an award of (Pl.Ex.Defendant’s collateral sales.

prejudgment interest necessaryis to en- (rev.), IV.)151 Schedules III & As noted
sure patent placedthat the owner is in as above, however, the grantCourt will not
good a heposition as would have been in Plaintiffs request damagesfor on collater-

infringerhad the entered into a reasonable al sales.
royalty agreement.” 655,Id. at 103 S.Ct.

94. expertPlaintiffs pre-calculatedA patent2058. owner is bymade whole
judgment uponinterest based applicablereceiving prejudgment interest from the
long term federal interest rates compound-time that he royaltywould have received

(Pl.Ex. Sched.V.))monthly. 151(rev.,edpayments, damages“since his consist not
Defendant challengedhad not the interestonly of royaltythe value of the payments

applied byrates expertPlaintiffs or theforegonebut also of the moneyuse of the
expert’s method of computing interest.between the time of infringement and the
Accordingly, the Court finds the interest655-656,103date of judgment.”the Id. at
rates computingand method of interestS.Ct. 2058.
applied by expertPlaintiffs to appro-be

Prejudgment88. interest is ap­ priate.
plied only primaryto or damagesactual Therefore,95. the Court shall award
and not to punitive damages.or enhanced Plaintiff prejudgment interest on roy-the

Devices,Underwater Inc. v. Morrison­ byalties awarded the Court for Defen-
Co., (Fed.1380,-Knudsen 717 F.2d 1389 infringing runningdant’s sales of tracks.

Cir.1983).
Prejudgment interest shall be calculated

“Generally,89. in­prejudgment royalties 26, 1994,on such Aprilfrom
terest should be awarded from the date throughof the injudgmentdate of this action
infringement to the date of judgment.” according to the rates and method of com-
Nickson, 847 F.2d at 800. putation proposed by expert.Plaintiffs
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duty“affirmativeinfringer’sthat(notingINFRINGEMENTC. WILLFUL
alia,includes, dutythe to seek andinterthe dam-may increasecourt96. “[T]he

from counsellegal advicecompetentobtainfoundtimes the amountthreeup toages
infring-any possiblethe initiation of§ 284. before35 U.S.C.assessed.”or

activity”).ingpre-notthe statute does97. While
treble dam-applyingfora standardscribe in­willfulThe issue of101.

ages, “totalitytheanalyzed underfringement is
hav-personthat aestablishesprecedent SRI, at127 F.3dcircumstances.”of the
haspatentanknowledge of adverseing in theto be considered1465. Factors

due careduty to exerciseaffirmativean or com­analysis include “the closeness
ainfringement presumptivelyofavoidto legal questionsand factualplexity of the

The stat-patent.enforceablevalid and thatand “commercial factorspresented”
the tortious naturerecognizesute thus infringer’s actions.”may have affected the

publicand theinfringementpatentof addition, miti­maycourts considerId. In
right, for en-patentin ainterest stable there wasfactors “such as whethergating

damages compensatoryare nothanced attemptsor to de­independent invention
punitive.but anyorsign patentaround and avoid the

Labs.,Int'l, Tech.Inc. v. AdvancedSRI goodto faith.”tendingother factors show
(Fed.Cir.1997).1462,Inc., 127 F.3d 1464 Id.

“willful in­determiningIn98. infringementwillful102. “The law of
consideration isfringement,” primary“the minimallyfor tolerabledoes not search

faithacting goodininfringer,thewhether behavior, prudent, and ethi-requiresbut
tohad sound reasonupon inquiry,and due cal, Id.and commercial actions.”legal

inrightthe to act thethat it hadbelieve
Here, the Court concludesinfringing.”found to be 103.manner that was

specifically, proven infringe­Framed more willfulId. at 1464-65. that Plaintiff has
inbefore the Court determin­questionthe by convincingment clear and evidence.

pru­ (1)ainfringement is “whethering willful fully below: Defen­As more discussed
reasonwould have had soundpersondent patent;notice of the ’622dant had actual

infring­patentthat the was notto believe (2) bywas warned PlaintiffsDefendant
unenforceable,invalid or anded or was counsel that its actions constitutedpatent

if at 1465.litigated.”be held Id.would so (3) itsinfringement; Defendant continued
anddespite warnings;theseinfringementinfringement is99. “Whether

(4) ofdid not seek the adviceDefendantfact,of and must bequestionwillful is a
any point.atpatent counselby convincingclear and evi­established

Communications, Inc. v.dence.” Comark First, had actual notice104. Defendant
(Fed.1182, 1190Corp.,Harris 156 F.3d President,patent.of the ’622 Defendant’s

Cir.1998). licensingaDougherty, signedRichard
Doughertyon behalf of Con-agreementmatter,general po­a a100. “As

1983,May, grantedin whichtractorsan­actual notice ofinfringertential with
thea license to useDougherty Contractorsduty ofpatentother’s has an affirmative

royal-aexchangemethod in forSeal-Flexusually requires potentialcare thethat
pound of rubber.ty eight perof centscompetent legal adviceinfringer to obtain

owner, Dougherty,WilliamDefendant’sany activitybefore in that couldengaging
the owner ofId.; negotiated agreementthis asseeinfringe patent rights.”another’s

Thus,Devices, Defen-Dougherty1390 Contractors.also 717 F.2d atUnderwater
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Crucible, Inc.,willing 1565,at oneprincipals pointdant’s were 793 F.2d 1580 n. 11
royalty exchange (Fed.Cir.1986).a in for a licensepayto

method. Theto use the Seal-Flex licens- 109. totalityUnder the of the circum-
ing agreement expresslyitself stated that case,instances this the Court concludes
Plaintiff for aapplied patent.had Fur-

that Plaintiff presentedhas clear and con-ther, DoughertyRichard and William
vincing evidence of infringement.willfulDougherty knowingadmitted that Plaintiff

Therefore,110. the Court shall awardforapplied granted patenthad and was a
Plaintiff damages.treble Tripling Plain-well before the this action.filing of

165,552,tiffs royalty award of produces$Second,105. patentPlaintiffs counsel
496,656,an award of exclusive of pre-$contacted Defendant on at twoleast occa-

judgment interest attorneys’and fees.sions, 1998,in indicating1994 and in Plain-
willingness challenge infringementtiffs to

D. ATTORNEYS’FEESpatent.of the ’622 Both Richard Dough-
erty Doughertyand William were aware as 111. exceptional“The court in cases
early patentas 1994 that Plaintiffs counsel may award reasonable attorney fees to the
was ofaccusing patent infringe-Defendant prevailing party.” §35 U.S.C. 285.
ment.

112. The party seeking attor­Third, despite106. the termination of
neys’ provefees must by clear and con­Dougherty Contractors’ license and the
vincing that exception­evidence the case iscounsel,ofwarnings patentPlaintiffs De-
al. Reactive Alloys Corp.Metals and v.infringingfendant continued to install run-
ESM, Inc., (Fed.Cir.­1578,769 F.2d 1582ning tracks. Defendant did not cease in-
1985).stallation of Seal-Flex untiltracks 2000.

regard,In this fact that Doughertythe 113. “Among typesthe of con­
Contractors at one inpoint paidtime a duct which can form a basis for afinding
royalty in aexchange for license to use the case exceptional infringement,are willful
Seal-Flex method particularly strongis ... duringmisconduct litigation, vexatious
evidence that Defendant’s decision to uti- unjustified litigation,or and frivolous suit.”
lize the Seal-Flex method after the termi- Instruments,Beckman Inc. LKBv. Pro­
nation of licensing agreementthe consti- AB, (Fed.Cir.­1547,ducer F.2d892 1551willful infringement.tutes

1989); CBK, Ltd.,Jurgenssee v. 80 F.3d
Fourth,107. despite allegationsthe of 1566, (Fed.Cir.1996)41573 n. (noting that

infringement, soughtDefendant never the a generally maydistrict court conclude
ofopinion patent counsel. Neither Wil- that a exceptionalcase is and award attor­

Doughertyliam Doughertynor Richard neys’ anyfees for of the reasons that it
Thus,patentwere inversed law. their 284).§increased damages under

invalid,patentclaims that the ’622 was
counsel,made without the ofadvice were Here,114. Plaintiff has estab­

simply not reasonable. bylished convincingclear and evidence
that this is an exceptional warrantingcase108. “An alleged infringer who inten-
an attorneys’award of Thefees. Courtlaw,tionally blinds tohimself the facts and

uponreaches this conclusion based thecontinues to infringe, employs ju-and the
strong evidence of Defendant’s willful in­processdicial with solidly-based expec-no

Kloster,success, fringement.tation of See 793 F.2d at 1580hardlycan be surprised
(“Willfulnessinfringement infringementwhen his ofis found to have relates to the

been willful.” SpeedsteelKloster AB v. infringer’saccused conduct in the market-
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Triple the Totalthe Amount ofmay be seenthat conductBecauseplace. Reasonably Royalty Based
and outcome-unnecessaryanproducingas Upon Finding of Willful

496,656Infringement $suit, the case somayit makelawcertain
feesattorneyto warrantasexceptional Prejudgment Amount to beInterest

*285.”).§under Determined

infringementwillfulDefendant’s115. ExceptionalAttorneys’ Amount to beFees— *this is anfindinga thatsupportsalone DeterminedCase
However, the Courtcase.exceptional

beAmount toAWARDTOTALthat, strongthe evidencegivennotes *Determined
allin this action onDefendantagainst

* prejudgmentfor interestshall filePlaintiff applicationsissues, presentto afailureDefendant’s judgment.following offees the entryand attorneys’
supportfurtherprovidesdefenseserious

CONCLUSIONIV.anthat this isconclusionfor the Court’s
exceptional case. Findings of FactuponBased the Court’s

inraised thisthe defenses116. While Law,and ofConclusions
were,frivolous, they onnotaction were

thatHEREBY ORDEREDIT ISwhole, or non-meritthe either without
thefrom DefendantPlaintiff shall recoverabove, pre-DefendantAs notedexistent.

496,656.ofamount $no defense on the issueessentiallysented
validity,ofinfringement. On the issueof thatIT ORDEREDIS FURTHER

that thepresented evidenceDefendant inter-prejudgmentshall recoverPlaintiff
of law.insufficient as a matterfoundCourt for inattorneys’ providedfees asest and

discovery, filed noconducted noDefendant Findings of Fact and Conclu-the Court’slists, nopresentedwitness andexhibit or
sions of Law.trial.damagesat theexhibits or witnesses

that,ORDEREDIT IS FURTHERrecognizes thethe Court117. While
(21) days filingof the oftwenty-onewithinincreased“that awards ofgeneral policy

case,in Plaintiff shalljudgmentthe thisallowedattorneyand fees not bedamages
(1)validity prejudgmentforchallenge applicationefforts to the file: anto thwart

togood interest,in faith bepatents computedof believed in a manner consistent
Kloster, 1581,invalid,” at the lack793 F.2d Fact andFindingsthe ofwith Court’s

this action leadsanyof serious defense in (2)Law; applicationof and anConclusions
that Defendant’sthe Court to conclude choosesattorneys’ fees. If Defendantfor

mayobjective in this action have beensole applications, De-respondto to Plaintiffs
yetto an unfavorable certain out-prolong any response withinfendant shall file such

come. (14) days appli-of service of suchfourteen
cations.

III. DAMAGESSUMMARY OF
Royalty onReasonable Defen- ORDERED.SO

Infringingdant’s ofSales
Running Tracks

258,675SquareTotal Surface Yards
Average perPounds of Rubber

Square 8Yard
2,069,400Total of RubberPounds

Royalty per Square .08Yard $
Royalty—Total Reasonable
(beforeRunning Tracks

165,552Trebling) $


