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[7167,813] United States v. United States Gypsum Co., et al.

In the United States Distriet Court for the District of Cclurnbia. Civil Action
No. 8017. Filed July 6, 1954, ) .

Case No. 548 in the Antitrust Division of the Depariment of Justice.

Petitions of the United States, National Gypsum Co., Certain-Teed Products Co.,
Ebsary Gvpsum Co., Inc., and Nevmrk Plaster Co. for Orders, Modifications or Directions
for the Enforcernent, Construction or Carrying Qut of the Finral Decree of May 15, 1951.

Sherman Antitrust Act

Private Enforcement and Prosedure—Suit by Ce-Defendants in U. S. Antitrust Suit
to Restrain Cther Defendant from Seeking to Recover for Use of Its Patents— Jurisdic-
tion—Right of Private Farties tc Seek Construction or Enforcement of Government
Decree~—DPetiticners, parties to a Government antitrust decree declering certain patent
] ng agreements void, sought an injunction against respondert, another party to the
decree, to restrain four separate suits filed by the respondent against-the petitioners in other
caurts for royalties or for the reaw‘nablc value of certain of its patents or for damages
ngement. The contention of the respondent thar the court had no juris-
. stertain the injunction suit because . (1) ownly the Government could move
to construe or enforce the final decree, and (2) the Government couid participate in the.
four patent suits as an intervenor or as auicus curice was overruled. Although the Attor-
T eral represents the pub ic interest in antitrust cases, where a dectue accords rights
io parties thereto, they can enforce such rights in a 1manner conscnant with the underlving
purposes of the decree. DBy the terms of the final decree jurisdiction was reserved for
v parties 1o the decree to apply for construction and eunforcement of the decree. Fur-
ther, jurisdiction could be taken, because (1) a court of equity can compel cbedience to
ite decree, and where 1t 1s contended that there has been a violaiion of the decree, the
court can determine whether or not such violation has actually been committed; (2) when
3 status established by a final decree is allegedly endangered by the acts of the respondent,
an issue within the jurisdiction of the court is created; (3) jurisdiction to mc the final
decree within limits necessary to perfect its effectuation was expressiy reserved by the
terms of that decree; and (4) to avoid the possible misconstruction of the final decree
in'a multiplicity oI actions, each involving the meaning and applicaticn of the decree.

See Dept. of Justice Enforcement and Procedure, Vol. 2, § 8233.225, 8233.400, 8233. 475 ‘
Private Enforcement and Procedure, Vol. 2,  9035.05.

Private Enforcement and Procedure-——~Where Right Sought to Be En \forced Is Integral
Part of Schemne in Violation of Antitrust Laws—Patents«—Suit for Royalties or for
Infringement Damages—Licensing Agreements Void Under Final Judgment—Scope of
Provision of Fimal Judgment.—Petitioners, parties to a Government antitrust decree
declaring certain paten: licensing agreements nuoll and void, sued to restrain the respond-
ent, another party to the decree, from bringing in other courts four separzte suits, each
based on alternative claims for royalties or for the reasonable value of the use of certain
of its patents or for damazges because of imfringement. Petitioners contended that the
final decree in the Government case, declaring license agreements illegal, null and void,
barred the patent suits. Since two counts in each of the four patent suits were based
squarely on license agreements set forth in the Government decree and declared null
and void by it, further prosecution of these two counts was u;‘}ﬂined as violative of the
final decree. ILimited actions involving the direct issue of pafenk infringement were not
enjoined, since in. this situation, the final decree enterved in the Governmient case would
not be affected. ]

See Dept. of Justice Enforcement and Procedure, Vol. 2, { 8233.323; Private Enforce-
ment and Procedure, Vol. 2, §9041.155, 2041.350.

Private Enforcement and Proccdu re—Where Right Sought to Be Eniorced Is Integral
Part of Scheme in Violation of Antitrust Laws—Licensing Agreements Void Under Final
Tudgment—7ifodification of Judgment—Infringement, Contract, and Quantum Meruit
Suits.—Petitioners, partics to a Government antitrust decree declaring certain patent
licensing agreements nuil and void, sued to restrain the respondent. another party to the
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decree, irom bringing in other courts four separate suits, each based upon alleged patent
uses. Petitioners contended that the patent suits were barred by the provisions of the
final decree in the Government suit, but that if they were not so barred, that the Govern-
ment decree should be modified so as to prohibit them. The purpose and permissible
function of an antitrust decree modification order is to cover som=zthing within the broad
purposes of the decree but which, for some proper reason, was not included in the existing -
decree. The determinative test is whether or not modification is reasonably necessary
to effectuate the basic purposes of the decrec. The purpose of the decree was to pre-
vent the unlawful use of patent rights to violate the antitrust laws. The final decree
did not cover suits for mfrmge;nent, in contract, or for quantim mmmt Consequentiy,
the final decree was modified to enjoin prosecutions based on patent infringements and on
contracts. To allow recovery on the contracts and grant the relief sought would bring
about the very recovery prohibited by the decree declaring the agreements nuil and void.
As to the count based on guantuin meruit covering the use of the patents, this count would
be proper and pI‘OSeul'fl(‘n thereot should not be enjoined unless the respondent would be
barred by unpurged - se of its patents. However, it was determined that patent misuse
existed, that it was shown as a matter of law and on the facts, and that it was unpurged.
Ceonsequently, the counts for quantum mzruif were enjoined also. -

See Dept. of Justice Enforcement and Procedure, Vol. 2; §8233.323; Private Enforce-
ment and Procedure, Vol 2, § 9027.30, 9043.05.

For the petitioners: Edward Knuff, Special Assistant to the Afttorney General, argued
orally; Vincent A, Gorman and Lawrence Gochberg, trial attorneys for the United States,
red Stanley \ Bar nes, ‘A§Sistant Attorney General, Charles F. \Veston and Edwart!
Special Aszistants to the Attorney (General, Willlam D, Kilgere and Vincent A.
Gorman, trial attornq.s for the United States, wére on the briefs (all for the United
Statesy.  Samuel I. Rosenman argued orally; Seymiour Krieger, Elmer E. Fincl, and
Sevmour D. Lewis appearer_l; Samuel 1. Rosenman, Elmer F. Finclk, Seymour D, Lewis,
v M. Silverberg, Howard Weinstein, and Seymous Krieger were on the briefs, with
Finck & Huber, and. Rosenmaq Goldmark, Colin & Kaye, of counsel (all for Nationzl
Gypsum Co.). Norman A. Millerrargued orall), Herbert W Hirsh*C:: Roger .L\ekou,;f
Henry Clausen, and Franklin AL, Schultz appearcd; Herbert \V. Hirsh, Norman A. Mille
Llau:»'n I‘lhbh & LMiller weére on -the briefs -with Garson Purcell, and Purcell S‘
ison, of counsel (for Certain-Teed Products Cor' .). Benjamin P. DeWitt argued oraily
Newark Pilaster Co.), and Joseph S. Rippey arguead orally (for Ebsary Gypsum Co.,
}; joint bricfs were filed for Newark Plaster Co. and for Ebsary- Gypsum Co., Tac.
upon which were De Witt, Pepper & Howell {z evs for Newark) and Joseph -S.
Rippey (attorney for Ebaalv), is w ere Len]a'nm P.u TeNWitt, Sidney Pcppen zmd ]o>eph,
- S. Rippey, of counsel. .

For the re %pO’Ldent: rraq ton Sora\* and P’ru« Bromlev '1ruwr'(f orally; ‘Robert- L~
Keck, ITugh Lynch, Jr, and- JQ!n ‘E. Macleish appeared; Bruce Bromley, Cranston
Spray, Robert C. KPCL and Hugh Lynch, Jr., were oi the briefs, as were Cravath, Swaine
& Moore, and Macl.wish, Spray, Price & Ln_ug\vgod of cmmsfl (fo1 L'mtul qtat:e:
Gypsum Co.). S T -

For the Celotex Corporation::Albert . Hallett,.

.Before KimmBrouvca Stove, Circuit Judge, and” ELGL\'E WORLEY 'md WitLram P. Core,”
Tr., Judges of the U, S. Court of Customs and Patent Appeals, sitting as District Judges.”

For cther judgments entered in this proceeding in the U. S. District Court, District
of Columbla, see 1950-1951 Trade Cases {62,578, 62,853; 1946-1947 Trade Cases {[ 57.473.
For opinions of the U. S. Supreme Court, see 1950-1951 Trade Cases {62,632, 62,729;
1548-1949 Trzde Cases f 62,226,

[History of Litigation] Gypsum Company, ef al, which were en-

Sroxe, Circuit Judge [In full text except gaged in the mining of gypsum rocks znd
For omissions indicated by asterisks): The: in the manufacture and sale of gypsuir
United States brought an antitrust action products. The complaint charged that a
(Civit No. 8017) against United States controlling unlawful combination was effectu--
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ated by mmeans of substantally uniform
- patent license agreements between USG
and the other manufacturing defendants as
licensees. At the close of evidence for the
United States, the statutory Court of three
Judges sustained a motion to dismiss the
“complaint under Rule 41(b) of the Federal
J:u.‘leb of Civil Procedure upon the ground
on the facts and the law the Govern-
ment had shown no right to relief (U. S.

i U, S, Gypsain Co., et al. [1946-1947 Traps
Cases § 57,4731, (\,}. Supp. 397).
The Government zppealed and the Su-

premme Court reversed..and-remanded - “for

~further proceedings in coniérmity with this
. opinion” {19—184949 Trape Cases | 62,226]
{333 U. S.- 264, 402).- This decision was on
\Iarc]”»

Aprf? I

48 {333 UL S S69);

After rcmand, the Goternment moved for
a sy judgment; which was cntered
cn Noves

1951 Trape Cases [62,578]. ‘As
e, -this .Court-entered a decree
intended to cover the matters involved.
Both sides appealed. The Government con-
tended that the decree was not adequate to
cure the ill effects of the illegal conduct of
the derendants. The defendants contended
that the summiury judgment had denied
their right to present direct evidence which
would have established the lawfullness of
their activities. : ’

Max 29, 1950, the Supreme Court dis-
missed the appeal of the defendants [1950—
1951 Trape Cases T62,632] (339 U. S. 959)
in a memorandum (339 U. S. 960) wherein
1t afirmed Article IIT of the November 7,
- 1949, decree and stating:

HEE

‘Article IIT of the decree of
hie District Court of November 7, 1949,
reading as follows: ‘The defendant com-
panies have arted in concert in restraint
rade and commerce among the sev-
erai siates in the eastern territory of the
-' u-ﬂd States to f1x, maintain and control
ihe prices of gypsum board and have
monopolized irade and commerce in the
gysum board industry in violation of sec-
tions 1 and 2 of the Shermian Antitrust
Act, is affirmed: The co rporate defend-
ants and Samucl AL Glo\’d doing busi-
ness as lexas Cement & ‘Luthr Company,
are enjoined, pending {further order of
this Court, from (1) enforcing in any

ny

Cited 1954 Trade Cases

«Q. 1948 with . rehearing denied o1

lows:
“details and form ‘of the anjunctien cau be

ber 7, 1949 (one Judge dissent--

“ours.”.
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manner whatsoever the plu\lxiow of
their current leense agreements n\ug,
maintaining, or stabi hzmg prices of gyvp-
sum board or the terms and conditions
of sale thereof, and (Z)} from entfering
into or performing any agreement or
understanding in restraint of trade and
commerce in gypsum board among the
several states in the eastern ferritory of
the United States by license agreements
to fix, maintain or stabilize oprices of
~vpsum board or by license or other con-
rted action arravging the terms and
© conditions of sale f :

. On November- 27, 1950, the Supreme
Court decided{4950-1051. Trape Cases -
T62,729] (340..1. S. 76) that the decree
‘of November 7,.1949 avas .adequate The -
Court pointed out wherein it found such’
inadequacies .and closed its opinion as fol~
“With tncce freneral suggestions, the

more satisfactarily determined by the Dis-
trict: Court. .Jts procedure for the settle-
ment of a decree is more flexible than

* .. On the same day, the Supreme
Court extended its injunctinn order of May
29, 1950 (332 U. S. &) 1o he “continued
in effect until the entry of final decree
in the District Court.”? »

On May 15, ,C‘:l, this Court modified
its earlier decree in =zvoordance with this
opinici: of the Supreme Court [1950-1951
Trape Casgs 62,853].. There was no ap-
peal therefron. .This is the present. Fimal |
Decree. . —

In January. Februzry or March, 1953,
USG filed separate similar actions against
four of the other corporate defendants in
the antitrust action. These suits were:
against the National Gypsum1 Company, in
the Northern District of Iowa; against
Certain-Teed Products Corporation, in the
same District; against Newark Plaster
Company, in the District of New Jersey;
and against the Ebsary Gypsum Company,
in the Southern District of New York.
Each of these svits was based on alternative
claims for royalties or for the reasonabie
value of the use of certain of its patents or
for damages because of infringement. The
time period covered by each of these four
suits was, -roughly, from the first opinion
by the Supreme Court (March 8, 1948), to
the date of the Final Decree (May 13,

_ 1 This extension order appears in the mandate
Issued to this Ceurt on the remand from the
Opinion in 34017, &
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1951), and, as to Newark and Ebsary, up
to the filing of the comylamt azainst each
of ther.

[Antitrust Decree Clalmed as Bar
to Patent Suits]

The Petitioner in each of the four suits
here has filed, in the antitrust case, its
separate petition to eninin the USG suit
against it and for associated relief. Very
broadly stated, these petitions are based on
claimed protection of the Final Decree in
the antitrust case, on misuse of patents,
and on prevention of a multiplicity of ac-
tions. Stay orders have been entered in
the two Towa District cases to await action
hers. Also, the United States has filed a
patition to enjoin USG from asserting any
claim or suit “in whele or in part on any
of the license azrsements adjudged illegal,

null and void by the final decree of this-

Court entered on May 13, 1951, or on any
provision thereof” As to any clatrms based

on such license =zgreements, the United
States alleges that such “are barred by,

and constitute an attempt to defeat, said
decree)”  As to any “alternative claims” set
forth in such:four suits. the United. States
“takes no- position” as to whether or not
they are barred by the Final Decree.

Both by briefs and ora! arguments, the
issues have been e:r.celleu‘f v presented by
very able counsel for all of the parties.

A plan as a -guide to our sequence in
considering the issues before us is under
sour general headings as follows:

I—TJu .1<dxctzon
IL——SCO pe of Article TV of the Decrep
TIT—Xodification of the Decree
TV—2Afisuse znd Purge

This epinion will follow that arrangement.
I—]Jurisdiction
Jurisdiction of =z Court to act upon

matters presented to it is purely a matter
of power to act. Having such power,
whether 2 Court shounld exercise it may or
may not become a rmnatter of discretion
depending upon whether, under all the cir-
cumstances of the sitvatinon before the
Court, the Court has a duiy or has a choice.

Petitioners claim jurisdiction here on four
grounds: (a) to compel obedience to the
Decree, (b) to implement the Decree in

167,813
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order to effectuate its “basic” purposes,
(¢) to exercise a “paramcunt” jurisdiction

under express reservations in Article X
thereof, and (d), under broad powers of a
court of equity, as the most appropriata
forum to prevent possible misconstruction
of the Decree, in a multiplicity of actions,
by Courts unfamiliar with this antitrust
case litigation.

Besides countering each of these grounds,
USG contends (a) that only the Govern-'

.ment (being the sole original complainant)

can move to construe or enforce the De-
cree, and (b) that the Government can
participate in the four suits as a permitted

- intervener OT as an @micits curi.

Such being the contentions as to this
issue, it seems logical to consider first the

- contentions of USG. The main reliance of

USG is Buckeve Cool and Reailway Co. .
Hacking Valley Co., 269 U. S. 42. Peti-
tieners distinguish this case on the grour
that the Buckeve was not a party to f
antitrust suit (wiile ctitioners are

fendants in such action here); and ‘“at
Article X of this decree expressly reserves

jurisdiction to enable “amy of the parties
to this decree * ¥ * to apply to this
Court, a2t any time for such orders™ otc.
They cite Missouri-Kansas Pipe Line Co. 7.

{7. 5. [1940-1943 Trape Cases § 56,1037, 31 2
U. S. 502; Local Loox Co. wv. Hunt, 202 U, S

234 and Terminal Raitroad Asse. o U, 5.,.
266 U. S. 17 to support their contention

that parties to an antitrust case may
to protect their interest based on the ani
trust Decree.

{General Enforcement Powers of Equity]

a .

Speaking generally and without rega
to any qpema‘ cons1derat10ns applicable
antitrust sutis, it is correct to say that 2
court of eguity i?
deerees anl that

plnmentavcn of t} basic purpeses thereof
in so far as such appears from the lan-
guage or from the clear intendment thereof.
These rules apply to civil antitrust suits
brought by the Government with the impor-
tant qualification. or limitation as to the
parties who may take advantage of them.
This differcuce arises from the purposes of
such suits. The purposes of such an action
are to destrov an economic situation which
is resulting from a conspiracy or monopoly
in restraint of interstate commerce to the
harm of the publiz.

I
1o
1o}
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To represent aund protect this public
interest 1s made the duty of the Attorneyv-
(General (15 U. S. C. A. §4 and related
sections of the Act).?

USG relics upon the Buckeve Coal & Rail-
way Co. et al. w. Hocking ["alley Reilway
Company et al, 269 U. S, 42, which dis-
missed certain petitions in intervention seek-
ing reliefl in an antittust svit brought by
'the Government and in which a decree for
dissolution. had .been entered come seven
vears before the intervening petitions-were
fled, as establishing the docirine that only
the Attorney-Genceral can seek to enforce,
..construe-or modify a-decree requiring dis-

colutis - under the Act. There are expres”
“sions in the _Buckeye “case which tend to
: support such a view.,”” However, this state-
nient. is immediately, followed by another’

which ~clearly “implics “that  the sitwmation
- might have been different had interveners
~.been pariies fo the antitrust suit.’?

Parties 1o an or al antitrust suit have
a status therein which often does not apply
to outsiders. This arises from the practical
effects of the decree upon the legal rights
of the parties. Such a decree is based upon
~a determination that the Act has &
violated by an existing economic sit
~ Necessayily, the relief is such alteratios of
that wilon as will do awawr
nnlawinl {eatures and potentiali Un-
avoldably, such- legal surgical operations
involve and change the inter-relationship of
the defendants, whose only reason for being
‘made parties defendant was that they parti-
cipated in the violation of the Act. Such
- Often, in
" this readjusting ‘process, a decrce proxfldes’
not only for duties but alse for rights infer
se the parties. Where such rights are given,
they carry to the recipient party the right
to urge compliance, within the limits of
the decree.

svith all

Tics,

. This is the rule applied in Terminal Rail-
road Association of St Louis ef al. ©. United
States et al, 266 U. S. 17. This was an
action for contempt instituted by the “west

Cited 1954 Trade Cases
U.S. v U.S. Gvpsunt Co.

& the original décree.
.- between them and the-east side lines as

: ‘ilku

leave to

69,629

side lines” against the “east side lines”
based upon the contention that the latter
had violated an antitrust case decree to the
damage of rights alleged accorded the “west
side lines” under that decree. In that opin-
ion (p. 27) the Court stated:

“In these proceedings, the United States
did not join in the complaint or participate
in the hearing in the District Court, but
has since appeared and is aligned with
the appellees. The Proceedings were in-
stituted Dy -the west side lines, nct to
~ate the authority of the court, but
i to enjorce rights claimed by them under
The tontroversy is

“toswvhether the former or the latter shall
hear transfer chargcs on  west bound
mromﬂ1 dreight.”” soE el

the Court (p.-29) stated: -

whéthier the east

,side lines #ve bound to. pay transfer
charges on west bound through ifreigh:
depends upon the proper construction
and application of the original decres”

The question

[Intervention in Columbia Gas

se Citéd]
There is another casc whmh is i
tant. Im an antigus s by the L’mted

States v. Columbiz Gas ond Electric Co. et al.,
a coneent decree was entered. The closing
paragraph of the decree provided that Pan-
handle Eastern Pipe Line Co. (not a party
in the action). “upon proper application,
mayv become a party hereto for the limited
purpose of enforcinz the rights conferred
by Section IV hereof.” Thereafter, Pan-
handle sought to do this by applying for
intervene,. which was denied by
the District Court. The appeal of Pan-
handle is Missouri-Kansas Pipe Line Co. .
United Staies ef al. [1940-1943 Trape Cases
56,1037, 312 U, S. 503.

In discussing the case, the Supreme Court
stated (p. 504) that the “issues here revolve
around the scope of those provisions cf the
decree.” Among the arguments pressed
was a challenge to the jurisdiction over

Ja

2 This duty is different and broader than the
right given individuals to recover separate dam-
ages under 15 U. 8. C. A, §15. Compare United
States v. The Borden Compeny et al., [1954
TRADE CASES {67,754] 348 U. S. —, May 17,
1984,

3 At page 49 of that opinion the Court stated:

* % % The United States, which must alone
speak for the public interest, dces not appear
with them (the interveners) «mn this appeal.

Tr:

e Regulation Reparts

They have therefore no locus standi. United
States v. Northern Securities Co., 128 Fed. 868"’
(should be 808).

4 At page 49 appears:

“Underneath all these reasons for dismeQTI""
the appeal, is the fundamental objection that
these cpal companies presenfed mno case upon
their petition justifying their intervention. They
were not parties to the original suit.”

167,813
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the appeal or, “in the alternative, insisting
on the propriety of the action of the dis-
trict court” (p. 503). It was argued that
“the Attorney-General is the guardian of
the public interest in enforcing the anti-
trust laws * * * (and that) injection of
new issues ought not to be allowed to
delay disposition of the main litigation
*® = %2 (p505). The Court stated (p. 506):

“All of these arguments misconceive
the basis of the right now asserted. Its
foundation is the consent decree. \We are
not here dealing with a conventional form
of intervention, whereby an appeal is
made to the court’s good sense to allow
persons having a common interest with
the formal parties to enforce the common
interest with their individual emphasis.
Plainly enough, the circumstances uander
which interested.outsiders should be allowed
to become participants in a litigation is,
barring very special circumstances, a
matter for the nist prius court. But where
the enforcement of a2 public law also
demands distinct safeguarding of private
s by giving them =z formal status
power to enforce rights
wctioned is mot left to the pubhc
ities nor put in the keeping of the
disirict court’s discretion.

“That is the prese Panhandle’s
right to economic zdence was at
the heart of the costroversy. An impor-
tant aspect of that independence was the
extension of tts operations tc parmit sales
in Detroit. The assurance of this exten-
tion was deemed =0 vital that it was
safeguarded by explicit provisions in the
decree :

Further, the Court stated (p. 508):

" *We are not concerned wwith the sub-
substantiality of this claim. The sole
question before wus is whether there was
standing to make the claim before the
district court, We hold there was such
standing. To enforce the rights conferred
by ‘;ectmn IV was the purpose of the
rnotion.”  “Nor can the eniorcement of
this protection be deemed rernotely m con-
flict with the public duties of the Attorney-
(zeneral, nor to bring in digressive issues,
ner to impeach the existing decree. It is
a vindication of the decree.”

Court Tec

isions . Number 2132
U.S. Gypsum Co. 8-13-54
In the concluding paragraph, the Court

states (p. 509):

“In a memorandum filed by the Attgor-
ney General we are advised that on Janu-
ary 18, 1941, the district court fled an
opinion approving the plan for modiiying
the orlgmal decree subject to some sug-
gestions by the Government. This, we
are to‘d is believed to satisfy the pubhc
interest,” and so the Government desires
to sustain the action of the court below
without farther litigation. We recoznize
the’ duty of expeditious enforcement of
the antitrust laws. But expedition cannat
be had at the sacrifice of rights which the
original decree itsclf established. We as-
sume that the district court will adjust
the right which belongs te Panhandle
with full regard to that public interest
which underlay the original suit.”

[Jurisdiction Sustained]

We think that these three cases announce

“the foliowing rules of law applicable to the

situation here: the Attornev-General is the
representative of the “public interest” in
antitrust cases broaight Ly the Government;
but that where « dissolution decree by
specific staternent or by fair implication
therein accords rights to parties thereto,
they have a standing, in the main suit.
enforce such rights in a manner consonant
1with the underiving purposes of the decree’

In this Final Decree, there was (Article X0
an cxpressly reserved jurisdiction “for ¢
purpose of enabling any of the parties
this decree, or any other perscn, firm
corporation that may hereafter hzcome bound

sl

AT

‘thereby i1 whole or in part, to apply to this

Court at any time for such orders, modifica~
tions, vacations or directions as may be meces-
SAry or approprlate (1) for the const ruction or
carrying out of this decree, and { X
enforcement of compliance »,he,rr:\v

Such reservation is sufficient to su
jurisdiction.

For the rdésons

that the Petitioners here

"are parties to the original antitrust suit

presenting claims to rights under the Final
Decree; and that Article X of that Decree
expressly reserves jurisdiction, we hold that
jurisdiction to  entertain these pcutlonw

¥3Ve have confined our discussion to parties
to the original Antitrust suits. However, there
are other cases where persons not parties but
directly affected by the decres in such cases
have bheen allowed, in connection with such suits,
to intervene or to defend to test their rights.
Examples are Hughes v. United States [1952

167,813

. 108; United

Copyright 1954, C

TRADE CASES 7 67,213], 342 U. S. 333:
Stutes v. Paramo,u chﬁure: et al. le
TRADE CASES ‘} 334
United States 1. Swz
Nates v, OaIuo. mc Coop?ra
Canneries, 279 U. 8. 553; Continentel Ins.

et al. v. United States et al., 259 U. S. 156.
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Balsd o ‘ U.S.w. U.S. Gypsiin Co.
exists. In so holding, we apply the lan- reserves that power. Whether or to what

guage in the Missouri-Kinsas Pipe Line Co.
case, supra at p. 508 that “We are not con-
cerned with the substantiality of this claim.
The sole question Dbefore us is whether

there was standing to make the claim be-
fore-the district court. We. hold there was
sdch “stauding.” ~Such “substantiality” de-
perids wpon what-we will call “The. Merits™
of thesz controversies—to be considered
laterin this opinion.

Next, passing tothe four- vrom\ﬂ zed
b Pe tioners to sustain jt i

cﬁged by USG _

- to rumpel obedxence to 1ts de\,rees ls'con«-
ceded by USG. It contends that its suits
-de not wviplate the Decree, hence this doct

,‘an_ is inapplicable here, Where it-is sen-

contended, as here, ‘that these suits do

“violate ihe Decfee “o’b.inuc‘v this~ court-has

power—ijurisdiction—to determine whether

such violation exists; and, if it does exist,
how it may be cured.

As to the éxistence of pOW’E{'——]ullSdlC-

ve thirk it i¥ not controlling that
itioners mi rge the Decree as =z
‘ense in the its. That question 1s
not one of the ex
this ‘Couri but rather ome of whether this
Court, in its discretion, should exzrcise
such jurisdiction instead of leayving such
issues o be determined in the USG suits.

As to the ground for jurisdiction based
upon “implementation” of the Decree to
effectnate its basic purpeses, we think the
reasoning in Local Loan case (supra) at
P. is merely one of the methods of
seeking relief in the original action. There
it was by an ancillary bill and here by peti-
fions. Here, as there, the jurisdiction “to

secure or preserve the fruits and advantages

of a judgment or decree rendered therein”
is a basis urged here for our jurisdiction,
Here, Petitioners urge that Article IV of
the Decree established a ‘“status” which is
endangered by the TUSG suits. We think
this issne 1s within the jurisdiction of this
Court. As to the nature and limits of im-
" plementation, see Hughes = U. §. [1952
Trave Casgs 767,213], 342 U. S. 353,
356-357.
As to modification of the Decree as a
i irtional matter., Article X expressly

Trade Regulation Reports

Hughes v..1J. 5..[1952 TRADE CASFS B
-3429,5:.353,.356-357.

the Decree

tence of jurisdiction in~

of the

extent the Decree should be miodified are
matters within the proper exercise of that
power. If this power should Le exercized,
we think we have power (as admonished
by the Supreme Court in this case, 340
U. S. at pp. 88-8%) to make any modifica-
tions which swill, “so far as practicable,
cure ‘tho ill effects of the-illegzl cenduct,
¥k %7 At the same time, we cannot
eniarge the Decree bevond the limits neces-

qary to perfect ifs effectuation. (U: S. o
; ,286.7U. "S-°106, - 114)~ Also,
iational “FHarvesier-Co., 274

where the Court stated-that
a supplemﬁnta] complaint by the Govern-
ment torbroaden tthe onfzu-al decreg-must
be deried because is entirely incon-
sistent with' the arpose- of - the- - consent
deeree, heth as appears from its téims and
as it was apparently constried uy the Dis-
trict Court itself”” (italics added). Alsc, see

S

As to jurisdiciion bdseu on potsxb.e mis-
construction of the Decree in a multiplicity
of Courts. Tt seemis to us that this ground
is really that of a rr'ultiplicitv of actions.
The matter of possible misconstruction of

e 1 © A redson for taking
jurisdict . claimed muiti-
plicity of zetions each involving the mean-
ing and application of the Decree. We
think there is a proper and clear multiplicity
of actions, to wit, the four present suits by
USG and the claims against Celotex and
Kaiser. Multiplicity of actions prevention
is a long established basis of equ1ty jurisdic+
tion. We think such jurisdiction is present
here. Our conception of this character of
jurisdiction is that its exercise is discre-
tionarv instead of compulscry. The extent
of such ‘exercise should depend upun our
solution of the issues herein as to the
merits. ) )

In this part of our opinion we are not
determining anything as to the merits but
only broadly that Petitiouners have the rzght
to procced.

determine the merits
several is which Petitioners
claim entitle them to relief, In doing this,
we do not leave behind us all questions of
jurisdiction. The broad issues are: (a) the
Scope of Article IV of the Decree, (b) the
Aodification of the Decree, and (¢) Misuse
»f  Patents, the related matter of

§ 67,813

Our next task is to
issues

with



As to each of these issues there
s 2 m:uter of jurisdiction—not as to
ral m sdiction to entertain Petitioners’
frere but as to the legal limits with-
ch- we may act in considering and
aing the particular issue. An illus-

doctrine that a decree cannot be
d beyond the effectuation of the
ses thereof.

IT—Scope of Article IV

itioners contend: (1) that Article 1V
of the Decree “in terms and by fair intend-
ment” bars these suits by USG; (2) that,
even if Article IV “in its present form”
s not = bar, yet it should be so implemented
as ‘ne::essary to achieve the basic purpose”
Decree; and (3) that if such remedy
d not within the Decree, “as it pres-

the Decree should he so modified,
for such rt—- tias only
: necc: ia order to
e its banc purpose, i he last of these
contentions will be hereinafter treated
under "‘le next heading of this opidion—
that of “I{T-—Nlodification.”

"

<

is for Deter mmmﬂ Scope of Article IV
07‘ Final Decree]

fArtlc]c IV shouid be deter-
hgrhf of the issues in the anti-
the entire Final Decree, of the

di in this Court in connection
with -he two decrees (November 7, 1949
and Afa;
statem nts in the opinions of the Supreme
urt in this litigation. To discuss each of
thess matters adequately is an unnecessarily

Court Decisions
U.S. 0. U:S. Gypsun Co.

r 15, 1951), and the here pertinent
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large undertaking for the purposes of this
opinion. We shall attempt only a sufficient
outline of the essential highpoints..

The Issues

The antitrust suit was to enjoin viola-
tions of Sections 1, 2 and 3 of the Act.
These violations were charged as being
carried out by means of patent license
agreenients granted by USG to the other
defendants (manufacturers of gypsum board).
The opinion of Chiet fudge Stephens very
ﬁnely and completely narrates the facts and
issues on the trial which resulted in tlie
first appeal [1948-1949 Trape Cases 162,226]
(333 U. S. 364). We refer to his opinion
(United States v. United States Gypsum Co.,
[1946-1947 Trape Cases § 57,4731, 67 F.
Supp. 397) for a more detailed statement
of the issues.

The Final Pecree

ihe pattern of the Final Decree of ten
Articles is as follows, Article I is the juri;-
dictional declaration; Article 1T is the d= F—
nition of terms us‘.d in the Decree, theszc
include “Fuatents” ¢ and “Patent Llcem.:s 37
Article TIT declares the defendants h
acted in concert to violate Sections 1 and 2
of the Act; Article IV is that “Each of the
license agreements 13 n Article IT here-
of iz adjudged unlaw under the antitrast
faws of the United S tllegal, nuli
and void”; Article V con the injunc-
tion provisious;® Article VI covers non-
discriminatory. compulsory license agree-:
ments from USG ito applicanis therefor,
subject to approval of the District Court
Articles VII and IX are not material 1.'0

w

" is defired as including all patents
ications therafor (covering gypsum
processes and methods of manufacture
eof) issued to, applied for or acquired
a period of five (5) years from the date
cdecree.” as well as patents issued upon
said applications, continuations, etc. of

in ffect betv‘een USG and each of
defendants “‘at the time the complaint
5 fled and described in said complaint
s (here follows listing of eighteen
'nenfc) and any supplement or amend-

22 Pro ovisions are ‘‘from entering into or
iqg any agreement or understanding
nb ihe defendant companies or other manu-
facturers of gypsum products to fix, maintain
e, by patent license agreements or
s or course of action, the prices, or

ﬂ 67",813

the terms c¢r conditions of sale, of gypsum
preducts sold or offered for sale to other :
sons, in or affecting interstate commmerce
from engaging in, pursuant to such an @
ment ¢r understanding, any of the folic
acts or practices:

‘(1) agreeing upon any basis for the selection

- or classiﬁca'ion of purchasers of gypsum prod-

ucts; .

(2} refraining from selling gypsum products
to any purchaser or any class of purchassrs;

‘“(3) agreeing upon any plan of selling or
quoting gypsum products at prices calculated or
determined pursuant to a delivered price plan
which results in identical prices or price quota-
tions at given points of sales or quotations by
defendants using such plan:

“(4) policing. investigating., checking or in-
quiring into the prices, quantites, terms or ¢on-
ditions of any offer to sell or sale of gypsun
products.’”

Copyright 1954, Commerce Clearing House, Inc.
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Article VIIL provides for super-

sion” by the Department of Justice to
secure compliance with the Decree; Article X
s lhe reservation of JUI‘IS(LLI]OH for the
purposes of construction of, carrying out of,
or enforcement nf the Decree.

A condensation of the wethod or plan of
the Decrece to remedy the unlawful situation

us h(il'ﬁ;
v

"1

may be stated as follows: by annulling the -

existing named license agreecments; by in-

junction against acts which would tend to
de-rﬂa\ :

Decree; by use of unew com-
©y cuurt supervized liceuse agreements ;
by Department of Justice super <013 n-
ﬁ]’)t"CtxOTlS and by retention of broad juris-
diction to protect and effectyate the pur-
poses of the Decree. v

Proceedings tn This Court

After rehearing

was denied (April 5,

1948, 333 1. S. 86;1, Court held a
conference of counsel which resulted ulti-
mately in a motion b“ the Government

for summmary judgment, it being claimed
that there was no genuine fact issue fe-
ma ing to be determined. Defendants filed

o proof as to fact matters they
in issue. These two occurrences
june 1948 Beginning in June 1948
kxmmg to June 14, 1949, numerous
memoranda were ﬁled by the
Cxoin conmnection with the mio-
summary judgment, the offer of
pros ~uﬂgested fAndings of fact, and form
and Lontents of decree to be entered. June
14 1949 this Court held an extended hear-
i hese matters. At the hear-

ng, of this Court made clear
their intenfion o sustain the motion for

summary judgmen:; and counsel for all par-
ties were given time to file suggestions and
memoranda as to form of decree and other
pertinent matters. Such suggestions and
‘memoranda were mcd to August 12,
1040 Withont further hearing, this Court
ved its decree of ovember 7, 1949,
s this decree 1 -vhich the Govern-
ment and the defendars appealed (Defendants’
peal 339 U. S. 939 and 960, Government ap-
peai 340 U. S. 76).

Ve have gone through the transcript of
« hearings in this Conrt (June 14, 1549),
written or printed suggestions and
anda of the parties filed Dhefore, in

Cited 1854 Trade Cases
U.S. 2. U. 8. Gypsum Co.
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cannection with and. after that hearing.
Much of these inatters and the hearing had
to do (snter alia} with the various sugges-
tions as to the {orm of decree to be entered,
including the scope and purposes of what
later became, in substance, Articles IIT,
1V and VI of that decree. Przctica"ly all
of the matters were concerned with pre-
vention of violation in the future, that is,
after the effective datz of the decree {o be
entered. However, USG was much con-
cerned with avoiding any provision in the
decree declaring the licenses illegal,
and veld in their cntirety,
connection that it voiced iz i
as to the period involved here. Since our
concern here is “with what took place after
the first opinion of the Supreme Court anrl
before entry of the Final Decree (May 13,

1951), our search was prlmanly aimed at
anvthing in this presentation in connectvow
with the November 7, 1942 decree w
might throw particular light upon the p
of our concern. Some little discussion oc-
curred, at the hearing, over the terms and
conditions of compulsory licenses.

At this point, it is ccavenient for us to
narrow our consideration of the causes of
action alleged in the petitions filed by USG
in the various other District Courts. These
petitions contain five Counts each in the
actions against Nationai and against Certain-
Tecd, and six Counts in th aoainst
Ebsary and Newark.” The irst two C
of all four petiticns are d1rect1y based «
the license agreements set forth in Article U
of the decree of November 7, 1949, Article IV
of that decree nuliified completely the li-
cense agreements listed in Article IT. This
nulhﬁcatmn did not create a status. Tt
simply declared a status which liad existed
since the granting of the license patents.
This Article was made effective pendente lite
by the Supreme Court in connection with
disposition o1 th:e appeal of the defendants
in the antitrust case (May 29, 1950, 339
U. S. 960) by enjoining any continued
performance thereunder. Article IV passo’?
into the Final Decree unchanged. The
effect of Article IV was to nuliify com-
pletely these license agreements. Iu this

situation, we determine that these two
Counts in all of these suits should bs en-
joined from f{urther prosecution becansc

r the suit against Ebsary and in that
inst Newark the additional Count (Count 6)
is for alleged infringement of a patent not

Trzde Regulation Reports

covered in any of the license avruements listed
in Article II of the Decree. We will later
herein determine as to these Counts 6.

67,813
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they clearly violate the express provisions
of Article IV. We are not impressed by
the contention of USG that these two
Counts are necessary or uscful to meet
I)T‘~3"\1"' factual situaticns which might arise
in the trials of these suits. Those Counts
state definitely grounds for claimed relief
and must be so regarded. This determina-
tion allows us hereinafter to limit and
concentrate attention upon the other Counts
of each petition. )

We turn now to matters in connection
with the formation of the 1949 decree which
theow light upen the period now involved.
In this connection, 1t should be in mind
tihur the four Petitionsrs here had ceased
paying rovalties (under the license agree-
‘ments) shortly after the first opinion of
the Supreme Court (333 Ul 364, March
8, 1948).

During the discussion
Tune 14, 1949, Mr. Miller,
Teed stated:

oot F My, Dallstream, who will fol-

low e, will prezent to Your Honors the
exact changes vwe desire to make in both
decre=z sented br the Government
and by 'L 5) which would give us the
decree we wonld be =atisfied swith and
which we hope that Your Honors will
adopt.”

at the hearing on
counsel for Certain-

Alr. Dallstr

“At IV, which United States Gypsum
has l=ft out- altogether, and has go
back over to page 7 and shown it lined
up with VIT -af tnc G rnment we

; 1 in- lieu of

Thereafter, eam stated:

Artiele IV of U, S G)D
Article IV ing in e 'Jctly the
languzge of the ddasoniic case be entered,
which would read as fo :

“*That cach of the |
in Article IT hereof

cense agreements
13 adjudeed

11
i

unlawiul under the anti-trust-laws of the
United States™ and is I and
void.

“CHIEF JUDGE b PHENS: You stggest

that in place of
‘Government?
“My. Dallstream:

Government
and Article I'V of United EE

Gypsum.

“Cxier JUDGE STEPHENS: Y es.
I agree with Mr.
¢ fact that

“Rr. Dallstream:
Finck that we caunot dodge the
whatever interpretation
the S*'p*pme Court’s decmon the majority
this court have decided that the mere

67,813
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plurality of ]1cense= accompanied by the
other features that existed in this case,
made those 2greements illegal and t‘hh
being illegal, they are unenforce'lble dld
are null and void.

“Now, we are faced with the dilemma:
What are we going to do about it: We
have got to have some new ones if we are
going’to be fair to the industry, to these
licensees, the pubhc, and to all concerred
and so, some provision must he mado,
and we think V and VI t@;c-; care of
that, and if we declare them mull and
void for these reascns, wh 1

h have been
recited in the previous paragraph of this
decree, that we have taken carc of t‘m
situation.

“In order that United States Gypsmmn
will have no -misunderstanding “of ruy
position, I want them to know that my
suggestion is in no sense based on any
hope or desire on iy part to get out of
any license fees during any interim p tod.
and if we can agree upon an approprial
license agreement, : my client is

we arc t the rovmnr
tever it upon ;
the time when we cc
oy a‘ms I just want to
to all that we are not attem
declaration of illegality of n to fnd
some way of avoiding the license fees
which during this none of us have paid.

cript, pp. 8220-82213.

In a PDpIV Memorandum filed by USG
(July 23, 1949), are the following statements:

“The defenddnt licensees can have no
purpose in making the suggestion i
each . patent license "be adjudged. 1
except to obtain''some advantage
respect to the use.of the p‘lten

capparently believe it will rel
from account.ncr for anything ¢
before or after the gupre'ne Cou
“sion.” (P.6.)

“{hey have
Gvpsum's patenr:
than if their licer | .
this litigation, V the cancellation
their present licenses they should on!
placed in statn quo to the extent that any
licensee desires to continue the use 0
any of Gypsum’s patents under which 1t
is presently licensed.” (P. 8)

“In the first place Newark secks 2
provision ’rhat each of the license ag
ments be adjudged unlawful under the
anti-trust laws and illegal, null and void.
which not only goes bevon; the scope
of the determmat.on by thls court upon
the motion for summary judgment -buf
has for its purpose an attempt to oe

13,

= by this

right 0’ any kind 10

Copyright 1954, Commerce Clearing House, Inc.
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relieved from accounting, as stated before

- in this memorandum.” (P. 9)

“National like Newark, is one of those
mmpames which seeks to have the entire
lic hsn_ contract declared illegal, appar-
ently believing it will relieve ‘them from
accounting with respect to anything done
before or after the decision of the Su-
preme Court.” (P.13)

It is clear from the foregoing quotations

inat the situation as to our period was

andum in cecmnection with the dis~
sion as to the scope and possible effect
what later becttme  Article IV, which
struck down. the licenses i fofo. USG thus

e\:r)re"vd -its apprehersion that the licensees-
. mmf‘ - sonte; purpo?e of avoxdmcf"a'q .

e
tex re c.o'ice“]ed am gloLau f:): tms
epprehension. was.-expressly. disavowed by
Hr.' Dallstrearn.  Nationil, Newark and

Ehszryrade no mention of the matter. No
party sought to have - it, specifically and:
separately, included in the decree of No-

wber 7, 1949,

[Licensing Agreements Dezlaved Totally 7 oid)

it is important to emphasize the matter,
in comsiection with which, these apprehen-

sions of USG s The main-
contention between e side) and
the Government and tne otl defendants

{on the other side) was whether the decre
should be confined, as to declaration of
illegality, to the price fixing provision in
the license agreements. Strenuously, USG
contended for such limitation. This appears
not only in its arguments and briefs in
cen
but in its original suggestions as to
pective Articles 111, IV, V and VI. As a
companion and resultant position, USG
urged that, while the existing agreements
should be cancelled, as of the date of the
decree, only the minimum price provision
should be declared illegal. The result of
and purpose of these contentions would he
to leave the agreements valid—therefore
enforceable—until entry of the decree, ex-
cept for the minimum price provision. It
was in this sctting and in relation to these
contentions, that USG expressed its appre-
hensions above set out. The contest was
whether the agreements were illegal only
as to minimum price provisions or  fofo.

he decree of November 7, 1949 declared

T

> Regulation Re
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It up at the hearing and in the USG -

parently; thic Luu 3

cotion with the June 14, 1949 hearing
Dros-

the agreements ‘‘illegal, nill in
entirety. )
The samne reasoning as to Article IV

would apply tﬁ the Final Dec“:e unless the
situation is affected by the later Supreme
Court decisions here or by what cccurred
in this Court on the last remand (in con-
nection with the entry of the Finzl Decree
here). We have examined the meager orig-
inal file (in the Clerk’s Office) as to =
took place in this Court after the r
cn the 340 1 '
except co\mur

ﬁled bv

ing upou
period- coverec1 by

forms aﬂd sl )
15, .1951 in “end. ,OHG\V the direc-
tions. of the Suprems g:zun as ¢1110m1cpd
in 340 T. S. 76. )

Supreme Court Opinion

Concisely sumnmarized, the three opinions
of the Supreme Cm:r ade lu; nﬂn\\
determinatios :
connection with the point 11 of this Op:‘l.C”
In 333 U. S. 364, the Court demr’eﬂ (1) th

the dafendants had
conspired—to control pr1ccs
olize the gvpsum indusiry:

instrumentalities created and empl
effectuate these purposes.were Lcen:; dsree—-
ments covering patents owned or controlled
by USG; and (3) thzt such agreements
covered control {a) of prices of patented

gypsum board (expanded in 340 U. S. 76

to cover gypsum products), (b) comntrol or
affection of prices of unpatented gypsum
products, and (c) contro! over terms and
conditions of sale and distribution thereof.
In the course of this opinion, the Cour?
announced that the motive—good izith in
reliznee on the belief that such agreemenis
were lawful under United States w. Genercl
Electric Co., 272 U. S, 476—did not such

patent exploitation as here found. case
was remanded for further proceedings.
Whern this Court granted a summary

judgment on this remand and entered its
decree, both the Government and the de-
fendants appealed. The Government ob-
jected to the decree as being too marrow.
The defendants contended their profler of
proof revealed jssues of fact which this
Court should have determined instezd of

167,818
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granting the summary judgment. The Su-

preme Court afirmed Article III of that

2 to the effect that sections 1 and 2 of
the Act had been violated; entered an in-
junction against “enforcing in any manner
whatsoever” the license agreemenis (339
U. 5. 960); and dismissed the appeal of the
defendants (p. 939).

On the appeal by the Government, that
_ourt altered and broadened some of the
provisions of our decree and remanded the
case “for further procesdings in conformity
with this opinion” (340 U 76, 95). Im
that opinicn there was no direct reference
to a situation-such as is now presented to
us arising from these USG suits; Article
IV yvas not changed.

In that opinion the Court  stated (pp..

X kK

88-90) :

Evaluating all of the foregomcr matters
and those now before us, we have some
doubt as to whether Article IV is firm
ground and it seems wiser to resolve those
doubts against the comen:;on that this
Article, by fair implicaiion, covors our siru-
aticr.  We are less dis ed in so resolv-
ing ¢ doubt by the consideration that we
can rzach the same ultimate rtesult over
~ground that we deam ﬁrm.

Newark and Ebsary

~In Footnote 9 hereinbefore, we have
referred to an additional Count (VI) in
the USG petitions against those companies.

This ‘seems an appropriate place to deter--

another
The first
covered in

mine that. matter and, also, of
fezture in those two petitions.
matter is whether the pate:
those Counts is included in 1}
defined -in Article 11 of the Decree. The
second i3 whether those two comp=znles are
"hable for infringement of that, as well as
other patents set forth in Covnts T to V
inclusive

As to the firs: of these two martfers. Ap-
plication for this patent was.filed by Roos
on August 15, 1929 and later assigned to

USG, to which the patent was issued on
June 18, 1936, This patent related to the

use of dextrinized starch in gypsom board
core composition and method of manufac-
turing same. USG contends that this patent
was nct included in any of the license
agreements with either of these companies.

This, the compantes deny. This patent (No.
2,044.401) was obviously an improvement

As such, we

167,813
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as paragraph 1
of these comp
Supreme Court, Dctoher
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“As 1o the
after entry of
and Certain-Tez
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have never
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Each of the

1
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st Newark and against !
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tation™
the Decree (as it presently is) with the right
and duty as to modification of the present
Decree. Although the same practical effect
might result from either “implementation”
or modification, yet the legal considerations
which control ‘and limit the use of each

~differ from those applicable to the other.
We think this divergence lies in the dif-

[erent purposes to be served based upon

_construction of different phases of a decree.

As to implementation, the search is for
the specific provisions or for the revealed
broad purposes and intendments of a decree.
If such search clearly shows such provi-
sions or such intendment, implementation

" “may—possibly must—be emploved. If such

does not appear, then resort may be had to
expressed or implied powers to modify, The
bases and the limits of the power and as
to the duty to mod if power exists) de-
pend upon some considerations which differ
from those governing-mplementation. We
think the difference between the two remicdies
is ekampled in Hughes v. U. S. [1952 TRADE

-CasEs §067,213}. 342 U. S, 353 at 356-8. The

purpose and the permissible function of an
order for modification of an antitrust decree
is to cover something within tl; broad pur-
poses of the decree but which, for some
proper reason, was not included in the
existing decree. Almost always, such modi-

“fications are concerned with remedies. Usu-

ally they concern situations which were

“either overlooked at the fime the decree was

entered or which have arizen or developed

after the decree.

[Power to ATodify]

Here, we have no doubt of our power to
Such power
being expressly reserved in Article X of
the Decree, we do not have to rely on any
general cquitable doctrine concerning the
powers of a court of equity to protect and

Cited 1954 Trade Cases
U.S. v. U.S.Gypsumn Co.

of what is claimed to be required by
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enforce its decrees, although these rteser-
vations in Article X express the purposes ci
the general equity doctrine, namely, to con-
strue, carry out and enforce the Decree.

However, any and all powers (¢
or implied) to medify an equity decree bk
other Iimits than “the length of the Cm.x
lor’s foot In this respect, we face
two contentions of USG: (1) that tl e situ
ation arising from ihe USG suits was 2
matter” “not then (when the Decrec was
entered) hefore the (this) Court or intended
to be decided by " and, iore
within the Final Decree; and (’) tu:t i
it is within the power of this Court to
moulf" the Dec,ee so as to enjoin iis suits,
“there is- nolsound, . equitable reason why
it should-be thus enlarged. These two USG
contentiond present the successive que:tioa;
of power te modify and of discretion in the
1se of any existing power,

(renerally speaking, there is no doubt that
z court of eguity has power to modify its
decrees so'as to make them fully effective.
USG argues and cites cases dealing with
the limitations on such courts in construing
their decree.® We may accept them as an-
nouncing the broad doctrine that a decree
may not be enlarged, beyond its 1
proper 'scope, by the medium of -modi

1)
m
joiy

':_,’
b;"
)

ie
-

ot

ther

e

Acation.

In examining this matter of power we
must not_lose sight of the character of a
decree in an antitrust case, While the gen-
eral legal rules governing modification of
decrees are not exempt from applicotion in
such cases, vet the character of such litiga-
tion permits——sometimes requires—a degree
of elasticity. This feature comes into exist-
ence because of the situation that such a
decree is designed vitally to change an un-
Jawful, but existing, economic arrangement
into such rearrangement as will remove
the unlawful features. In framing such a
decree, the Court is alwavs necessarily act-
ing with the Lnov'ledce that the remedies

0 Such rules apply to modifications. USG
presents them under the hieadings and citations
following:

“¢1) Injunctive provisions in a decree must
be precise and specific,”” citing Schine Chain
Theatres v. Uwiled 8tates [1948-1949 TRADE
CASES § 62,2451, 334 U. 8. 110, 126: Hartford-
Empire Co. v, United States, 323 U. S. 346, 410;
Swift & Co. v. United States [1944-1945 TRADE
C4ZES § 57,3191, 186 U. S. 375, 396, 401; Federal
Rules of Civil Procedure, Rule 65(d).

‘“(2) A Decree is limited in its application to
the issucs actuvally presented and intended to
be adjudicated at the time of entry,”” citing
OKklahoma v. Texas, 272 U. 8. 21, 43; United

Trade Regulation Reports

Shoe Muachinery Co. v. United States, 233 T, 8.
451, 460; Vicksburg v. Henson, 231 U S. 289,
268-273.

“(3) Plain and unambiguous terms of a de-
cree may not be extended or contracied by eon-
struction,’” citing Hughes v. United States {1932
TRADE CASES {67,2137, 342 'U. 8. 353, 357;
United States v. International Harvesier Co.,
274 U. 8. 693, 702-3; Terminal Railroad S, of
St. Louis v. United States, 266 U. S. 17. 27, 29;
Butler v. Denton, 150 F. 2d 689; Union Pacific
R .Co. v. Mason City & F't. Dodge R. Co., 185
F. 844, 8§52 (rev. on other grounds 222 U. 8.
237); St. L. K. C. & C. R. Co. v. Wabash R, Cc.,
152 F. 849, 852 (modified 217 U. S. 247).
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it then deems sufficient may, from experi-
ence thereafter, prove to be incomplete or
defective—either because of lack of fore-
sight at the time the decree is formed or
because of subsequent happenings or condi-
tions. In short, such a decree can rarely
crysteliize the entire matter. There must be
a measure of only gelling which is suscepti-
ble of modification. Such we think is the
teaching of Hughes v. United States {1952
Trape Cases 67,213}, 342 U. S. 353, 357 and
of United States v. Swift & Co. et al., 286
U. S. 106, 114, as well as other cases.

Therefore, the question here, as to power,
is whether the modifications urged by Peti-
tioners would be an improper enlargement
or {as contended by 13ﬂt?t?omers) are proper
to accomplish the purposes of the Decree.
The determinative test is whether or not
such modification is reasonably necessary
to effectuate the basic purposes of - the
Decree.

The situation he"e is- that ‘Article TV of
this Final Decree did not expressly or
urlnlmdlv cover the character of suits now
ht bv UqG for infringement or for
b o for quantumn sneruit.
It neither allo.xe't nor forbade such. It
simmply made no :cference to them at all.
Some months afier the Decree became ﬁnal
these suits were begun and 13t(.1' brought
our attention for action. .

[Chave, ‘hereinbef ore, dctermmed that
they invelved violations of the Decree as
to the first twvo Counts of each. We now
hold ve have iurisiction to co er
; [decree s Id be modified to
affect prosecution of e Counts for in-
fringement, for indebifafis assirpsit and for
quantum meriit. )

We think these “basic purposes” are to
be sought by consideration of the purposes
of this antifrust suit, of the opinions of the
Supreme Court, the proceed ags in this
“Court as to formation of a decreec on the
WO 1‘“maud~;, and upon the terms of the
Final Decree

Ly

his was an antitrust an_tlon chargmfr vio-
lations, by the defendants therein, of Sec-
tions-1, 2 and 3 of that Act. The Supreme
Court, in its three opinions (333 U. S, 339
U. S, and 340 U. S.), determined violations
of Sections 1 and 2 of the Act through con-

T 199
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spiracy to restrain interstate commerce zand
to monopolize trade therein in the gypsum
industry; that these results had been ac-
complished through concerted action under
eighteen similar patent liceunse agreements
granted by USG to the other defendants;
and that such license agreements were ille-
gal, null and void. To cure this sitization,
that Court afhrmed Article ITII of the No-
vember 7, 1949 decree of this Court and
enjoined defendants, pending further order
of the Ceurt, “from (1)} enforcing in any
manner whatsoever the provisions of their
current license agzmements fixing, mnain-
taining, or stabilizizg prices of gypsum
board or the termis and conditions of sale
thereof, and (2) from entering into or per-
forrning any agreement or understanding in
restraint of trade and commerce in gypsum
board among the several states in the east-
ern territory of the United States by li-
cense agreements to fix, maintain, or stabi-
lize prices of gyvpsume hoard or by license
or other concerted action arranging the
terms and conditions of sale thereof”
(333 11 S, 060) On November 27, 1930,
this 1ngunciion order was “eontinned in
effect until the -entry of a final decree in
the District Ccmrt »

1

In dlSCl‘lSSlI‘lU’ the duty of the trial court
in formulating its decree in an antitrust case
where conspiracy in restraint of trada and
monopoly have been determined, the Court
(in 340 U. S. 76 at pp. 88-90) stated

When the case coine back herz om this
last remand, this Court directed (order of
January 26, 1951) filing of suggestions, as
to form of decree, by plaintiff (Govﬁrn«
ment) and by the defeadants.

The violations of the Act are dec
in Article III, whick is the heart o
Final Decree. Ths other Articles
Decree concern the remedies and methods
which the Supreme Court and this Court
then thougl*t sufficient to cure the uniawful
conspiracy and monopoly. Article X per-
formed the function of expressly reserving
jurisdiction to take further action if experi-
ence thereafter should make such neces-
sary or advisable fully to effectuate these
purposes of destroying the monopoly and.
the “conspiracy and denying the fruits
thereof.

ok ok

P A
o
=
@
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dar the preceding point (II—Scope of
Article 1V) of this opinion, we have examined
such features of these items applicable to that
discussion. We will try to avoid *epetxtlon here
exCept 25 Clarlty may require,
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2 This extension order is contained in ths
coriginal mandate of the Supreme Court to this
Court on the remaund under its opimon in 340
u.s.

Copyright 1954, Commerce Clearing House, Inc.
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[Backgrownd for Modificaiion]

Tlhe practical situation pr"<“nt in this
matier of Modification counsists mainly of
tiie following:

(1) For some years extending into the
trial of this antitrust case, the psum in-
dnstry had been effectively organized so

tat prices and methods of distribution were
.,O‘ILO]]&.H through the medium of patent
license agreemnents covering patents an
applicaticns therefor owned or irolled
USG. These agreements were beiween
SG and each of the varicus other defend-
ts. The egreements included boih process
and machinery covered by the patents:

a

{2) Cn the first trial on the merits, June
15, 1946 (67 F. Supp. 397), this Court de-
termined that, under its construction of
Iinited tes o, General Eleciric Co., (272
. S. 476), the separate license agreements
were legal (pp. 421-441); and that these
agreements were made bona fides with no
alteri lOI‘ pmposc to vnﬂate the Act (pp.
r‘ D _l_

(€)) On appeal (333 U. S. 364), the Su-
preme Court reversed and remanded
March 8, 1948) ileciding that the industry-

\mde license agrecments, entered with mu-
tval 1\‘.m\1edge of the licensor and of all
es, under which prices
and  distr ¢ sthads would . be con-
trolled, bhx hed an wiewiel conspiracy
and monoply; and that “* * regardless
of motive, the Shermian Act barred patent
explouatlon of ithe kind that was here at-
teinpted” (p. 393).

(4) The Supreme Courr asserted
course, this appezl must be consi
a reccrd that -assumes the validity of all
the patents involved” (33J U. S. at 388).
No change was made in that “record” i
any subsequent proceedings in this Court.

>

“Of

{37 Almest immedia following this
opinion of the Supreme Court, each of these
four defendants stopped paying accrued
or future royalt
use of the paients covered by the license
agreements. No pavments of any kind
were made until new compulsory licenses
were granted, under the Final Decree, to
National and Certain-Teed—Ebsary and
Newark did not take out new licenses.

(6) The manuiacturing plants of the
licensees had Dbeen and were organized for
use of these patent-covered methods,

Trade Regulation Reports
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‘apprehension that

* conspirators should,

ered on”

or paying otherwise for-
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(7) In the proceedings in this Court in
regard to the formation of the November
7, 1949 decree, issucs were presented as
to whether the then license agreements
should be nullified entirely or in a limited
or qualified dezree. It was in this con-
nection, that USG argued for a limited or
qualificd prohi ; and made known its
an entire nullification
might affect its espectation of receiving
compensaticn for the use of its patents by
the licensees during our period. - This Court
framed &octicle IV nullifying the license
agreements entitrely, as being illegal. '

(¥ On the def
decree, the QLD €1
T1I zand entered
U. S, 260).

ants’ apreal {rom that
Court affirmed Article
injunction order (339
In this injunction the Couort

expressly forbade defendants from “en-
forcing in any manper whatsoever” the

existing license agreements and this status
was thercafter continued up to the FHinal
Decree.

(9) On the Governument's appeal, the Su-

reme Court 3nn0Ln"ed (340 U. S. at 87)
thaf “good intentions” in the situation of
this case was no defensc; and- that here
{p. 8%) this Court had the duty of com-
pelling action to “cure the ill effects of the
ifllegal conduct'—-such action not being
“limited to prohibition of the proven micans
(italics added) bv which the evil was ac-
lished, bt G
prac (ices conneciod i
actually found to bLe illegal
so far as practicable,
be denied future benefits from their forbid-
den conduct.” The Court stated (340 U. S.
at 89) that “in resolving doubts as to the
desirability of including provisicns designed
to restore future freedom of trade, courts
should give weight to the fact of conviction
2s well as the circumstances under which
the illegal acts occur.”

*

Considering 3 situation, we think the
Final Decree should he modified to include
a denial of recovery upon the infringement
Counts of the USG petitions. Qur reasons
for this deterrsination are as follows.

The basic thing which made this con-
spiracy and monopely possible was the
existence of the patent (owned, controiled
or applied for) situation. It was the un-
lawful use by defendants of the monopoly
rights, normally inhering in patent grants,
which violated the superior rights protected

167,813
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by the antitrust Act. One result of this
unlzwful use was to create an economic
situation where the conspirators—other
than USG—had conditioned their business
operations upon the continued use of these
patent rights which had been given them
by the license agreements. When the Su-
preme Court (333 U. S. 364) determined
these license agreements to be violative of
the Act, these licensees were placed in
an uncertain and perilous position. They
were operating based on the licenses which
were declared violations of the Act. They
elected to disregard the license agreements
and to gcoutinue use of the patented devices
and methods.

We think a close parallel—if not indeed
a here controlling guide—is ito be found
in the two Hariford-Empire cases [1944-
1945 Trape Cases {57,319}, (323 U. S. 386
and 324 U. S. 570). In 323 U. S, one of
the two broad issues was \Vh&ther “the
provisions of the decree are right” (p. 393).
The District Court had appointed a receiver
of Hartford pendente lite, whose duties in-
cluded . receipt of roya ties from patent li-
- exisiing ficenzes from Hartford.
A pro\tsluu of the dscres was that these
royalties shﬂ" d ‘) 4] 1o the licenseces
when the ¢ lisposing
of this pr
that the rece wcr:htp should be wound up;
znd “The rovalties paid to the receiver by
Hartford’s lessees may, unless the District
Court finds that -Hartford has, since the
entry of the receivership decree, violated
the antitrust laws, or acted coatrary to
the terms of the final d« as modified
by this opinicn, be paid :n Hartford.
In any event Hartford should receive out
of  these rovalties compensation on a
quantiin weruit basis, for services rendered
essees.” .

The - second appeal [1944-1945 ° TrADE
1’373”“ (324 U. S. q/ﬂ) was upon
n of the Government “for clarifica-
o o reconsideration” of the opinion on
the prior appeal. The Court (p. 571) quoted

o

Court D cisions
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11) directed

{1 Am. Jur. p

from its prior opinion what we
above quoted. The Court (p.
posed of the matter as follows:

3 B *

The here particularly applicable part of
this quotation is “Fw view of the modifica-
tions required by the opinion of this court,
such licensees must pay reasonable rental
and service charges om a guuwstum eruit
basis (leaving out of consideration eny amount
otherwise payable for the privilege of prac-
ticing the patented inventions tuvelved) in re-
spect of the machines used in the interim”
(italics added).

We think it a fair deduction from the
sentence just quoted, that the Court had
in mind the differences in the bases of re-
covery in guantum meriii and for infringe-
ment; arid also the differences in measurement
of damages or recovery for infringement ™
and on guanfum meruit. The prayer on
these iniringement Courts is for “not 1less
than a reasonable royalty.” )

Both because of the practical aod legal
situation here, and, zlso, the teaching in
Heariford-Frntire c ~we think the Il
Decree should be modified to cover prohi-
bition from prosecuting the USG suits in
so far as they are based on patent infringe
ment during the penod covered by thos
suits.

:»/2} dl-:~

[dction on Contrac ts En]mr'ed]

Count IIT of USG petltmns is @ common
law action of tndebitatus assumpstt based on
a pleaded express contract. That. contract
and the relief sought so stated and
designed to bring about the identical re-
covery that would be realized had the
zctions been for recovery upon the royaities
provided in the illegal cements, This
is but a lefthanded,
recovering such royaliies
action are a means of admis
rather than an cnd in thems g o
wQD) The Decle; should
be ‘modified tn enjoin prosecution of thiese

Courts (Count III).

indirect method icr

1 e

J;‘O ITS <

2 This infringement Count V in the USG is
brought under 35 U. S. C. A. §67 which au-
thorizes up to treble damages recovery. These
Counts allege willfui, deliberate and persistent
infringement.

1t This situation reminds of the ex messxon in
Iufernational Salt Co. v. U. 8., 332 U. 8. 392,
where the Court stated:

©% = ¥ The District Court iz not obliged to
assume, contrary to comraon exnperience, that a
violator of the antitrust laws will relinquish the

167,813

fruits of his violation mdre completely than the
court requires him to do. And advantszes
already in hand may be held by methods more
subtle and informed, and more difficult to
prove, than those which, in the first place, win
a market. When the purpese to restrain trade
appears from a clear violation of law, it iz not
necessary that all of the untraveled roeds to
that ens be left open and that only the worn
one ke clesed.””

Copyright 1954, Commerce Clearing House, Inc.
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{Quantitn Meruit Recowvery for Patent Use]

Count IV of USG petitions is for quan-
fuin merudt covering the use of the patents,
Under th:. Hartford-Empire opinion (324
.8, 372), we think this Count is
proper and prosecution thereof should not
be enjoined unless USG is barred by un-
purged misuse of its patents.

‘\/0

1V—Misuse and Purge

Inn all that we have heretofore stated in
- this opinion, we have laid aside considera-

of the related “issues of misuse of
tents by USG and of ‘purge of misuse.
sues are now to be examined. We

b state the perfinent legal rules
zid then the factual situation to which the

rules are tc be applied.

Tie Lot

t is an age-old doctrine of Equity Juris-
prudence that equity will deny use of its
powers to a wrongdoer. This is the doc-
trine of “unclean . hands”., This rule
applicable where the owner of patent rigl
seeks to extend those rights beyond the
limits of his patent monopoly. This is the
doctrine of “misuse” of patents. This does
sot nullify the patent Lut prevents eu-
iorcement of it. Because of the nature of
patent grants and because of the nature of
this equity doctrine, such cwner inay,
future protection: of his rights and
the baleful effccis of the misuse have bee
fully dissipated, relieve himself .of this
impediment by ceasing the. unlawful -use.
This is the doctrine of “purge”’. These
rules apply to whatever the. form of the
suis by the patent owner may be (Edward
iger Co. v. Chicago Metallic Mfg. Co.
{1945-1947 TrRADE (Asss 737,524], 229 U. S.
394, 399-400).°

15
S

Cited 1954 Trade Cases
U S U8
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The Facts

The issites as to jacts are: (1) whether
there was misuse; (2) whether, if there
was misuse, it is shown as matter of law;
and (3) whether, if misuse existed, it is

shown, as matter of law, to have been
purged before this period or is yet an
undetermined 1ssue of fact.

" We think there was misuse by USG,

as maatter of law on the facts here, which
has not been purged. - The reasons for these
conclusions foliow. The Supreme Court.
17, S, 364) determined that USG had

~d its patents to create various un-

Taw restraints effecting monopolization

ol the entire gypsum mdustry. This mis-

use extended to price regulation, to sup-

pression ¢f related or similar unpatented

products. znd te regulation of methods and .
agenvies of distribution. Thé effective in-

strumentalities used by USG were patent

license agreements containing various re-

strictive provisions.

One - such

ann

(JJ 3
misu

(covering prices)
liad not been u for some years (since
1941) bt the right to use had not been
abandoned but-express!y retained.

DIOViSion

In connection with formation of the first
decree (Noxcmber 7, 1249), USG opposed

stremuous!y auggested pm\ ision declaring
the Iiceni;a agreements “Ulegal, null and
void”. It continded the preovision should

¢ the “mini-
censes to be

go no further tﬂan to decla
™mum price pro * of the
“illegal” and
cancelled *and fermina cuggesung
the braader prov ml)u hﬂu “he purpose to
relieve the licensees “from accounting with
respect to anytiing done beforée or after
the decision of the Qupreme Court” (ifalics

ST

~added).

On the-appeal of the defendants (339
U. S. 960), that Court enjoined defendants

35 Some of the cases applying or illustrating
the Iimits of the matters in this paragraph are
United States v. Naiional Lead Co. [1946-1947
TRADE CASES ¢ 57.575], 332 U. 8. 3i9. 335;
Bruce’s Juices v, American Can Co. [19483-1947
TRADE CASES (57,5531, 330 U. 8. 743, 755;
Edward Katzinger Co. v. Chicago Metallic 2Mfg.
Co. [1946-1247 TRADE CASES 957,524}, 329
U. 8. 334, 398-402; Transparent-Wrap Machine
Co. v. Stokes & Smith Co. [1946-1947 TRADE
CASES ¢ 57,532], 329 U. S. 637, 645; Hartford-
T“mpzre Co. w. United Slotes [1944-1945 TRADE

ASES { 57.519], 324 U. S. 570, 5715 Same v.
Sa'me [1944-1545 TRADE CASLES 9 57,319], 323
U. S. 386, 414-419: ilercoid Corporation v. ilid-

Trade Regulation Reports

Continent Invest. Co. [1844-1945 TP..ADE CASES
f67,201], 320 U. 8. 661, 665-672; Sola Flectric
J rson Electric Co. [“1 11943 TRADE

CASES . 56,245], 317 U. 5. 173, 175; Morton Salt
Co, . S. Suppiger Co. [1%40-18343 TRADE
CASES .{ 56,1761, 314 U. S. 488, 491-494; B. B.

Chemical Co. 2. Hlilis et ol. [1940-1943 TRADE
CASES § 56,17’7], 314 U, S. 495; Leitch Mfy. Co.
v. Barber Co., 302 U. S. 438, 461-463; Altoona
Publizx Theatres v. American Tri-Ergon Cor-
poration, 234 U. S. 477, 493; Carbice Corp. of
America v. American Patents Developmeni Cor-
poration, 283 U. S. 27, 31-35; Continental Wall
Paper Co. v. Louwis Voight & Sons Co., 212 U. 8.
227, 256 et seq.
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“from enforcing in any manner whatsoever
1 1e provisions of their current license agree-
ments ¥ * * This order was made May
?9 1950 and continued i force until the
Final Decree (May 15, 1951).-

In each of the present USG suits, Counts
I and II are expressly based on the old
license agreements and seek to recover the
rovalties provided therein in the amounts

provided for and measured by those agree-
men*:,. (_ounfs TII and IV are, resp=ctively,
aCthnS of lndebifatus assumpsit and quanton
posed on the same underlying factual
situation created by the license agreements.
The amounts scught in each of those two
Counts is precisely the same as stated in
Counts ¥ and IT—in Count ITI, the amount
is measured as in the agreements. Count
V (also Count VI in Newark and Ebsary
suits) 1s for infringement based on deliber-

ate infringement and praying recovery for
an amount (“not less than a reascnable.

o"altv”\ which exactly ecua'< the amount
! by the © greemernis.

We thmk this course of conduct, as clearly
shown by the proceedings of record in
the antitrust case and in these suits by
USG, must be construed .as meaning that
USG has continued to misuse its patents
by seeking recovery, directly and indirectly,
on the illegal license agreements up to this
time. We think we should exercise our
discretion and -entertain these petitions on
the ground of preventing a multiplicity
of actions which affect the complete effec-
tiveniess of the Final Decree; and that
USG should be enJo.ned from further prose-
cntion of these actionms.

[Alleged Purging Acts]

USG urges that “this Court on the record
before it knows of a number of facts any
cne of ‘which constitutes evidsznce of purge
at a time prio: o May 13, 19517 USGC
then discusses five of <uc‘1 facts, with the
reservation that they are “only mustradve

1 The ‘potential power”’ (Ethyl Gasoline
Corp. w. United States, 302 U. S. 436, 458)
remained.

7 Counsel stated that the first decision of the
U. S.) ‘‘came as quite a
t t;e oid industry. We swere not ex-
acting tha And everybody stopped in their
tracks as far as these license agreements Were
concernad.

“The licensees stopped paying rovalties, They
stopped making reports. As National in its
petition sets out, they stopped doing anything
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and not the only or exclusive facts showing
purge.” In spite of this cautionary reserva-

tion, we must conclude that USG is pre-

senting here those matters which it regards

as most potcut in showing purge.

The first of these five is that USG did
not fix prices, under its licenses, after
July 8, 1941. This is true. However, its
effect is dissipated by two considerations:
first, the notices that minimun prices hal-
letins would be smspended included the
statement that such suspension would con-
tinue “until we decide again to exercise
our right to do sa”;* and, second, this
price fixing provision is inseparably joined
with other provisions found wviolative of
the Act (Edward Katzinger Co. v. Chicago
Metallic Mig. Co. [1946-1947 Trape Cases
57,524], 329 U. S. 394; MacGregor . 1V zst-
inghouse Elec. & Mfg. Co. [1946-1957 Trape
Cases { 57,5251, 320 U. S. 402).

The second claimed purging act is base
on the claimed acquiescence of USG o the
repudiation of :he iliegal agreements b
Petitioners foilowing the first appeal (333

. S.)." The record herein does not support
the claim that USG “acquiesced” in these
cessations of payvinents by Petitioners. The

Q..

-KD

.position of USG at tbat fime 1s more ac-.

curately described, by one of its counsel, at
the argument before us* Thereafter noth-
ing appears.bearing on “acquiescencs"
the hearings (Juns 14, 1949) and the memo-

a1
Nt

randa in connection therewith in respect
to the summary judzment. and resultant
form .of decree ic be entered thereon. In

USG not only did not
claim that the licenses had been z:scmded»
but it urfrcd strongly that only the mini-
UM puce ‘fixing provisions were iilegal
znd that, in all other re;pects‘ the license

that ‘connectxrm

agreement should be “cancelled” only as
of the date ot fecree to be entered. At
that time and -thereafter, it made clear

4 to have and waived no

rights to have “compensation” for the use

under the license, becausé the Supreme Court
had held them unlawful.

“USG likewise did nothing to try to en-
force the license agreements. We just sort of
were in a status gquo during that period there
as far as taking any acticn. No action was
taken by us to enforce thern. And that is why.
in answer to your question, I wanted to pos
pone it to explain that situation. And that
was that no effort was made to audit the books,
no royalties were paild during this thres-yvear
veriod that is involved in this litigation cut in
Jowa, and New Jersey, and New York.'’

o
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nts; however, there was no sug-
to what form enforcement of

would take ¥ not voluntarily
until these USG suits were fled
Was d*at -Tldd(, clear. Such suits included
""mv‘ mcoxery under the unlawful
Hrou"hout there is no basis.
clalmcd ‘acquiescence”.

the spring of 1949
of new forms of
Those P’:f“ :red forms of licenses
effective as acts of purge, as to

for two -reasons. First, they
ntend ta  bhecome . effectne’
r of the décree becanse i

-‘irne t 'u le un awﬁ_l li

Cf the:
USG “on ;
u¢C\ differed in “several re
o thc fcrnin. approved by the Sul‘rc
Cod t {340 U. S. 76). Tnat Court {p.
found the definition of gypsum board too .
Testri tlve, and also the time limit for
cmp]\'mg ior uew licenses {pp. 93-4).

claimed act of

purge is that

“unless the
in whicl event it
appeal, in self

decree of N
Government
: t it would
" defense.”
decision
by the Government should in any way
affect this matter of purge is not clear to
us. The two appeals (USG and the Gov-
rumment) involved entirely different legal
issues and situations. USG appealed from
the entry of any decree “on the ground
of their right to introduce material evi-
deme” (340 U1, &. at p. 82); the Government
‘:Olef}‘ in an effort to have the
e District Court decree en-
(340 S at p. 82).

The fifth purgmg act (or situation) is
that the Supreme Court (339 U. S. 960)
enjoined TJSG, on May 29, 1950, from “en-
forcing in any manner whatscever” the price
provisions of the license agreements.® USG
relies upon Standard Ot Co. v. Clark [1946-
1847 Trave Cases 67,6151, 2 Cir, 163 F.
2d 917, 927, cer. den. 333 U. S. 873 and the
wo Hartford-Empire cases [1944-1945 Trape

ap}‘Fa‘u,.
be required to

Why either this unacted upon
not to appeal or why an. appeal

Cited 1954 Trade Cases
U .5 v U.S. Gypsum Co.

e

69,643

Cases 57,3191 (323 U. S. 386, 411 and 324
U. S¢ 570, 572). In none of these citations
was there found zny attempt to extend
unduly a patent monopoiy beyond thse
entry of the final decree in the antitrust

litigations there involved. Tn each of these
cases, the doctrine patent misuse and
purge was was found not

effective in th~ gitt .:uiun then before those
Courts. The USG suits now v)cndiﬂg show
conclusively that even vet it is striving to
enforce the rovalty pr of the ille
Daten license agreem

- \We think sdch an ttempt is clear 1i<use
ite. patents; that 1" mistise yet con-
es; znd that to zilow brosectition . of
these suits woold weaken the effectiveness
of the Final Decree: As to Guonium meruit
Counts of the USG peu iords, we think 1t
will be sufficfent if we enjoin-farther prose-
cution on the basis of preventing recovery
in a muliiplicity of suits wherein the mis-
use of the patents wh were involy
in this antitrust suit is shown, as mattes

{ law, to exist and not have been purged.

o

Conclusion

O 1 ultimate conclusions upon the issues
here are as follow: (1) that we have juris-
diction to entertain and determine the is
presented by Petitioners; (Z) that the ru,d‘
Decree should be modified as indicated in
point “IIT—Modification.” of this opinion;
(3) that further prosecution of z2ll Ceunis
of the USG suits should be enjoined.

Petitidners are granted thirty days from

the filing of this opinion, to serve upon
opposing counsel and to file with this

Court, suggested form of decree and form
Conclusions and Fin

[Dissenting Upinion]

Corz, Judge: In reaching = different con-
clusion from that presented in the majority
opinion, I find it advisable to present this
statement of my reasons therefor, which
statement becomes brief because of the ex-
cellent rehearsal by my colleagues of the
background and present status of this litiga-
tion.

As so aptly stated by thie United States.
in its brief, “of course, when a court's
jurisdiction is drawn in question this is the

cormection with this
that this ijunc--
g and extended to

S While neot materi
contenticn of purge, s 1
ticn went beyond price fixi

Trade egulation Reports

“h
the terms and conditicns
sum board)."”

v license or other concerted action arranging
of sale thereof (grr-

167,813




69,644
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threshold question in the case.” This liti-
gation was initiated, as the title indicates,
by the United States as the sole plaintiff
and was against the defendants now appear-
ing as defendant petitioners herein except
USG which appears as defendant respond-
ent thereto; also, initially, it had as its
basis the protection of the public interest
in enforcing provisions of the antitrust laws.
The final judgment, entered therein after
many years of intensive litigation, found
against all defendants in language clear,
concise, and completely capable of inter-

pretation to meet any applicable situation

growing out of the relationship which was
the subject matter thereof. Infer alig, it
adjudged unlawful onder the antitrust laws
of the United States, and illegal, null and

wvoid cach of the license agreements listed

in the decree.

is my view that the United States can
the sole spokesman for the public
rest. Buckeye Coal & Railway Company
of al v Hockmg Valley Railway Company
et al, 260 U. S. 42. While there Lave buen
sitnations, such as in the case of Missouri-
Kansas Pipe Line Co. v. United States et al.
[1940-1943 Trape Cases 756,103, 312 U. S.
502, which might be construed, to some
extent, as tending to contradict the rule

taid down in the Buckeyve case, supra 1 do

not <o regard it.

Articie X of the decree in this suit i3
quiite broad in providing that the parties
may apply to this Court “at any time for
such modifications, vacations or
directions as may be neces * Or appro-
priate (1) for the construction or carrying
out of this decree, and (2) for the enforce-
ment of compliance therewith,” but  this
dozs not, in my opinion, contain the right
for the defendants to stand'in the shoes
of, or even with, the United States as a
neotector of the public interest in litigation
of this character and, in so doing, settle
their own private differences. Likewise,
such litigation, initiated by the United.- States,
will not permit the main action to be
encumbered with extraneous issues of a
private nature. United States v Columbia
Gas & Electric Corporation et al., 27 F. Supp.
116,

The opposite viewpoint looks for support

to Missouri-Kansas Pipe Line Co. v. United
States, supra, which was an antitrust pro-
ceeding wheretn 2 cousent decree was en-

67,813

tered under which: consent decree a stockholder
of the defendant corperation had the right
to become a party which right he sought
to exercise. The Attorney General approved
the plan presented by the petitioner for
modification of the original decree. It is
significant that tke court in dealing with

this phase of the ltigation said:
zre told, “is beliz

* This, we 3

to satisfy the puhlic interest,” and so the
Government desires to sustain the action
of the court below withount further litiga-
tion. We recognize the duty of expedi-
tious enforcement of the antitrust laws.
But expedition cannot be had at the
sacrifice of rights which the original de-
cree itself estabhshed We assume that
the district court seill adjust the right
which belongs to Panhandle with fuh
regard to that public interest which
underlay the originzl suit.

Following a rehearsal of the chronclogi-
cal course this lengthy controversy pur-
sted, the United States, m its ’hrﬁr made
this statement;

® ok

It is, of course, probable that the courts _
in which suits have been brought will
give effect to this Court’s judgment and

dismiss, becan:ze of the judgment, all

claims hased on the voided llcenw agree-

ments. ¥k Kk .
* ok E3

* * * The position of the United States,
as set forth in its petition, i1s’ that said
final judgment bars enforcement of any
claim based in whole or in part upon
any license agreement thus adjudged
null ‘and void, and that suit to recover
upon any such claim constitutes an at-
tempt to defeat the Court’s final judg-

The petition prays, by way of
ief, that this Court enjoin USG from

asserting any claim, and from maintain-

ing, insti uting, or threatening to institute
any action, based in whole or’in part ¢
any license agreement which the Cowrt
had adjudged illegal, null and wvoid

The United States stated in its petition
that it takes no position to whether

USG’s alternative claims for recovery on

a quantum meruit basts or for infringe-

ment, as wmade in the four forcgoing actions,

are barred by Thzs Court's final decree of

May 15, 1051, ‘or as to whether this

Court should enter an order enjoming

USG from prosecuting such alternative

claims. (Ttalics supplied.)

Just why this court, under the circum-
stances, should feel called upon, im view
of the Government's position, to restrain
prosecation of the peuding suits in the

,

T

o
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M-S Rosenblumv, FTC
ceveral vict courts and take upon itself  censtruing and in erpretmg the meaning
the adjudicaticn of the controversy hetween  of the judgment pa sed in these proceed-

the defendants when that controversy in-  ings, as applied to ihe pleadings and factuzl
volves issues, such as the right to recover record Subsequeml; to be developed in
under Qianfusn sneyiit or infringement, as  those courts, and rule thereon accordingly.
leoe . 3 e - .

@he;ql_. wher’. the G(;\r_:mment as jtl}e spla I do not find the situation bhefore us
protector of the public jnierest in litigation ;

i this charzcter d

tioners in such request for this court to de m.c..}. conceivable type of litigation which

ce at least suggests that sight develop between the defendants and
Pope of the decre: handed own out of the relation-

presumed toh ’\\”’

R proceedings, 1 do not appre- ship Weither do T find the
- crate, coutt estrdmed the rosecu- existing 16 be one calling for
tion ot o uis 1o the exwent that o resort to Article X of the-judgment of this
; " or ands fhe TE%- court in order-toconstrue, carry out, or
Le-within tha enjorce said- mé?frﬁent Inhercnt power.
? mf rrgqht rests with this ¢ zhways in proceedinigs:
an L G of this chuaracter enforce. its” judgments
when such “app ) adv saoic I do. not..
however, find meed” for the application of
-~ such power in the:e pr'ogeedings;

o ; as one requiring this court to spell out
wot jom the peti- i, qupplementation of its original decree

cotrts.  Thus, ‘the =

\"OLL 1l continue as
Also, tiw In the light of the Fﬁrﬂfroing expression
of my views, I- “Aind it unnecéssary to dis-
cuss other pomt,i argued in the case’

1
i

,
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