IN AE: PROPOSED AGREEMENT BETWEEN WESTINGHOUSE ELEOTRIC MANUFAGTUMING
GOUPANY OF PITTSBURGH, PENSYLVANIA, AND SUPERIOR ELE(TRIO
EHODUOTS GORPORATION OF SAINT LOUIS, MISSUURI, 7O THE ANTI-
TRUST LAGS OF MISSOURI.

September 1, 1933, /
7
Superior Eleectric Products Qorporation g
1300-1330 South Thirteenth Street i s
saint Louls, Missouri. _ ¥ '

cent.emen:

Replying to your letter of August 31, beg to
say this department construes your letier of tm 3ist %o
mean that West Company controls the patent on all
thermostatic controls you use and that wag int of
?h? inquiry we made with referenee to Article II, paragraph
a

Thie department sssumes from the correspondente
the fact to be that in all your! transzetions with the
west Eleotric Company, you are acting as & manu~
facturing licensee,

The law is,that while a patentee may not fix
the price at whieh the vendee shall sell the artieie he
nag sold him, yet it is a very different question m
fixing the mo price where there is & grant of a license
under the patent to manufacture an article and gell it
when mamufactured, Where & patentee grants a lioense wnder
tho patent to manufacture an article, the patentee may fix
the price at whioh the artiocie mor the ma license sghall
be scld by the sald lioensee, The object of these lawe is
iy and the rule is, with few exceptions, that any ~'
conditions zhioh are not in their very lnturo illegal with
to this kind of pron s dmposed by the patentee,
agreed to by the lioengee for the right to manufaoture
and use or sell the articlejy will be wpheld by the courts,
The fact that the conditions of the contract keep up the
monopoly or fix prices does not render them illegal.

The owner of a patented article ean, of course
charge such price as he may choose, and the owner of a pa hnt
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may aesign 1t or sell the right to manufecture end sell the
articlo patented upon the condition that the assignee charge
a certain amount for such article, (uement v, National Harrow
Compsny, 186 U, 5. page 703 46 lLaw id. page 1058).

Upon the fecte stated in the above cited case,it
is 8till the lew and it has not been in that respect overruled,
it will be found frequently cited but not where the facts
involved are identical with those In the Sement case,
(ihomton on Combinations to Restrain Trade, Section 544, page
894.) There 1s an unbroken line of authorities in this
country supporting the above legal proposition,

The authorities clted above glves you ample power to
lepally enter into the proposed contract, a copy of which you
have suimitted to thile department (nsofar as the mamufacture
and sale of the sald article by yourself, in accordance with
schedules "A" and ":b" attached to sald contract, are concerned,

#ith respect to your Article IV, relating to price
maintenance, thie department desires to say that i1f Article
IV is used simply for the purpose of a price maintenance
as between your company and the ownoers of the patent, the
Jestinghouse Llectric Namufacturing Company, then sald Article
IV is legal and 1s not & violation of either the Federal or
the State AntieTrust Laws, 7The quwestion as to whether or not
you may enter inte contracts for maintenance of price with other
manufacturers licensed by the Westinghouse Compeny to use the
sane patent as your company in accordance with schedulos preopared
by the lestinghouse Compeny, under the proposed agreement you have
subtmlitted, 12 one which mmst be answered with gualifications,

The lew, as this department understands it 1is,
agreements which transcend what l# necessary to protect the
use of the patent and restrain trade amount to a violation
of the dissourl Anti-Truet Lawjy and 1f the operations under
such agreement are carried on between different States or
with a fereign country, them the lFederal (Sfhermen) AntieTrust
Law 1s violated,

This as 00 declded in the case of Standard Sanie
tary danufecturing “ompeny v, Unlted States, 228 U, 8. page
20, In that case there was involved an agreement of all
the partlies thereto to use one certain patont which covered
the manufacture of Standard Sanitary Nanufecturin- Company's
products of enameled Iiron ware such as bath-tubs, washe
bowls, drinking fountains, etec,, and the sl ners of the
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ufmt roducednore than fifty f::’ oent of that oclass
of commodities in this . defense was set wp
that under the patent, the idity of whiech was in
mmmumm{ out the ocourt held otherwise
and declded the oon between the menufacturers was a
viclation of the Sherman or Federal Anti-~Trust Law, Thie
opinion, insofar as thic department has been able to
bag never been overruled nor has the effect

thereof legally narrowed by any subseque:t decisions,
In the oczse of United States v, Pagific and
pos Y L B gl S’ omtout Shantpartet
lway es oon on
rates betwoen Senttle in the State of W on and »
Alaskag one of the defenses set up others was that
the agreement amounted to no more fizing of &

rateo and that under the Interstate Commerce Law,
the defendants had a right to do that, The facts in the
ouse :::up::, :;m, a:-u that for a.un i
signa es agreement, there was & rate char
than that paid mdmﬁofmmwﬁu
Supreme Court d that 8 contract was in viclation of
the Federal Anti-Trust Law,

In a recent case, decided in Narch of 1931, the
scundness of the two above olted cases was affirmed, The

can Patents Development Oompany and Dry loe O
Ameri 283 U, 8, page 37; 75 Law Ed, page 819; and in thie
o 9e, court saidi

“The present at t is anal to

the use of & pa ag an t

for restraining commerce which was
condemned under the "herman Anti-Trust
Law in the Standavd Sanitary Manufooture
ing Dompeny v. United States, in 286

U, 8, page 30,"

Your gorrespondence ghes no idea of the extent
of the business of the Westinghouse MNanufaoturing Company
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and all we oan say to you is that AS te are made LY
you with other licensee of the Wes flompany as
to maintenance of price, such action would be a violation
of the Missouri Anti-Trust Statutes, wnless the agreements
are such ag Federal Supreme Court decisions sancotion. This
t 48 not prepared to say, oonsidering the above
¢ited cases in the Federal Supreme Court and considering
ssouri Anti-Trust decisions, that would
y authorized to make agreements with any o
licensee of the Westinghouse Oom for maintenanoe of
price of the patented articles and such other
companies or corporations may manufag under the sanme
license from the Vestinghouse Company,

It is true that, in /ubber Tire Wheel Company
v. Milwaukee Rubber Works, 154 Fed. page 358, deolided ipril
16, 1907, in the Cireuit Court of Appesls of the United
8tates for the Seventh COirouit, that court held:

"That it require in a license con-

tract that a lioensee joins other

licoensees in = combination or

%o control the price and of

a patented article was nat in vio-

istion of the Sherman Anti-Trust

Aot (Federal Anti-Trust Law)",
and the court held in that oase that patented articles, um-
less and until they are released by owners of She patent
from the dominion f & monopoly, were not articles of trade
or commerce among the several -hturzmmmot
such act beoause they are not articles in which ::o'gcoplo
are entitled to freedom of trade; and the same N
on the sase day held in Indiana Nanufacturing O V.
Je. I, Cage Threshing Machine that wvhere ownere
of = number of patents r.lrv.t& etrav stackers, licensed
manufagturers of thre 8 glving said companies
the right to use all inventions covered by suoh patenta and
authorized them to sell the straw stackers at a certain price
and to pay royalty on each staogker oo made and sold, also
giv such threshing maghine companies the right to use
inventions oomod‘m‘g.:w other patents relating to the art
whioh should be acquired by the owner of the
patent, and the owner did afterwards acquire the o
ofi all pateats relat to sald etacgkers, the court held 3
such gontracts were not in restraint of ition and in
vidation of the Sherman Anti-Trust Act. “oth of these cases
were taken on sppeal to the Federal Suprene Oourt but both
were dismissed on stipulations by the parties bLefore being

o
g8
5K




Superior Elee, Products Co, «5- 9/1/33

umudaﬁubdttﬂwthomm“tuu onn
mmnmuumrpuouub

court except the United States Ciroult Qours Agnh.
Ag %o the staoker oase, momlutmuonn
uuﬂ@thwhﬁdmmmmt“dtdmtpbo-
yond what was neoessary to protect the rights of the omer
of the patent, As to the ot er case, in the United “tates
Ciroult Court of Appesls, it could only be sustained on
the theo thtttﬂdmmw % wag necessary to
Biantare faai tary Nemfestoring Ssspesy’s oase, sad the
United States v. Pacific and Areste mmmza
onses, heretofore cited, it is the of this departnent
mthuvmmmdummmnn Wheel Company
Ve Milwaukee 'ubber Works cuose in the United States Clireuit
Court of Appeals would be sustained by the Federal Supreme

In the recent case of the Standard 041
v. United States,383 U, S. plrlﬂi 75 Law Ed, page »
the Federal Supreme Court helds

"Where domination of an industry exists,

a 1 of tents
or’::::‘ﬁm “ﬂtﬂutorz:o -
pouofmﬂl tlu-uufumm
supply of an ted product is be-

yond the privil conferrved the
pltvtl M constitutes & vidka of
ederal Anti-Trust Aot,."

"ihile mmo u not interatate

uutol tmml m&mid
price
of goods en mhm

or which un bm mtd for that
gou are within the p:oubzum of
ederal Anti-Trust Act.”

The principle behind the federal decisions holding
ouner nor licensee of patent cammot,in guise of furthering

use of the patent, llko agreemente restraining commerce is
mt the patent pnmtu to ocontrol pri.oo of
his pa art 1. M ltm manufacturer tc make

same does not asuthorize a lioense contract :nmnul.ng trade,
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The proposed contract, unless it is pro-
teoted by virtue of being a .ntnt, is a c¢lear violation
of the Missouri Anti-Trust tutes, If the contraoct
is within the protection extended by the decisions of
the United States courts to owmers of patenta, the State
oould not hegally hold it invalid for the reason the
subjeot of patents iz withia the control of the Federal
Government and the rights under patents flow from a
Federal Statute,

Therefore, this t has in this investi-
tion kept steadily in mind opinions of the Federal
eme Court on what contragts are valid or inwvalid when
made between patentee and licensee for manufacturing and
sale under a patent,

fespeotfully submitted,

Assistant Attorney General,
APP OVED?
Attorney-General ,
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