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CoreaTE v. WesTERN ErrcTRI0 MaNUF'e Co.?
(Circust Court, 8, D, New York. July 19, 1886.)

1. PA‘TENTB FOR INVENTIONS—DAMAGES FOR INFRINGEMENT—ROYALTY—LICENSE

EE.

Royalty faid by licensees for the right to use a patented invention is not
evidence of damages sustained by the patentee by the sale of the patented
article sufficient to authorize a recovery.

2. BAME—RIGHTS UNDER, DISTINGUISHED—INFRINGEMENT OF THESE RIGHTS.

The value of some patents consists princif)ally in the right to use the inven-
tion; the value of others, in the right to sell; and infringement by selling and
infringement by use of the patented article are essentially different invasions
of the patented property.

8. BaME—RovaLTY FOR ExcrLusivk LicENseE Nor EvipENCE oF Damaee BY Oc-
CABIONAL SALES.

Royalty paid for the whole monopoly of selling and manufacturing under
a patent is not sufficient evidence of the value of the right to make occasional
sales in a particular territory. Le Baw v. Hawkins, 2 Barn. & Adol. 561.

4. BaMm. -

An exclusive licensee may well afford to pay a much larger consideration
for the property right than the patentee could command from purchasers of
a license to compete with other sellers. - .

§. SAME—LICENSE T0O MANUFACTURE AND SELL—COVENANT NOT TO Sum PuUr-
CHASERS FROM LICENSEE.

A covenant not to sue purchasers of the licensee, contained in a license to
manufacture and sell a patented article, operates, by way of estoppel, to
license the purchaser to use such article.

8. Same. )

A covenant not to sue purchasers from a licensee having the right to make
and sell a patented article is equivalent to a license to sell, and transfer to
purchasers the right to use, the article.

7. BaAME—RovarTY PAD ¥FOR sUCH RIGHT NOT CRITERION OF VALUER OF ORDI-
NARY SELuING RieHT.

Royalty paid for a license to manufacture and sell, and containing a cove-
nant by patentee not to sue purchasers from licensee, is not the criterion of
value of an ordinary selling right, because the right to sell might be of insig-
nificant value without such covenant. '

In Equity.
Betts, Atterbury & Betts, for complainant.
George P. Barton, for defendant.

Wanrace, J. The master has awarded damages to the complain-
ant, upon an accounting for the infringement of his patent for insu-
lated wire, upon the basis of a royalty. The infringement by the de-
fendant consisted in the sale of the article. The proofs for the com-
plainant may show that he has an established license fee for the use
of his invention, but they wholly fail to show that he has any uni-
form established license fee for the right to sell the article. The
complainant testifies, in general terms, that he has an established
license fee, and grants licenses to sell his invention for a royalty of
10 per cent. upon the gross cost of the article sold; but he names as

1Edited by Charles C. Linthicum, Esq., of the Chicago bar.,
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licensees several corporations, railroad and municipal, not manus
facturers or frading concerns, whose operations may require them to
use the invention, and, when he is pressed to produce documentary
evidence, he presents agreements which are licenses to use the inven-
tion for specified purposes, with the exception of four,, Two of the
four are releases of past infringements.

Royalty paid by licensees for the right to use the invention is not
evidence of damages sustained by the patentee by the sale of the
patented article sufficient to authorize a recovery. The value of
some patents consist prinecipally in the right to use the invention;
the value of others, in the right to sell; and infringement by selling
and infringement by use of the patented article are essentially differ-
ent invasions of the patentee’s property.

The complamzmt 8 case consequently rests on the effect of the two
remaining agreements introduced by him for the purpose of showing
his established license fee for the right to sell under his patent.
These are the agreements with the Bishop Gutta-percha Works and
the Laflin & Rand Powder Company. The agreement with the Bishop
Gutta-percha Works grants the exelusive right to manufacture and
sell the patented article to that company, and contains a covenant
not to sue purchasers from that company buying for certain speci-
fied uses of the invention; and in consideration therefor the com-
pany is to pay a royalty of 5 per centum of the gross price received
from sales. This agreement was subsequently modified by adding a
covenant not to sue pu1chasers from the company for certain other
specified uses of the invention, and by increasing the royalty on the
sales to purchasers for such uses to 10 per cent. of the gross price
received by the company. The agreement with the Laflin & Rand
Powder Company is a grant of the privilege to manufacture and sell
the invention to purchasers, for specified uses, with a covenant not
to sue such purchasers, and the company agrees to pay a royalty of
10 per centum of the gross price of manufacture to the complainant,
and an equal royalty to the Bishop Giant-powder Works, which com-
pany is a party to the agreement.

Royalty paid for the whole monopoly of selling and manufacturing
under a patent is not sufficient evidence of the value of the right to
make occasional sales in a particular territory. La Baw v. Hawlkins,
2 Ban. & A. 561, An exclusive licensee may well afford to pay a
much larger consideration for the property right than the patentee
could command from purchasers of license to compete with other sell-
ers. But, aside from this consideration, which is alone sufficient to
deprive the agreement with the Bishop Giant-powder Works of any
weight ag evidence of an established royalty, the agreement contains
a covenant not to sue purchasers from the licensee. The agreement
with the Laflin & Rand Powder Company contains & similar covenant
upon the part of the complainants. Such a covenant operates, by
way of estoppel, to license the purchaser to use the patented article.
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Both of these agreements are therefore equivalent to a license fo sell,
and transfer to purchasers the right to use, the invention for the
purposes specified. Royalty paid for such an interest in the property
right is not the criterion of the value of an ordinary selling right.
The right to gell might be of insignificant value without such a cove-
nant as is contained in these agreements. Ordinarily it would only
be a right to sell a lawsuit, or the limited privilege of selling to
customers having a license to use the article. With such a covenant
the value of the right is greatly enhanced, because the seller can
transfer to the purchaser the privilege of using the invention.

There are other reasons why these two agreements fail to afford
such evidence of a uniform established license fee as to entitle the
complainant to the damages found by the master. It is not neces-
sary for present purposes to suggest them.

The defendant’s exceptions are sustained.

Tee Ciry or Mzxico,
(District Court, 8. D, Florida. April 19, 1886.)

1. Pr1izE—LIBEL—WAR.

To sustain a libel in prize, a state of war must exist. A vessel captured for
engaging in piracy becomes a prize on account of the universal war pre-
surlned to have been declared by the pirate against commerce and human kind
at large.

2. BAME—Two LiBELS—PRIZE—FORFEITURE

Where two libels have been filed by the United States against the same ves-
sel, the one in prize, and the other for forfeiture under section 5283, Rev. 8t.,
the government cannot be required to elect to proceed upon one of the two,

- and abandon the other. Co
8. SAME—*FURNISHING” AND “FITTING OUT” VESSEL.

The terms “furnishing” and “fitting” have no legal or technical meaning
whick requires a construction different from the ordinary acceptation in
maritime and commercial parlance.

4. SaMp—WaaT COoNSTITUTES OFFENSE.

It is not necessary, to constitute an offense under that section, that the ves-
sel should be armed or manned for the purpose of committing hostilities be-
fore she leaves the United States, if it 18 the intention that she should be so
fitted subsequently; so there need be no evidence of such arming or manning.

5. SAME—FORFEITURE DECLARED.

The facts and circumstances of this case considered, and decree of forfeit-

ure granted.

Heard upon two libels, the one in prize, the other for forfeiture for
violation of section 5283, Rev. St.

Livingston W, Bethel, U. 8. Atty., and James Parker, for the United
States.

The United States cannot be required to elect one proceeding, and abandon
the other. The vessel, if a prize, belongs half to the captors, and half to the
United States. If forfeited under section 5283, the informers have a right
to a moiety. Both captors and informers may claim, therefore, to have the
question of prize or forfeiture determined; and the governwment cannot, by
2lecting one procedure, bar the right of those claiming under the other.




