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PLAGER, Circuit Judge.

This case addresses the tenson between the rights of a patentee seeking aremedy and the rights of a
competitor seeking recompense for litigation that is claimed to be anticompetitive and violative of the antitrust
laws. The didtrict court denied the dleged infringer's motion to amend its answer to acomplaint of patent
infringement. The amendment was for the purpose of adding a counterclam for antitrust violaions. The
didrict court aso denied amotion for restitution for losses caused by awrongful injunction arisng out of the
origind infringement suit. We affirm.

BACKGROUND

This court has dready told much of the rather tortuous story of the litigation surrounding thisinvention. See
FilmTec Corp. v. Hydranautics, 982 F.2d 1546, 25 USPQ2d 1283 (Fed. Cir. 1992), cert. denied, 114
S.Ct. 85 (1993) (FilmTec v. Hydranautics); see also FilmTec Corp. v. Allied- Signal Inc., 939 F.2d
1568, 19 USPQ2d 1508 (Fed. Cir. 1991) (FilmTec v. Allied). We repest only what is necessary to
undergtand this phase of the litigation.

In 1977, an inventor named John Cadotte, working for a not-for-profit research corporation called Midwest
Research Ingtitute (MRI) on a government- funded project, invented a reverse osmosis membrane used for
the desdlinization of water. 1 Soon theresfter, Cadotte and others established a for-profit corporation,
FHImTec, for the purpose of commercidly manufacturing reverse osmosis membranes. Cadotte filed for a
patent on his membrane, and assgned dl hisrightsin hisinvention to FimTec. United States Patent No.
4,277,344 (the '344 patent) issued to Cadotte.

Hydranautics, defendant-appel lant in this case, competes with plaintiff- appellee FilmTec in manufacturing
and sling reverse osmosis membranes. Another competitor is Allied-Signd Inc. (Allied). FlmTec has sued,
separady, both Hydranautics and Allied for infringement of the ‘344 patent. It is necessary to describe the
pardld litigation between FimTec and Allied in order to gppreciate fully the course of the litigation between
FImTec and Hydranautics. HImTec filed suit againgt Allied firgt, in April 1988. The suit, filed in the Didtrict
Court for the Didtrict of Delaware, dleged that Allied's membranes infringed the'

Allied gppedled the preliminary injunction to this court. In July 1991 this court vacated the preliminary
injunction and remanded the case for further proceedings. FilmTec v. Allied, 939 F.2d at 1569, 19
USPQ2d at 1509. Our remand instructed the trid court to look further at the question of whether ownership
of the invention was ever in Cadotte. The answer to this question turned on whether FlmTec, as assgnee of
Cadotte, had acquired any rightsin the '344 patent, akey factor in its entitlement to a preliminary injunction.

Meanwhile, in May 1990, shortly after the Didrict Court had issued its preliminary injunction againg Allied,
FImTec sued Hydranautics in the Southern Didtrict of Cdlifornia, aleging that Hydranautics membrane dso
infringed the '344 patent. This case was placed before the same judge who was respongible for the
proceedings between FilmTec and Allied. The judge bifurcated the trid of the issues of liability and damages,
and in May 1991 conducted abench trid on the ligbility issues. As part of its defense, Hydranautics, as did
Allied, chalenged whether FimTec's title to the patent was fataly defective.

In August 1991, now having before it our remand in the Allied litigation, the district court in the Hydranautics
case held that FilmTec had good title to the 344 patent, and enjoined Hydranautics from commercia activity
that might infringe or induce infringement. In light of itsfinding that FImTec had title to the '344 patent, the
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digtrict court, in the litigation between FHImTec and Allied, reingated the prdiminary injunction barring Allied
from manufacturing membranes covered by the ‘344 patent. Both Hydranautics and Allied appealed to this
court.

In April 1992, whileits case was on apped here, Allied filed in the district court a separate complaint against
HIimTec, dleging antitrugt violations, soecificdly that FImTec was fraudulently usng the patent system to
monopolize the market for such membranes. Allied dso moved to consolidate its antitrust clam with the il
pending patent infringement litigation againd it, or, in the dternative, to amend its answer in that litigation to
counterclaim violaions of the antitrust laws.

FHImTec moved to dismiss Allied's antitrust complaint, arguing that Allied failed to Sate acdlam on which relief
could be granted because FilmTec was immune from antitrugt liability on the basis of the Noerr-

Pennington doctrine. See Eastern R.R. Presidents Conf. v. Noerr Motor Freight, Inc., 365 U.S. 127
(1961) (Noerr); United Mine Workers of America v. Pennington, 381 U.S. 657 (1965) (Pennington).
In August 1992 the digtrict court denied FImTec's motion to dismissthe antitrust clams, and granted Allied's
moation to consolidate the antitrust and patent infringement litigations between FimTec and Allied. The dispute
between FImTec and Allied was concluded eventualy without further involvement by this court.

The apped taken by Hydranautics from the adverse decison of August 1991 was decided by this court in
December 1992. FilmTec v. Hydranautics, 982 F.2d 1546, 25 USPQ2d 1283. We held, for reasons
related to Cadotte's employment at the time the invention was conceived and in light of governing federa
datute, that title to the invention was and dways had been in the United States, and that FlmTec was without
standing to sue on the '344 patent.

Hydranautics then attempted to follow Allied's Srategy in countersuing for antitrust violations. In March 1993
Hydranautics filed in the district court an antitrust suit againgt FHimTec. Hydranautics claim tracked that earlier
filed by Allied. Again following Allied's srategy, Hydranautics moved in the dternative for leave to amend its
answver in the infringement litigetion in order to raise its antitrust dlaim as a counterclam. (Hydranautics
proposd to consolidate its antitrust clam with that brought by Allied became moot when Allied and FilmTec
Settled.)

FHImTec responded by moving to dismiss the antitrust suit and arguing that the motion to amend by way of
counterclam in the pending patent litigation should be denied. With regard to the counterclaim, FIimTec
argued that leave to amend should not be granted because the patent infringement litigation was immune from
suit under the Noerr-Pennington doctrine, and because Hydranautics had unduly delayed before filing its
motion to amend. With regard to the separate antitrust suit, FlmTec argued that, Snce Hydranautics antitrust
claims were compulsory counterclaims, Hydranautics was barred by Fed. R. Civ. P. 13(a) from bringing such
cdamsa thisgagein the litigation.

While these matters were pending before the trid judge, Hydranautics filed amotion seeking restitution for its
monetary losses during the period the injunction againgt it, issued by the court in August 1991, was wrongfully
in place, and for an injunction prohibiting FImTec from enforcing dl foreign patents based on the same
invention. The clam regarding the foreign patents has since been settled, and is not further discussed.

In August 1993 the district court denied dl of Hydranautics motions and granted FImTec's motion to dismiss
the antitrust clam. The dismissa of the antitrust action is on gpped to the Ninth Circuit. Hydranautics apped's
to this court from the digtrict court's denid of leave to amend its answer in the patent infringement litigation,
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and of itsdenid of its motion for regtitution.
DISCUSSION
|. The denial of leave to amend Hydranautics answer.

Rule 15(a) of the Federd Rules of Civil Procedure provides that a party may amend the party's pleading
once as a matter of course at any time before a responsive pleading is served. " Otherwise a party may amend
the party's pleading only by leave of court or by written consent of the adverse party; and leave shal be fredy
given when justice so requires.” Fed. R. Civ. P. 15(a). Determining whether to give leave of court requires an
exercise of discretion by thetrid court. The exercise of that discretion is of course not unfettered, and the rule
itself makes clear that leave shdl be fregly given when justice so requires. Unless a procedurd matter is
importantly related to an area of this court's exclusive jurisdiction, as amaiter of convenience for district
judges we will usudly be guided by the views of the circuit in which the trid court Stswith regard to generd
procedura issues. In re Innotron Diagnostics, 800 F.2d 1077, 1080 n.3, 231 USPQ 178, 180 n.3 (Fed.
Cir. 1986); Panduit Corp. v. All States Plastic Mfg. Co., Inc., 744 F.2d 1564, 223 USPQ 465 (Fed.
Cir. 1984). In this case, that isthe Ninth Circuit.

In the Ninth Circuit, the denid of amotion to amend is reviewed for abuse of discretion. DCD Programs,
Ltd. v. Leighton, 833 F.2d 183, 186 (9th Cir. 1987) (Leighton). The Ninth Circuit has made clear that
"[i]n exercidng its discretion, 'a court must be guided by the underlying purpose of Rule 15 -- to facilitate
decision on the meritsrather than on the pleadings or technicdities™ Leighton, 833 F.2d at 186, quoting
United States v. Webb, 655 F.2d 977, 979 (9th Cir. 1981).

The Ninth Circuit has articulated four concerns it brings to the review of atria court's exercise of discretion
regarding motions to amend a pleading. "These are: bad faith, undue delay, preudice to the opposing party,
and futility of amendment.” Leighton, 833 F.2d at 186, citing Loehr v. Ventura County Community
College Dist., 743 F.2d 1310, 1319 (9th Cir. 1984), and Howey v. United States, 481 F.2d 1187, 1190
(Sth Cir. 1973).

In his decison denying Hydranautics motion to amend its answer, the trid judge did not address any of these
concerns by name. It is clear, however, that the court's focus was on the issue of undue delay. Thetrid judge
dated that "the previous patent infringement case has been fully litigated, appeded and the mandate has been
goread. . . . FRCP Rule 15 will not be extended without limit if the motion is brought after a claim has been
fully litigated on the merits through gpped .

To evauate whether a party has unduly delayed in seeking to amend, we must take into account the particular
dilemmafaced by a defendant in a patent infringement suit who wants to bring an antitrust daim againgt the
patentee. The basic test, with refinements to be explained below, of whether the patentee's infringement
action may condtitute an antitrust violation is whether the patenteg's suit is a sham, meaning whether it is
objectively basdess. Professional Real Estate | nvestors, Inc. v. Columbia PicturesIndus., Inc., lI3S.
Ct. 1920, 26 USPQ2d 1641 (1993) (PRE) (discussed infra). Obvioudy, if the patentee is successful in his
infringement action, his suit is not basdless, and it cannot be a sham. The converse is not true, however; just
because the patentee loses, he does not lose his immunity from antitrust ligbility. Liability turns on whether the
suit isasham, that is, on the nature of and the underlying merits of the patentee's case.

If adefendant in its answer to the complaint in a patent infringement suit includes a counterclam for antitrust
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violation, that pleading runsthe risk of being without subgtantia basisin law or fact. The vaidity of the patent,
including the manner in which the patent application was prosecuted, will bear directly on the question of
whether the patentee's suit is a sham under the rdevant legd test. Even though the facts necessary for that
assessment typically may not be known until well into the litigation, that still does not diminate the
counterclaimant's responsibilities under Rule 11 and other rules related to abuse of the judicid process.

However, if the defendant files his answer and does not include an antitrust counterclaim, and learns only later
of good grounds for such a counterclaim, he runs into the timing problem. If he is deemed to have waited too
long he will be barred from filing his counterclaim, as Hydranauticswasin this case.

Hydranautics knew early in its lawsuit with FimTec that the question of FlmTec'stitle to the invention and its
right to bring the infringement suit was at issue. Allied had raised the issue of HImTec'stitle when it was sued
by FilmTec in 1988, and in July 1991 this court had expressed serious reservations about FHimTec's
ownership of the invention and the ensuing patent, serious enough to reverse the tria court's grant of a
preliminary injunction in FimTec'sfavor. FilmTec v. Allied, 939 F.2d at 1569, 19 USPQ2d at 1509.

On the other hand, the trid court in August 1991 had ruled squarely in FilmTec's favor regarding FimTec's
title to the patent, and until this court reversed that ruling in December 1992, an effort by Hydranautics to add
an antitrust counterclaim in face of that ruling might have been viewed as frivolous. Hydranauticsfiled its
motion to add the counterclaim three months after this court's decision was rendered.

As noted, the digtrict court denied Hydranautics motion on grounds of undue ddlay. In assessing whether that
denid was an abuse of discretion, it isingructive to look at the digtrict court's comparable treatment of
Allied's antitrust counterclaim. At the time Allied filed its motion to add its counterclaim in April 1992, the suit
agang it had been pending since 1988. The digtrict court, in response to our July 1991 remand, ruled in
August 1991 in favor of FilmTec on the question of ownership of the patent. Despite that, the district court
denied FHImTec's mation to dismiss Allied's antitrust counterclam when FHImTec filed its motion to dismissin
August 1992.

It isdifficult to ssewhy in 1992 Allied, a atime when it gppeared that FImTec might be awinner inits
infringement suit, should be considered to have properly filed its clam that FHimTec's suit was a sham, while
Hydranautics in 1993, following this court's ruling that FilmTec could not sue on its patent, is not. The trid
judge's view that Hydranautics waited too long by waiting until this court's decison on appea had been
announced seems ingppropriate here. Until the gpped was decided, the question of whether FimTec's suit
could be deemed a sham was for dl practica purposes foreclosed by the trid judges ruling in FilmTec's
favor.

That does not dispose of the matter, however. Even if the trid judge's stated grounds for denying the motion
to add an antitrust counterclam isinsufficient, it is this court's duty to sustain the judgment if there are other
grounds upon which it can be upheld. FImTec argues that in the circumstances of this case, Hydranautics
motion to amend its answer was futile. FilmTec contends that Hydranautics proposed suit under the antitrust
laws could not have succeeded because FilmTec's patent litigation was immune from suit as a matter of law.
FHImTec's argument requires explanation.

In generd, an effort to influence the exercise of government power, even for the purpose of gaining an
anticompetitive advantage, does not cregte liability under the antitrust laws. In Noerr, the Supreme Court
held immune from antitrust ligbility a combination of rail freight interests which was formed in order to have
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legidation passed that would grant the members of the combination a competitive advantage over truckers.
Noerr, 365 U.S. at 145. The Supreme Court has read Noerr broadly: "Noerr shieds from the Sherman Act
a concerted effort to influence public officias regardiess of intent or purpose.” Pennington, 381 U.S. a

670. "Joint efforts to influence public officias do not violate the antitrust 1aws even though intended to
diminate competition.” I d. The Supreme Court has gpplied the Noerr-Pennington doctrine to courts and
adminidrative agencies. California Motor Transport Co. v. Trucking Unlimited, 404 U.S. 508, 510-11
(1972) (California Transport). The Noerr-Pennington doctrine thus protects those who attempt to use
the power of government organs, including the judiciary, to further private ends.

There is an important exception: the Noerr-Pennington doctrine does not protect litigation from suit under
the antitrust lawsiif the litigetion isa"sham.” The Supreme Court in Noerr recognized that if an action
"ogensbly directed toward influencing governmentd action, is amere sham to cover what is actudly nothing
more than an attempt to interfere directly with the business relationships of a competitor [then] the application
of the Sherman Act would bejudtified." Noerr, 365 U.S. at 144. See also California Transport, 404 U.S.
a 511-16 (remanding for determination of whether the sham exception to the generd immunity from the
antitrust laws applied).

So the question is whether or not FimTec's infringement litigation could be characterized as asham. The
Supreme Court has recently provided a two-tiered definition of sham litigation.

Firg, the lawsuit must be objectively basdessin the sense that no reasonable litigant could redigticaly expect
success on the merits. If an objective litigant could conclude thet the suit is reasonably calculated to dicit a
favorable outcome, the suit isimmunized under Noerr, and an antitrust claim premised on the sham exception
mudt fall.

PRE, 113 S.Ct at 1928, 26 USPQ at 1646 (footnote omitted). The second tier, to be reached "only if
chdlenged litigation is objectively meritless” id., is "whether the basdess lawsuit conced's an attempt to
interfere directly with the busness relationships of a competitor through the use of the governmenta process
-- as opposed to the outcome of that process -- as an anticompetitive wegpon.” 1d., 113 S.Ct. at 1928, 26
USPQ2d a 1646 (emphasisin original) (citations omitted).

The firgt question is thus whether FlmTec's patent infringement suit was objectively basdess. The actud
outcome of that suit, dthough indructive, is not determinative: "The court hearing the antitrust daim must
make its own assessment of the objective merits of the predicate suit . . . ." Boulware v. Nevada Dep't of
Human Resources, 960 F.2d 793, 799 (Sth Cir. 1992) (Boulware). Had FHimTec ultimeaidy prevaled in
its infringement suit, Hydranautics would have a difficult time establishing that HimTec's suit was a sham.
FImTec would therefore enjoy Noerr- Pennington immunity, even if its sole purposein bringing suit was
monopolization of the market. See PRE, 113 S.Ct. at 1928 n.5, 26 USPQ2d at 1646 n.5. But FilmTec logt,
which complicates the andyss.

On the one hand, the Supreme Court has cautioned that "when the antitrust defendant has lost the underlying
litigation, a court must resist the understandable temptation to engage in post hoc reasoning by concluding
that an ultimately unsuccessful action must have been unreasonable or without foundation.” | d. (citations
omitted). On the other hand, a preliminary success on the merits does not necessarily preclude a court from
concluding that litigation was basdess. See Boulware, 960 F.2d at 788-89.

The facts of this case have been etablished by prior litigations, and are therefore law of the case. Because
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there is no dispute over the facts, the question of whether or not a cause of action is reasonable or an abuse

of processisaquestion of law. See PRE, 113 S.Ct. at 1930, 26 USPQ2d at 1647 ("Where, as here, there
is no dispute over the predicate facts of the underlying lega proceeding, a court may decide probable cause

asamater of law.") (citations omitted). We review questions of law without deference to the trid forum.

As noted, the litigation history of the ‘344 patent islong. This court has consdered title to the patent on two
occasons. Inthefirgt case, Allied gppesled the district court's grant of a preliminary injunction. Due to the
date of the record, we confessed that "we do not know who held legd title to the invention and to the patent
goplication”. FilmTec v. Allied, 939 F.2d at 1573, 19 USPQ2d at 1512. Nonetheless, we made it known
that we had "a serious question about the nature of thetitle, if any, in FlmTec." Id., 939 F.2d at 1571-72, 19
USPQ2d at 1511. Confronting only the issue then before us, we concluded that "[i]n our view of thetitle
issue, it cannot be said on this record that FlmTec has established a reasonable likelihood of success on the
merits” 1d., 939 F.2d 1574, 19 USPQ2d at 1513.

Subsequently, in FilmTec v. Hydranautics, 982 F.2d 1546, 25 USPQ2d 1283, this court was squarely
confronted with the question of whether FilmTec had title to the ‘344 patent. As a matter of statute and
contract, we concluded that if the invention was concelved while Cadotte was a MR, then FImTec did not
have title. Only if Cadotte conceived the membrane after he left MRI could FimTec's title be sound. Thusthe
issue before the court was "whether the invention of the ‘344 patent was made or conceived while Cadotte
wasa MRI ...." Id., 982 F.2d at 1550, 25 USPQ2d at 1287.

While hewas at MRI, Cadotte had discovered a reverse osmosis membrane with essentidly the same
chemical composition asthat clamed by the '344 patent. At MRI, however, the performance of Cadotte's
reverse 09mos's membrane differed somewhat from the performance Cadotte ultimately clamed in the '344
patent. FilmTec argued that this difference in performance made the MRl membrane a different invention
from that covered by the '344 patent. This court disagreed: we held that the plain language of statute and
contract assgned al rightsin inventions conceived a MRI to the government, and Cadotte had conceived the
membrane while hewas a MRI.

As noted, the Supreme Court has forbidden us to equate loss on the merits with objective unreasonableness.
The Court requires an inquiry into the reasonableness of the antitrust defendant's litigation when filed. "[S]ham
litigation must congtitute the pursuit of claims so basdless that no reasonable litigant could redigticaly expect
to securefavorablerdief.” PRE, 113 S.Ct. at 1929, 26 USPQ2d at 1647. Conversaly, "[t]he existence of
probable cause to indtitute legd proceedings preciudes a finding that an antitrust defendant has engaged in
shamlitigation.” 1d.

Although the question is not without some doulbt, we conclude thet, taking al of the facts and circumstances
into account, it cannot be said that FImTec's suit againgt Hydranautics was objectively basdess. The issues
on which thislitigation hinged, precisely what Cadotte invented, and when, were genuine. On the bass of its
undergtlanding of those issues, FilmTec, not without reason, staked a claim to owning the ‘344 patent as
Cadotte's assgnee. Thetrid judge, after full consideration, ruled for FlmTec on thisissue. Although that is
not controlling, and indeed we found it to be erroneous, it does support the conclusion that FilmTec's theory
was more than asham. In thislight, and in view of al that has transpired in the case, dlowing Hydranautics to
amend its answer by adding an antitrust counterclam would be a futile act; the decison of thetrid court in
denying the motion to amend is affirmed. 2
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Il. Restitution

After itsfinal success on the merits, Hydranautics moved for an order awarding restitution for the wrongful
injunction. Hydranautics argued that FlmTec had been unjustly enriched by the injunction that prohibited
Hydranautics from making reverse csmosis membranes. The didtrict court found restitution to be unavailable
for three reasons. Firgt, Hydranautics transferred no property to FlmTec pursuant to the injunction. Second,
the district court stated that, until this court held otherwise, FilmTec was considered to be the owner of the
‘344

patent. Third, the didtrict court was of the view that Hydranautics was not due restitution for whatever
business lossesiit suffered during the pendency of the injunction, since these were more properly consdered
as damages. The didtrict court denied Hydranautics motion for restitution, and Hydranautics appedls.

We assume, without deciding, that the first ground cited by the district court would not prevent alitigant, asa
matter of law, from recovering restitution upon a proper showing. See Arkadelphia Milling Co. v. St.
Louis SW. Ry. Co., 249 U.S. 134, 145 (1919); Baltimore & Ohio R.R. v. United States, 279 U.S.
781, 785-86 (1929); Maryland Dep't of Human Resources v. United States Dep't of Agriculture,
976 F.2d 1462, 1482-83 & n.19 (4th Cir. 1992); National Kidney Patients Ass'n v. Sullivan, 958
F.2d 1127, 1136- 37 (D.C. Cir. 1992); accord I conco v. Jensen Constr. Co., 622 F.2d 1291 (8th Cir.
1980); Connelly Containers, Inc. v. Bernard, 717 F.Supp. 202, 210 (S.D.N.Y. 1989). But cf.
Greenwood County v. Duke Power Co., 107 F.2d 484, 487-88 (4th Cir. 1939), cert. denied, 309 U.S.
667 (1940); United Motors Service, Inc. v. Tropic-Aire, Inc., 57 F.2d 479, 483-84, 12 USPQ 412,
416 (8th Cir. 1932).

Nor would the the second ground cited -- that FilmTec was the owner of the '344 patent -- support a denia
of aredtitutionary remedy. The district court considered that FilmTec owned the 344 patent until this court,
reversing the district court, held that the United States owned the patent. That is not correct. With regard to
the patent in suit, HlmTec never possessed any rights in the '344 patent that were enforcegble against
Hydranautics. Asthis court previoudy held,

when the invention was concelved by Cadotte, title to that invention immediately vested in the United States
by operation of law. He had no right to assgn it to FimTec; the statute had divested him of dl of hisinterest.

FilmTec v. Hydranautics, 982 F.2d at 1553, 25 USPQ2d at 1290.

The digtrict court's third ground for denying restitution was that Hydranautics had not made the requisite
showing for such recovery, and that Hydranautics effectively sought damages for its aleged loss of business
to FImTec while the injunction wasin place. The didrict court recognized that the remedy of restitution is not
a subgtitute for an action in damages, and concluded that restitution was unavailable in this case based on the
court's broad familiarity with the evidence in both the Hydranautics and Allied Sgnd litigation, including
evidence concerning the nature of the parties products and the market for them. Moreover, athough
Hydranautics was denied a stay of injunction pending gpped by the district court, Hydranautics did not
pursue a stay before this court. See Fed. R. Civ. P. 62(g); Fed. R. App. P. 8(a)-(b). Under these
circumstances, and on the record before us, we cannot say that the didtrict court clearly erred in disalowing
restitution in this case. We therefore affirm the district court's denid of Hydranautics Motion for Restitution.

CONCLUSION
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The order of the didtrict court that denied Hydranautics leave to amend its answer to assert violations of the
antitrust laws, and denied Hydranautics Motion for Redtitution, is affirmed.

AFFIRMED

94-1034

FILMTEC CORPORATION,

Plantiff-Appelles,

V.

HYDRANAUTICS,

Defendant-Appellant.

NEWMAN, Circuit Judge, concurring in the judgmen.

| concur in the affirmance of the didtrict court's judgment, dthough | do not share the mgority's reasoning.

On theissue of redtitution, the didtrict court correctly observed that there was no transfer of money or
property from Hydranautics to FilmTec after the judgment in favor of FilmTec, and that Hydranautics
requested recovery is Smply arequest for damages during the period between trid and apped. The
unavailability of damagesfor this period reflects long- standing practice and policy. The railroad and utility
rate cases wherein overcharges were restored to the customers, viz. Arkadephia Milling Co. v. S. Louis
SW. Ry. Co., 249 U.S. 134 (1919) and Bdtimore & Ohio Ry. Co. v. United States, 279 U.S. 781 (1929),
and cases wherein government agencies recovered overpayments based on statute or regulation, viz.
Maryland Dep't of Human Resources v. United States Dep't of Agriculture, 976 F.2d 1462 (4th Cir. 1992)
and Nationd Kidney Patients Assn v. Sullivan, 958 F.2d 1127 (D.C. Cir. 1992), cert. denied, 113 S. Ct.
966 (1993), are not authority, even in dictum, for recovery of losses of the nature of damages resulting from
the decison at trid.

Redtitution is a tandard remedy for breach of contract and for the return of specific property and monies
paid. The digtrict court correctly held that Hydranautics business losses during the period between trid and
gpped are not directly recoverable as damages and thus are not indirectly recoverable in the guise of
redtitution. Thisimplements the longstanding rule, as sated in Russll v. Farley, 105 U.S. 433 (1881), that
"[w]here no bond or undertaking has been required, it is clear that the court has no power to award damages
sugtained by ether party in consequence of the litigation, except by making such a decreein reference to the
codts of the auit asit may deem equitable and just.” See Restatement of Regtitution 874 (1937) and Comment
a This practice reflects the policy thet legitimate business activity upon favorable judgment is not awrong. As
Lord Mandfidd put it, restitution "lies for money paid by mistake; or upon a consderation which happensto
fail; or for money got through impogtion (express or implied); or extortion; or oppresson; or an undue
advantage taken of the plaintiff's Stuation, contrary to the laws made for the protection of persons under
those circumstances™” Mosesv. McFerlan, 97 Eng. Rep. 676, 681 (K.B. 1760), cited in Richard A. Epgtein,
The Ubiquity of the Benefit Principle, 67 S. Cal. L. Rev. 1369, 1370 & n.6 (1994).

| would affirm the digtrict court's holding, not on the ground of absence of clear error, but as a matter of
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correct understanding and application of the law.
Footnotes

1 Cadotte's membrane belongs to class of membranes that contains meta-phenylenediamine (MPD) and
trimesoyl chloride (TMC) and are hence adso known as MPD/TMC membranes.

2 Inlight of our holding that FHImTec's patent infringement suit was not objectively basdess, we need not
decide whether FilmTec's suit was in bad faith or otherwise motivated by anticompetitive intent. See L octite
Corp. v. Ultraseal Ltd., 781 F.2d 861, 228 USPQ 90 (Fed. Cir. 1985). Nor need we decide whether
Noerr-Pennington immunity is vitiated by fraud on the patent office. See Walker Process Equip., Inc. v.
Food Machinery & Chem. Corp., 382 U.S. 172, 147 USPQ 404 (1965). Thus, we again avoid
determining what effect PRE has had on Walker Process and its progeny. See Carroll Touch, Inc. v.
Electro Mechanical Sys., Inc., 15 F.3d 1573, 1583 n.10, 27 USPQ2d 1836, 1845 n.10 (Fed. Cir.
1993); James B. Kobak, Jr. "Professional Real Estate I nvestors and the Future of Patent- Antitrust
Litigation: Walker Process and Handgards Meet Noerr- Pennington,” 63 Antitrust L.J. 185 (1994).
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