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PROCEEDI NGS

THE COURTROOM DEPUTY: G vil case 06-2141, Soilworks
LLC versus M dwest Industrial Supply, Inc. This is the tine
set for final pretrial conference.

Counsel , pl ease announce your presence for the
record.

MR. DOSEK: Good afternoon, Your Honor. |'m Scott
Dosek with the law firm Kutak Rock on behalf of plaintiff. And
with me is ny partner John Passarelli, with the same firmfrom
our Qmaha office. Al so present in court are Chad Fal kenber g,
president of Soilworks, and his w fe Dorian Fal kenberg, vice
presi dent.

THE COURT: All right. Good afternoon.

MR. MARVI NNEY: Good afternoon, Your Honor. M/ nane
is Craig Marvinney of the Akron based |aw firm of Brouse
McDowelI. 1'mout of the Ceveland office. Together with ne
today is John Skeriotis of our Akron office, Brouse MDowel I,
and next to himis Don Myl es of Jones Hochuli Skel eton here in
Phoeni x. And of course we have our client, Bob Vitale, of
M dwest Industrial. And the three of us represent M dwest
| ndustrial, defendant and counterclai mant.

THE COURT: All right. Good afternoon.

Qur purpose is for a final pretrial conference today.

| think what | want to do first is talk through the notions in
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limne that you all have filed. |I'mjust going to give you
rulings on sone. Ohers | may have a question or two for you.
You didn't nunber them so |I'mgoing to go through themin the
order that they appear on the docket. Well, sort of. [I'm
going to start with Soilworks and do those two first, and then
take M dwest notions in the order they appear on the docket.

The first notion is Docket Nunber 108, which is
Soi l works' notion to exclude evidence of its sal es of
Durasoil. This notion seeks to exclude the evidence of
Durasoi |l sal es because M dwest all egedly cannot prove patent
infringement. |'mgoing to deny this notion. This is
effectively a second notion for summary judgnent on Mdwest's
patent infringenment claim | denied an earlier notion on that
issue. | don't believe that this is a proper subject for a
nmotion in |imne.

| also think that the case that was cited, the

Robotic Vision Systens case wouldn't support a ruling in favor
of Southwest. That's a Rule 11 case. |It's not really a case
about how you prove infringenment. But in any event, | do
think this is a notion for summary judgnent that |'ve already
deni ed and not appropriate for a notion in |imne.

The second Soi |l works notion seeks to excl ude evi dence
of its sales of Soiltac and CGorilla-Snot, which is just as it
sounds, Tricia. Southwest seeks to exclude evidence of its

profits because Mdwest, it clains, cannot prove wl |l ful ness,
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whi ch Soi | works believes requires an intent to decei ve.
|"mgoing to deny this notion as well. | don't

believe that willfulness is limted to deception under the

Lindy, L-1-N-D-Y, Pen, P-E-N, case fromthe Ninth Grcuit.

W I ful ness includes deliberate infringenent, bad faith, and

an attenpt to gain value of Mdwest's established trademarks.

| also held in my notion for summary judgnent ruling
that initial interest confusion does not require deception.

So | don't believe I can grant this nmotion in Iimne on the
grounds M dwest coul d not prove deception. | don't think they
need to if they can establish willful ness by one of these

ot her neans.

But, as I'll nake clear in a mnute, | do not agree
wth Mdwest's contention that | have entered sumrary judgnent
in favor of themon wllful infringement. | haven't addressed
the question of wllfulness. | granted summary judgnent on
infringement, but willful ness was not briefed or considered by
me at that point. And so | don't want ny denial of this
notion to suggest that | think that willful ness has been
resolved in the case.

This has raised an issue that I want you all to be
t hi nki ng about as we go forward. The question really raised
by this notion is what damages ultimately will be avail abl e
under 15 United States Code section 1117(a). And as | read

your notion and then | ooked at the statute, | began to wonder
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if this was really appropriate for a jury trial. Because, as
you know, 1117(a) tal ks about equitable renedies and it says
the Court shall enter the renedies. And it says that | can
adjust, for exanple, profits if | decide that's an appropriate
measure to satisfy equity. And of course an accounting has
soneti nes been viewed as an equitabl e renedy.

So | asked ny law clerk to do sone research, to take
an hour and do it. He cane back to nme five hours later wwth a
stack of cases and we talked through it. It's clearly an
unresol ved issue in the law. There's a split in the cases as
to whether the renedies in 1117(a) give rise to a jury trial
right or do not.

Based on the cases he found, it |looks to ne |ike the
best interpretation in the Ninth Grcuit, although cases have
gone both ways in this circuit, is thereis a jury trial
right. But what | want you all to be aware of is that it
seens to ne that even if we have a jury trial and they cone up
with an award of dammges, this section clearly gives nme the
authority to adjust themif | don't think they're the right
nunber. \Which makes nme wonder why do we have the jury trial

| think we need to have one if you want to stand on
it. But it looks to ne as though |I've got substanti al
discretion after the jury nmakes its decision to adjust their
award, if they nake one, to a level that | think is

appropriate in the case.
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And the reason | think that's relevant in this case
i's because there are other issues that are going to have to be
tried to the bench. The Arizona common |aw unfair trade
practices clains will be tried to the bench. The injunctive
relief issue that's raised on sone of these clains will be
tried to the bench. So we've got an unusual case here where
there's a lot of issues that aren't going to be decided by the
jury but will probably be at issue in the sane trial as the
fewthat will be decided by the jury, and that could be a
tricky case to manage.

So | guess the question | will put to you all to
t hi nk about as we go forward is do we want to have a jury
trial or should we just do a bench trial. That's your
decision not mne. But it's really a hybrid even if we go
forward with the jury.

Let nme talk through the rest of the notions and we'll
cone back to these trial issues.

Mdwest's first notion in limne is Docket Nunmber 101
and it's a notion inlimne tolimt Soilwrks' evidence of
M dwest's all eged fal se advertising to the four docunents that
wer e produced during discovery.

The argunent is that in response to requests for
producti on of docunents, there were only four produced, and
those were the two letters that were witten in July of 'O07,

the press release and chart, | think, that was on the website
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are the four docunents.

The response from Soi |l works wasn't very hel pful .
Soilworks said "while there's a lot of others listed in the
final pretrial order w thout objections,” but they are
objected to in the notion in |imne.

Here's the question | have for Soilworks' counsel.
Are there docunents listed in the final pretrial order that
you bel i eve show i nstances of fal se advertising by M dwest
that are not anong those four docunents | just naned?

MR. DOSEK: Thank you, Your Honor. Apparently |
didn't make nmyself clear in nmy response to the notion

VWhat | was trying to point out is that we have
identified those docunents which will be trial exhibits. W
have i nterposed our objections to those that we believe are
obj ectionable. But the short answer to your question is no, |
don't think there are. And ny point was that | didn't believe
that the notion in |limne was necessary because we have what
we have in terns of the doc- -- the docunents that are
proposed by the parties to be introduced into evidence and
obj ecti ons have been nade.

But, again, | think that those four docunents are,
froma docunentary standpoint, are the ones that are at the
heart of our false advertising claim

THE COURT: So are you saying, M. Dosek, that you are

not going to seek to introduce at trial any other docunents
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that you believe to be a false advertisenent by M dwest?

MR. DOSEK: That's correct.

THE COURT: Al right. | think that representation
resolves the notion with respect to docunents. The notion was
alittle broader than that. The notion al so sought to preclude
any testinony that's beyond that. The problem | have with that
issue, and M. Marvinney | don't know if you're the one
addressing this, but Rule 26(e) suppl enentation obligation
applies to witten discovery, it doesn't apply to testinony.

So | wasn't quite understandi ng what was the basis for you
suggesting that there couldn't be testinony beyond the four
docunent s.

MR. MARVINNEY: [I'msorry. If I mght -- I'"'ma little
bit confused for a nonent, Your Honor. You say that we took
the position it couldn't be testinony beyond the four docunents
as in there could be a Rule 26(e) supplenent of the testinony?

THE COURT: Well, | didn't know. The way you had
witten it, you said -- you asked ne to enter an order limting
t he evi dence upon which plaintiff may rely to these four
docunents. Maybe you're just tal king about docunentary
evi dence, but | assunmed you wanted ne also to say they can't
testify about anything other than what's in the four docunents.
I s that an incorrect understandi ng of your notion?

MR. MARVI NNEY: No, that's an accurate understandi ng

of the notion. Qur position was based upon the evidence
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presented to us and the responses to the docunentary production
responses, the four docunents, and the testinony about those
four docunents as was obtained in deposition of the Fal kenbergs
and other parties up in Al aska. Not parties, but wtnesses in
Al aska that were deposed, as well as here and Chio, that the
case should be limted to the four docunents and the testinony
surroundi ng those four docunents, and that was our position as
expressed in the notion in |imne.

THE COURT: Are you aware of any other docunent
they're seeking to introduce besides the four?

MR. MARVINNEY: No. That's why we wanted to nake sure
nobody was surprised here at the trial, Your Honor

THE COURT: All right.

M . Dosek, do you have any problemw th the notion
that the testinmony will surround those four docunents and not
other alleged fal se advertisenents?

MR. DOSEK: Well, I do. | think that would be an
inproper limtation on the scope of the evidence surrounding
our obligation to show bad faith. There's not going to be any
ot her docunentary evi dence beyond those four. But the jury
needs to take into context, be able to put into context those
four docunents and the circunstances around which they were
di ssem nated and other -- and other facts which may have -- and
ot her events which nmay have coincided in tinme or been close in

time to the dissem nation of those four docunents.
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THE COURT: Well, let me ask it this way, M. Dosek
Are you going to try to use witnesses during the trial to
descri be any other instance of fal se advertising besides the
four instances reflected in those docunents?

MR. DOSEK: | have no intention of doing that, no.

THE COURT: Al right. | think that answers the
guestion, doesn't it?

MR. MARVI NNEY:  Your Honor, from our standpoint it
does because the object was to restrict the testinony to the
events circul ating around those four docunents.

THE COURT: And clearly, yeah, there's events
surrounding it that I think will be fair. GCkay, | think that
answers it.

MR. MARVI NNEY:  Your Honor, if | may, is that -- |
don't mean to preenpt anything or junp ahead, but were you
going to nove on to the next notion?

THE COURT: | will in just a mnute after I make ny
notes. D d you have sonething you wanted to say on this one?

MR. MARVINNEY: | wanted to clarify what your ruling
woul d be on the first notion, that's all.

THE COURT: Well, | never know whether to deny the
notion because it's noot or grant it because it's conceded when
| get to this situation.

| think what 1'Il do is grant the notion. The

evidence will be limted to the four docunents. But that's
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all I"'mgoing to say. |'mnot going to go beyond sayi ng that
because it doesn't look like it's necessary.

MR. MARVI NNEY: Thank you, Your Honor.

THE COURT: All right, the next notion is Mdwest's
motion in limne to exclude evidence of fered by Soil works
related to elenments of the false advertising claim This is
Docket 102.

In this notion M dwest seeks to exclude or preclude
Soi Il works from presenting evidence on the deception of
consuners, the materiality of the deception, that Soil works
was injured by the fal se advertising, and any damages. The
basis for this notion is that Southwest didn't produce -- |I'm
sorry. Soilwrks didn't produce evidence in response to sone
fairly broad docunent production requests.

The question | think I have first of all is for you
M. Dosek, which is have you identified docunents in the final
pretrial order that you intend to use in evidence in support
of your false advertising claimthat were not produced to
M dwest during the course of discovery?

MR. DOSEK: Absol utely not, Your Honor.

THE COURT: M. Marvinney, do you have any basis for
di sagreeing with that?

MR. MARVI NNEY: No. W have no evidence of anything
that they have produced at all regarding that fal se advertising

claim
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THE COURT: Al right. Let nme nake a note.

This notion al so argues, M. Dosek, when w tnesses
wer e deposed they failed to provide any evidence of injury or
damages. And on that basis they seek -- "they" being M dwest
seeks to preclude Soilwrks from presenting such oral evidence
at trial. Wat is your response to that?

MR. DOSEK: M response to that, Your Honor, is that |
woul d agree that during deposition testinony the w tnesses that
wer e asked, and they were the appropriate w tnesses, were not
able to articulate any quantifi abl e danage and that has not
changed as we're here today. Oher than what they have
testified to and what docunents which wll be introduced into
evidence will show, and that is that as a result of this fal se
advertising claimthey were required to execute an agreenent,
an agreenent to indemify their distributor up in Al aska who
had received these docunents.

| can't tell the Court that there has been any
request as of today in any nonetary anount, in any
gquanti fi abl e anount, for any such indemnification, but we did
need to do that in order to continue to be able to do business
with that distributor.

In terms of quantifiable nonetary danages, as of the
time of the depositions there weren't any that we could
identify and there aren't any that we can identify as of

t oday.
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THE COURT: So you are not going to be naking a
damages claimin your false advertising claimat trial?

MR. DOSEK: We're not going to be nmaking a claimfor
damages that we can quantify.

THE COURT: Are you going to be making a claimfor
damages that you can't quantify?

MR. DOSEK: | can't -- | can't totally preclude that
at this point because of the obligation that we have incurred
to indemify our distributor as a result of what has happened.
And | don't know when this case is going to go to trial. |
don't know if we're going to be asked to provide that
i ndemmi fication between now and trial. So | would hate to --
woul d hate to box nyself into that corner and make a
representation to the Court at this tine that there never wll
be any such danages.

But the other kinds of damages | think that were
sought were the kinds of danmages such as | oss of sales from
ot her custoners and that kind of thing. My have been, but we
cannot -- we can't prove that. W can't articulate it and
gquantify it. But it is conceivable that between now and tri al
there could be quantifiable danmages as a result of our
obligation to indemify our distributor which flows as a
result of, the direct result of, the fal se advertising clains
t hat M dwest nade.

THE COURT: The evidence of those danages i s not
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obviously in the final pretrial order because it hasn't
happened yet, right?

MR. DOSEK: Correct, Your Honor.

THE COURT: Well, as you probably know, Rule 16 of the
federal rules states that an order entered after a final
pretrial conference like this can be anended only to prevent
mani fest injustice. So you just need to be aware that if for
sonme reason between now and trial you think those damages do
occur, you're going to have to nmake a mani fest injustice
showi ng to get that evidence into the final pretrial order.

But as it now stands, it sounds as though there's no danages
claimyou will be making, assuming there is no call on the
i ndemi fi cati on.

MR. DOSEK: That's correct.

THE COURT: If that's true, what do you intend to do
with your false advertising claimat trial?

MR. DOSEK: Well, | think the other elenents of the
fal se advertising claimthat's asserted entitle us to, as we
have prayed for in our pleadings, at least injunctive relief
and an order requiring -- prohibiting Mdwest fromengaging in
this kind of conduct in the future.

THE COURT: Any thought on that, M. Marvinney?

MR. MARVI NNEY: Yes, Your Honor, thank you. First and
forenost, obviously wthout |oss there's no damage and no

recovery. So it pretty nuch follows if they don't have proof
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of damage they can't -- they haven't produced any evi dence of
damages and, as a result of that, we get to the point where
it's all been conceded.

The indemmification call, there has been no call for
i ndemi fication, there's been no demand by ny client, our
client, on behalf of Mdwest, to Polar Supply or anyone el se
in Alaska that they need to pay us danmages at this point. The
damages bei ng sought are being sought from M dwest. So as a
result, we can't foresee nor can we predict any reasonabl e way
in which there would be any call, if you wll, on the
i ndemi fi cati on.

So that | eaves us with M. Dosek's reference to
potential injunctive relief. And if you were to actually
delve into -- if one were to, not necessarily you -- all the
evi dence that has been produced thus far in the case, the
evi dence that's been proposed in the final pretrial order as
mani f ested by the docunents that have been shown, and/or those
docunents whi ch have been produced or nade avail able for
producti on, Your Honor, we've seen nothing that goes to those
points with respect to whether there was deception or tendency
to deceive the consuner audience, nor was there anything with
respect to the deception being material nor as any resulting
i njury whet her sonething that some equitable injunctive relief
could cure or sonething that actual danages woul d be payabl e

on.




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

17

So we stand by our original position that is as
expressed in the notion in limne, Your Honor. Thank you.

THE COURT: Al right. Wll, wth respect to that
kind of evidence, the reason | had asked specifically about
damages i s because, as you know, Rule 26(e) does require
suppl enentation of the Rule 26(a)(1) obligation to propose a
cal cul ati on of danages.

And so if that hasn't been done, then Rule 37 would
preclude it. But M. Dosek has indicated there isn't any
damages evidence at this tine.

Wth respect to whether or not the other el enents of
the fal se advertising claimcan be net, I'mnot going to grant
the notion in limne on the basis of these very broad docunent
requests that said "ldentify every docunent related to your
clainms.” | think you need to be nore precise than that if
you're going to invoke Rule 37(c) and precl ude sonebody from
presenting evi dence.

So I'mgoing to grant this notion to the extent it
seeks to preclude evidence of damages, with the caveat that
mani fest injustice may permt it to conme in if an
indemi fication call occurs. But otherwise, |I'mgoing to deny
it.

The next notion is Docket Nunmber 103, it's Mdwest's
nmotion in limne to bar evidence concerning Soilworks' costs.

M dwest seeks to preclude Soilwrks fromintroduci ng evidence
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of the cost of producing its products. The interrogatories
indicate that M dwest requested the information and Soi |l wor ks
obj ect ed.

M. Marvinney, did Mdwest ever follow up on that
obj ecti on?

MR. MARVI NNEY:  Your Honor, there was no notion to
conpel filed in the case. The parties had reached that
position, that point in tinme where the resulting answers were
given following the Court's discovery cutoff date, and in your
prior rulings we were aware of your adherence to that date and
we did not file a notion to conpel at that tine,

THE COURT: If that response, that objection, has
never been chal |l enged, how can | preclude evidence on their
failure to respond to it?

MR. MARVI NNEY: Your Honor, if I may. W asked, and
M. Skeriotis was the person who posed the question that
resulted in an answer that we have, being the gentleman over
for Soilworks, that they have produced all of the docunents
that they have in any way, shape, or form And so relying upon
that and seeing no further information regarding these
particul ar issues, that being their underlying costs, it was
posed to M. Fal kenberg in deposition, his answer was that's
it, you have what we have. So we're left with absolutely no
evidence. A dearth would be a polite word for it, Your Honor.

There is no evidence produced in this case in any way, shape,
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or formas to testinonial or docunent which suggests anything
other than a single line itemas to what their costs underlying
their cost of production is, cost of goods sold were in this
case.

So, as a result, when the date actually passed as to
t he discovery cutoff in this case, our understandi ng was, and
we did not file a notion to conpel, our understandi ng was, was
t hat di scovery not had, not produced, not responded to,
subject to Rule 26(e) supplenent, if there's been no other
di scovery, no other production, your order stands. And your
order was discovery's done and there's no further notions to
conpel. If you haven't gotten it together by this point, it's
done, and you're precluded frombringing anything in at that
poi nt .

So it was our understanding the filing of a Rule
26 -- I'msorry, Rule 37 notion to conpel at that tinme would
be basically a noot effort because your order spoke for
itself. And in light of that, we didn't take further action.

THE COURT: M problemw th that, M. Marvinney, is if
you ask a question and anot her party responds by saying, "I
object, it's an inproper question,"” even if discovery then
cl oses, what you're asking ne to do is preclude them from
produci ng i nformati on because they didn't produce it in
response to your question. |If your question was objectionable,

they didn't to have produce it in response.
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MR. MARVI NNEY:  Your Honor, if | may?

THE COURT: Yeah.

MR. MARVINNEY: In addition to that particul ar node of
di scovery, interrogatory, there were requests for production of
docunents, and the request for production of docunents yiel ded
docunents which, by their own adm ssion, was everything they
have. And those docunents showed nothing with respect to the
underlying cost of goods sold in their repertoire of products.

The next itemthat came up, Your Honor, was in
deposition. Another node of discovery. The question is posed
to M. Fal kenberg, "Wat are your costs of goods sol d?"
There's no information available. He didn't know. He had no
information at the deposition.

So by using those three neans of discovery, even if
the interrogatory, in your opinion, Your Honor, is overbroad
or not reasonably calculated to lead to that particul ar
preci se answer, the request for production of docunent
responses which, again, as | say, the Soilworks fol ks said
"this is everything we have,"” in addition to the deposition
testinony by M. Fal kenberg, which was there is no further
underlying information, |eads us to have no other way to
defend this aspect of the case, and now for themto walk in
and say they have cost-of -goods-sol d data because they've
already told us, their CEQ "we don't have that information."

THE COURT: The request for production that you served
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was al so objected to. D d you ever resolve that objection?

MR. MARVI NNEY: O her than finding out from Soil works
that we have everything they have. And when we | ook through
everything they have, we don't have cost-of-goods-sold data at
all.

THE COURT: M. Dosek, are you intending to use
docunents in any way to prove the cost of goods sold during
trial?

MR. DOSEK: Actually, Your Honor, we have provided
M dwest with specific information with respect to sales of the
Durasoi|l product and sales of the Soiltac and CGorill a- Snot
product, gross sales and cost of those sales. Admttedly it is
summary information, and it doesn't include all of the
expenses. But those docunents have been produced to M dwest.
And one of the problens and the reason that the original
requests were objected to was because the request enconpassed
all of the products that Soilwrks deals with and not all of
the products Soilworks deals with are at issue in this case.
So that never was resol ved.

But notw thstanding that, we have provided themwth
sales information and cost-of -goods-sold information with
respect to those products: Durasoil, Soiltac, and
Gorill a-Snot .

THE COURT: So it sounds as though you're saying,

M. Dosek, that you do not intend to use at trial any docunent
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to support your cost of goods sold that has not been produced
to Mdwest during the course of discovery.

MR. DOSEK: That is correct, Your Honor.

THE COURT: Do you disagree with that in any way,

M. Marvi nney?

MR. MARVINNEY: Not at all. The only evidence we have
was, as M. Dosek nentioned, there was a line item summary
produced with absolutely no backup whatsoever, within the | ast
60 days. That's it. So there's no docunents that support any
of the cost of goods sol d.

THE COURT: So are you disagreeing with what he just
said or agreeing?

MR. MARVI NNEY: No, we're agreeing. There's no basis.
There's no docunents in any way what soever that show this.

THE COURT: Sounds |like we don't have a di sagreenent,
then. You have docunents you intend to introduce, you don't
think it shows very nuch, but we're not disputing over
docunents. Am | right?

MR. MARVI NNEY: The docunents that they, quote, intend
to produce, close quote, would be the docunents which are the
line item summary, and those docunents woul d be inappropriate
because t hey have never produced any backup for us to test in
the course of discovery in the case.

THE COURT: Well, but that's a different issue. You

didn't nove in limne on that. You only noved in limne to
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precl ude them from usi ng docunents they didn't produce. And it
sounds like they're not intending to. Amr | m sunderstanding
sonet hi ng?

MR. MARVI NNEY: That would be the gist of it, Your
Honor, that's correct.

THE COURT: |I'mgoing to grant this notion to the
extent there are any docunents that were not produced during
di scovery that may be used during trial, but it sounds as
t hough there won't be any.

The next notion is Nunber 104, Mdwest's notion in
[imne to bar testinony and evidence regarding the validity or
construction of Mdwest's patents.

M dwest seeks to bar Soilworks from produci ng any
evi dence on the construction of the Mdwest patent clains
asserting that Soilwrks did not provide such evidence in
di scovery, never requested Markman hearing, has not produced
an expert on claimconstruction.

Soi | works responds by saying that it did produce a
claimchart in July of 2007, that its witnesses were
questioned at sone | ength about the chart in depositions.

Let nme first ask you, M. Marvinney, do you disagree
Wi th the assertion that they produced a claimchart in July
2007 that was then the subject of deposition questioning?

MR. MARVI NNEY: W do not dispute they produced such a

clains chart, Your Honor. M. Skeriotis will be addressing the
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merits of this particular notion.

THE COURT: Gkay. M. Skeriotis, do you have any
objection to their using that chart if they produced it?

MR. SKERIOTIS: | do not, Your Honor.

THE COURT: What you're saying is they cannot use any
ot her evi dence.

MR. SKERIOTl S: Correct, Your Honor.

THE COURT: Okay. M. Dosek are you --

M. Passarelli? Are you intending to use any evidence on claim
construction besides the chart?

MR. PASSARELLI: Your Honor, at this point in tine |
don't believe either party has a right to use any extrinsic
evidence with regard to cl ai mconstruction.

The exhibits include the patents, so we have the
intrinsic evidence of the clains and the patent specification.
The file history is not in evidence, but obviously that may
conme into play dependi ng what develops at trial. But -- if
t hat answers your questi on.

Your Honor, | guess what I'd like to call to the
Court's attention at this point is there's never been a clains
anal ysis provided in this case. W've been asking for it
since July of '06, before the litigation was initiated. And
quite frankly, we don't know what the patent holder's position
is on an infringenent clains analysis.

The 30(b)(6) deposition testinony of the nost
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know edgeabl e i ndi vidual at Mdwest indicates there is no
infringenment. And so the concern | have wth regard to
l[imting evidence is we don't even know what they're claimng
the infringenent is at this date. There's no clains chart,
there's no piece of paper to present to the jury that provides
here's the clains and here's how the accused product reads on
t hose cl ai ns.

THE COURT: M. Skeriotis.

MR. SKERIOTlI'S: Your Honor, first of all, this goes --

THE COURT: W need to have you speak nore cl osely
into a m ke.

MR. SKERIOTIS: | believe this goes beyond the notion
inlimne nowto tal k about how we're going to present our case
and try it to the jury or the Court. However --

THE COURT: But it's very appropriate for a final
pretrial conference.

MR. SKERIOTI'S: Yes. Thank you. Apol ogize, Your
Honor .

We are going to rely upon the deposition testinony of
M. Fal kenberg and the docunents that have been produced
during discovery to show that the accused product, which is
the Durasoil product, contains the ingredients that neet the
el enents of the clains, specifically claim1 of the '260 and |
believe the '277 patent. '266 and '270 patent, Your Honor.

And we did provide a claimchart, Your Honor, that
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specified what the clains mean, and there's been no request
for Markman hearing by either party. And pursuant to your
previous orders regarding the -- your standing order with
respect to the case managenent plan, it was incunbent upon
either party to request a Markman hearing if they so desired.

THE COURT: Well, that's one of the issues that |'ve
got today. How do we try this patent case w thout having had
any clains construction?

MR. SKERI OTI S:  Your Honor, as |I'msure the Court is
wel | aware, you can -- not every claimis subject to a claim
construction. Not every claimelenent in a patent is subject
tothat. It's only those disputed claimterns.

THE COURT: Do we know what those are?

MR. SKERIOTIS: Apparently we either agree or we don't
know because neither party has pursued a Marknman heari ng
i ndicating they have a discrepancy with each other's claim
construction.

THE COURT: Well, that's my question. How do we try a
patent case when the people in this roomdon't know if we agree
on the neaning of the clains?

MR. SKERIOTIS: The way we're going to go about it
W th respect to our evidence, Your Honor, is, for exanple, if
in fact the claimsays it protects a chair and the accused
product has a seatback and | egs, one would point to the accused

product and say here are the legs, here's the seatback. And
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therefore those two el ements woul d be found on the accused
pr oduct .

THE COURT: And if the other side says we don't agree
it protects a chair, then what do we do in front of this jury
in the mddle of trial?

MR. SKERIOTIS: Well, again, that's part of our notion
inlimne to say this isn't the proper tinme to have a claim
construction effort because that shoul d have been done prior to
the Court, so the jury would say --

THE COURT: But it wasn't done by either side.

MR. SKERIOTIS: Correct. So what you do, in ny
opi ni on, Your Honor, you take the ordinary neaning of the claim
ternms as they're given or there's no claimconstruction at all
and that would be our burden to show that their product neets
our clains as witten in the patent.

THE COURT: It is ny obligation to say it applies to a
chair or doesn't apply to a chair. Correct? To construe the
claim

MR. SKERIOTI'S: To construe the claim yes. |ssue of
infringenment is a fact question.

THE COURT: So we're in front of a jury, we're now a
day into trial and it's clear you think it covers a chair and
they don't. Wat do we do? |'ve never construed the claim
The jury can't decide that issue.

MR. SKERIOTIS: Typically what you woul d do, Your
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Honor, it's my understanding is you take the claimelenent just
as an ordinary case where the claimitself has not been -- the
cl ai m el enent has not been defined and you say if you find that
the clainmed elenent is found on the accused product, or
contained wwthin the ingredients of the accused product, check
here. |If you believe the plaintiff, in this case the

def endant, has shown by a preponderance of the evidence that
this elenent is not found in the Durasoil product, check here.
And that's how you would go down that.

THE COURT: But if you're claimng that the claimis
for a chair and they're claimng it's for a desk, don't | have
totell the jury it is a desk or chair before they can start
checki ng boxes?

MR. SKERIOTlIS: Well, again, Your Honor, | believe
that to sone degree you would have to do that if the claim
element itself is in dispute by the two sides. However, again,
not every claimconstruction, not every claimelenent gets
defined and in the situation --

THE COURT: | understand that. M problem and |
don't mean to interrupt you, but I"'mreally perplexed by this.
|'ve never seen a trial where you're doing claimconstruction
on the fly in front of the jury. O where you start the trial
not even know ng what clains need to be construed. Have you
tried a case |ike that?

| " ve done Markman hearings to resolve that and it's
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all typically done before summary judgnents are filed.
Everybody knows what the disputed clains nean once that ruling
is in hand, and you go forward and try the case on the basis
of that construction.

|"mreally struggling with how we do this when we

start trial on day one not even know ng what needs to be

const r ued.
l"minviting your coments. And I'll hear from
M. Passarelli on that as well.
MR. SKERIOTIS: | guess | apol ogi ze, Your Honor, if I

haven't nmade nyself clear. But, again, you would try it the
same way we would try a situation where the claimitself, or
claimel enent, has not been construed by the Court because the
parties at the pre-Mark- -- or at the Markman hearing agree the
cl ai m does not need to be construed by the Court. So then you
go through the trial and at trial the claimapparently has
taken on a different neaning between plaintiff and defendant.
At that point, the Court doesn't go back and then say, okay,
"' mgoing to go back now and construe this claimnow. It
submts that claimelenent to the jury and says, if you find
that the plaintiff, again in this case the defendant, but if
you find the plaintiff has shown, has net its burden with
respect to showing that that claimelenent is found in the
accused product, then you check here. And that's the way it

goes down throughout the jury instructions.
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So, for exanple, in this case, let's take, for
exanpl e, as a hypothetical, we have a difference opinion what
a synthetic isoal kane is.

THE COURT: You want to say that nore slowy for the
court reporter.

MR. SKERIOTIS: [|'msorry.

Let's say, for exanple, we have a difference of
opinion as to what a synthetic isoal kane is.
|-SSOAL-K-A-NE. Wichis aclaimelenent in claim1 of
both the patents at issue. Wuat the jury would have in front
of themis an instruction: "If you feel as though the
def endant has shown beyond a preponderance of the evidence
that a synthetic isoal kane is found in the Durasoil product,
check here."

The next claimelenent: "If you find that the
Durasoi |l product has a binder, check here."

If in fact -- and the third one would be, "If you
have found 1 and 2 to be found in the Durasoil product, you
necessarily have found infringenent because you have satisfied
all elenments of claim1, which is an independent claimof the
‘267 and ' 270 patents.”

And if in fact the jury says, "Well, | don't know
what a synthetic isoal kane is,"” then | submt, Your Honor, we
didn't prove that elenent to the jury.

THE COURT: Let's say you and Soilworks di sagree on
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what a binder is -- you're arguing it's one thing;

M. Passarelli is arguing it's a different thing -- and | ask
the jury on the verdict form have they proven that the
Soi | wor ks product has this binder, and the jury says "we don't
know what is neant by 'binder,'" then you're saying | ought to
instruct themif that's unclear to you, then M dwest |oses.

MR. SKERIOTl'S: That would be correct, Your Honor.
That's ny understanding of the way the |aw would work in a
situation like that.

THE COURT: So the burden of claimconstruction
anbiguity falls on you

MR. SKERIOTIS: | would say at this point, Your Honor,
fromthe standpoint of proving our case as to whether or not
infringenment is found by the jury on that claimelenent, that
woul d be a correct answer, yes. Wether or not the burden is
on me, | don't know of any case | aw that woul d support that as
far as claimconstruction.

THE COURT: Let ne state it differently. The risk of
anbiguity is yours. |If you have to prove infringenment and you
haven't clarified the neaning of the clains going into trial
you take the risk of anbiguity that will prevent the jury from
ruling in your favor.

MR. SKERIOTIS: | believe that's accurate, Your Honor.
As set forth because, again, | think the patent hol der has

burden of proving infringenment, and in order to prove
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i nfringement he woul d have to show the clai mnecessarily was
under st andabl e by the jury such that they found it on the
accused product.

THE COURT: Okay. Thanks.

M. Passarelli.

MR. PASSARELLI: Thank you, Your Honor.

This issue perneates the entire trial, including our
case. Because our 43(a) case is based on our belief that
they're using this patent and they're abusing the patent in
ternms of its scope. And the difficulty is today we don't know
what their infringenment clains are. They haven't provided
themin answers to interrogatories, they haven't produced a
si ngl e docunent that would provide that. They have objected
to any questions by the 30(b)(6) nost know edgeabl e i ndi vi dual
at Mdwest as to any analyses. And in fact the 30(b)(6)

w tness, the nost know edgeabl e witness for M dwest, indicated
in his sworn deposition testinony that he's not aware of any
i nfringenent.

They're actually at that point in tinme, Your Honor,
pl ayi ng, | thought, sonmewhat of a clever gane. Wat they were
basically saying is we found docunents in the public record
t hat suggest characteristics to the Durasoil product, and we
don't believe or we've never done an anal ysis, we haven't
produced an anal ysis which denonstrates that Durasoil falls

wthin the clains elenent. But either your falsely
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representing the product characteristics, which is a 43(a)
claim or you're violating our patent.

Vell, as we stand here today, given the Court's
ruling on the -- on the summary judgnents, they no | onger have
that issue either/or. They now have to prove infringenent and
t hey haven't done so. And they cannot do so because the
mnute they try to introduce any testinony relevant to that
point we're going to object, and | don't believe they can
i ntroduce it.

So | honestly believe the patent infringenent clains
goes away at this point. But we're obviously waiting until
the presentation of evidence to do that.

And it's very difficult for this Court to address
construction issues if the Court doesn't know which clains --
we don't even know what claimof the two patents they contend
are infringed.

THE COURT: Well, so it sounds, M. Passarelli, as
you're saying, we go to trial and you nmake a notion at the
close of the plaintiff's case. |s that what you're saying?

MR. PASSARELLI: Right now ! believe a directed
verdict will be -- will conclude the patent infringenent part
of this trial

Qobvi ously, 20/20 hindsight, nowthat we know what the
Court's order was, we'd |ove another shot at summary judgnent.

That's gone. But -- but as to the construction issues, we
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don't know, since we don't know what clains -- | nean the
Court is being asked to construe a patent w thout any

ci rcunstances surrounding it, which | agree with you, |'ve
never seen a patent case where we didn't even have a clains
anal ysi s.

And the Robotics case, which we directed the opposing
counsel's attention to before the litigation started,
suggested you have to do an anal ysis before you start accusing
peopl e of patent violations. And we still don't have it.

THE COURT: Al right. Hold on just a mnute.

M. Skeriota?

MR. SKERI OTl S: Skeriotis.

THE COURT: Skeriotis. I'msorry. 1'Il learnit.

You' ve only listed one witness for trial, | assune
it's the gentleman who's here. Well, you' ve |isted possible
others, but only one certain witness. |Is it your intention to

have him present the evidence fromwhich the jury could find
patent infringenent?

MR. SKERIOTIS: Yes, Your Honor, as well as M. Chad
Fal kenberg as well. And the docunents produced by the
plaintiff.

THE COURT: Now, if he said in his deposition that he
didn't know of any infringenent, howis he going to testify
differently at trial?

MR. SKERIOTlIS: He didn't say that, Your Honor. What
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M. Vital e said was, based upon a docunent that was presented
to himas an exhibit during his deposition, it would seemto
i ndi cate, based upon that docunent, that there would be no
infringement. He did not say that pursuant to all of the
information that he's received wth respect to the Durasoi
product that there is no patent infringenent. He never
testified to that.

And in fact, Your Honor, we've received other
docunents after the close of discovery which shed further
light on the Durasoil patent infringenent produced by
Soi | wor ks.

THE COURT: You're saying you received the docunents
from Soi | wor ks?
MR. SKERIOTIS: That's correct, Your Honor.

THE COURT: Do you agree with the assertion of
M. Passarelli that you have never expl ained to Soilworks how
their product infringes the '266 and ' 270 patents?

MR. SKERIOTlS: W do not, Your Honor.

At the tinme -- again, we' ve never been asked a
guestion with respect to all the docunents that have been
produced in this case, is there any infringenent based upon
t he docunents produced and the testinony of M. Fal kenberg,
whi ch, by the way, occurred after M. Vitale's deposition,
whet her or not there was any infringenent.

For exanpl e, Your Honor, the claimchart produced by
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Soi lworks indicates that they neet several elenents of claiml
of the '266 and '270 patents. Then we received a docunent
afterwards, Your Honor, that shows that they indeed neet other
el enments of the claim Their own docunents, Your Honor, prove
patent infringenent, that they have supplied to us.

THE COURT: That wasn't ny question. M/ question was,
that | didn't ask very clearly, have you ever explained to them
how you think there's infringenent? Do they know t oday how you
think there's infringenent?

MR. SKERIOTIS: | guess | beg the Court to explain
that question. Have we outlined the case for themas to why we
bel i eve --

THE COURT: No. You just explained why you think
their products infringe your patent.

MR. SKERIOTIS: Yes, we have. W told them based upon
publicly available information that we were able to ascertain
at the tinme the deposition was taken that they infringe our
pat ent s.

THE COURT: Well, have you said nore than that? Have
you said, "and this is why," and explain to themthe
i nfringenent?

MR. SKERIOTIS: This is a chemcal case, Your Honor
What we did was we said your product contains a synthetic
i soal kane, and we believe your product contains a binder

consisting of either carboxylic acid, an ester, and two other
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things | can't recall. O two other things. So we have told
them that, yes.

THE COURT: In what formdid you tell themthat?

MR. SKERIOTIS: W told themin witten formthat
predated this trial -- I'"msorry, predated the conplaint that
gave rise to declaratory judgnent action and we asked for nore
i nformati on about that, which they never supplied. W've also
supplied -- given testinony based upon, again, publicly
avail able informati on and said these are the claimelenents we
bel i eve are net.

THE COURT: \What testinony are you referring to?

MR. SKERIOTIS: M. Vitale's testinony, Your Honor,
where he said these claimelenents are net, but then they would
specifically provide hima docunent and say, based upon this
docunment, woul d you believe there's any patent infringenent.
And his answer was based upon the docunent we have thus
received, it appears you don't have the binder.

But then |l ater docunents, such as claimchart, as
well as testinmony from M. Fal kenberg, would indicate that
t hey do.

THE COURT: Al right. Any other coments,

M. Passarelli?

MR. PASSARELLI: Yes, Your Honor, | believe that is a

m sstatenent. W asked Interrogatory Nunber 7: For each claim

of defendant's patents that defendant asserts are infringed by
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plaintiff's products, A, identify and explain in detail the
basis for each claimof infringenent, sem colon, and, B,
provide a claimchart showi ng the correspondence, parentheses,
or, alternatively, the lack thereof, parentheses, between each
and every el enent of each such claimand the ingredient,
conposi tion, conponent, feature, portion, or chem cal nmaterial
of each such product identified in your answer to subpart A of
this interrogatory that you contend infringes in the asserted
claim

Def endant obj ected subject to and w thout further
wai ving any of the objections defendant answers as foll ows:
A, the basis for defendant's belief that plaintiff Durasoi
product may infringe defendant's patents is plaintiff's
publicly available information regarding its Durasoil product
and the pre-lawsuit comuni cati on between respective counsel
regarding the issue of infringenent and, B, a claimchart wll
be provided. A claimchart has never been provided. There is
no claimchart in the identification of witnesses. There's no
pi ece of paper that would allow this jury to understand in any
respect which of the clainms they contend are accused or
i nfringed and how our products fall within those clains.

THE COURT: Did you ever follow up on that
i nterrogatory answer?

MR. PASSARELLI: No, Your Honor, because after the

30(b) (6) deposition, his deposition testinony confirned they
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have no evidence to support --
THE COURT: So you didn't. You never --

MR. PASSARELLI: D d not.

THE COURT: -- never in effect forced themto disclose
it?

MR. PASSARELLI: | did not. But | can't inagine they
can now -- they can't point to -- the jury to a docunent that

anal yzes that. They admt they have never done an anal ysis.

In their deposition there was sone anal ysis done by
the | awers, but we weren't allowed to exam ne the w tness
under -- they took the position it was privileged attorney
wor k product.

MR. SKERI OTl S:  Your Honor, want to clear up one thing
real fast. Exhibit Nunbers 2 and 3 in our exhibit list are the
claimconstruction charts that we provided. |'mnot sure what
M. Passarelli is stating when he says we never provided a
claimchart.

THE COURT: Were those provided in response to that
interrogatory?

MR. SKERIOTIS: | believe so. If not, if there was --
if it -- 1 believe it was. And if not, was there an order? |
don't recall if there's an order in this case requiring us to
exchange claimcharts. If not, it was provided pursuant to
their request.

MR. PASSARELLI: That was a claimconstruction chart
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not a clainms infringenent chart, which we asked for in the
initial letter, and then subsequently in the interrogatory.

THE COURT: All right, et ne cone back to where we
started. M. Passarelli, is Soilwrks going to seek to use any
docunentary evidence on this infringenent issue besides the
patent that you nentioned a nonent ago and the July 2007 chart?

MR. PASSARELLI: Wth the possible exception that the
parties have exchanged the file wapper, but neither party has
marked it as an exhibit and that would potentially be an
intrinsic evidence that the Court could use to construe a
patent claimif that issue conmes up.

THE COURT: Well, in light of what's just been said,
it sounds like there's nothing they're trying to use that your
motion in limne is directed at. Do you agree with that,

M. Skeriotis?

MR. SKERIOTIS: That's what it sounds |ike, Your
Honor, yes, | would agree with that.

THE COURT: Okay. Well, with respect to this notion,
|"mgoing to grant it because there is nothing that Soilworks
intends to use or, in ny view, could use beyond the patents
t hensel ves and the July 2007 chart. The notion also seeks to
precl ude Soilworks fromchallenging the validity of the M dwest
patents. Soilworks didn't respond. | upheld the validity in
my sunmmary judgnment notion, so | think that's why you didn't

respond.
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MR. PASSARELLI: Correct.

THE COURT: The next notion by Mdwest is the notion
in limne regarding any |egal advice that Soilworks may have
received. I'mgoing to deny this one as noot. There's no
issue on that. Soilworks has nade clear in its response it's
not asserting an advi ce-of-counsel defense.

The next notion in |Iimne concerns testinony and
evi dence regardi ng conposition of Durasoil and other products.
This is Docket 106.

M dwest seeks to exclude any evidence on the chem cal
conposition of Durasoil asserting that it asked for it in
interrogatories and that it was not provided, with the
exception of three ingredients.

In response, Soilworks says that it did provide that
list of three ingredients. It also provided the MSDS for the
product, and a sanple of the product.

My question to you, M. Passarelli, is in terns of
docunentary evi dence, do you intend to use anything beyond the
list of ingredients, the three ingredients that was provided,
and the material safety data sheet to prove the conposition of
Dur asoi | ?

M . Dosek?

MR. DOSEK: No, we don't.

THE COURT: kay.

Al right, I will grant the notion and the evi dence
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will belimted to those docunents.

The next notion is Docket 107 concerning liability
insurance. |'mgoing to grant this notion.

M dwest wants to bar evidence of liability insurance.
Sout hwest agrees. So I'lIl grant the notion. There will be no
evi dence on insurance.

The final notion is Docket Nunmber 110. It concerns
evi dence regarding i nnocent trademark infringenent and M dwest
seeks to preclude Soilworks from addressing that issue.

As | previously indicated, | did not decide in ny
nmotion for summary judgnment that the infringenment was willful,
and therefore I'mgoing to deny this notion.

Let nme ask you a question about the final pretrial
order. Page 13, right at the bottom paragraph i.

Paragraph i says an issue in the case is whether from 2006

t hrough today M dwest has nmade statenents that would basically
be fal se advertising. Now, |'d understood you a nonent ago,
M. Dosek, to say you're only intending to litigate the four
docunents, the two letters to the Al askan conpany, the press
rel ease, and the chart. So |I'massumng there's nothing in
this paragraph that's going to be litigated. Am | m ssing
sonet hi ng?

MR. DOSEK: There isn't anything in this paragraph,
Your Honor, that's designed in any way to expand upon the

limtation. W don't have evidence of the fal se advertising on




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

43

the part of M dwest beyond those docunents and the
ci rcunst ances surroundi ng those docunents that we've previously
di scussed.

THE COURT: Ckay.

Al right. 1'mgoing to adopt your final pretrial
order. It will govern the evidence, objections, and issues to
be addressed at trial. Oobviously nmy rulings on the notions in
limne will also be relevant to what happens at trial. And

any changes to it will require satisfaction of the manifest
i njustice standard.

MR. MARVI NNEY:  Your Honor?

THE COURT: Yeabh.

MR. MARVI NNEY: On behalf of Mdwest nay | address the
Court on just a couple points, if I may?

THE COURT: Related to?

MR. MARVI NNEY: The final pretrial order as it's
been --

THE COURT: You may.

MR. MARVI NNEY: On that page 13, that one subpart i at
the very bottom of the page about which you were just speaking
with M. Dosek, there was an unintentional and acci dental
om ssion on the defendant's contention there, and it would be
obviously simlar to what M. Skeriotis was saying before. And
| didn't nmean to have that om ssion in any way influence the

Court --
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THE COURT: That's why | asked about it. But it seens
tonme it's not really relevant because we all know now that the
fal se advertising claimby Soilwrks is limted to those four
I nst ances.

MR. MARVI NNEY: Thank you very much. That clarifies
that. | just didn't want that to be subsuned into the record
wi t hout any adj ustnent of that.

And if | may, Your Honor, with respect to exhibits,
M. M/les raised a point to ne today in our discussions prior
to com ng over here, he's obviously nmuch nore famliar with
practice before this Court than I, and | apol ogize for that.
Not his expertise but ny lack of, if you wll. And with
respect to trying to put together exhibits, a question cane up
about exhibits that m ght be used in the course of summary or
course of just denonstrative or exenplar purposes, and
M. M/les nade a point to ne that we should bring such
exhibits to your attention, obviously, if they aren't already
i ncluded in the books.

There were just a few photographs that we had found
that woul d be used as denonstrative of M. Vitale's efforts to
perfect and brand the Soil Cenent brand and these were just
going to be used in the process of, "M. Vitale, can you tel
us," "Yes, |'ve got a nunber of photographs show ng ny trucks
and showi ng ny advertisenents dealing with the Soil Cenent

brand over the years."
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That was nmy om ssion and my error, Your Honor, in not
i ncluding these in the docunent because | didn't | ook at these
as being sonething we'd necessarily be using to admt to
necessarily prove a specific point of evidence but just to
provi de background. | have themwith ne. | can give themto
the other side today. They have already seen these in
di scovery, there's no surprise here at all. | can provide a
copy to the bench as well, if you should so choose. These
woul d be Exhibits 131 and 132 to our pretrial order, if in
fact it's all right at this tinme to add them

THE COURT: Are these matters you woul d seek to have
admtted into evidence?

MR. MARVI NNEY: Potentially, yes. But it's -- again,
it's supplenental to what M. Vitale's testinony would be as
opposed to anything that's new here at all before the Court.

THE COURT: M. Dosek.

Just one mnute, Gary, and we'll get you in here.

MR. DOSEK: Anong all the docunents --

MR. MARVINNEY: If | -- if | may. It would be 132 and
133. | apol ogi ze for m sspeaki ng.

MR. DOSEK: As | was saying, anong all the materials
and docunents that have been exchanged by the parties in this
case, | very well may have seen what he's referring to. But |
don't know that | have. And | don't know that any reference

has been made to them previously. And what he's tal king about
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and purporting to do does not deal with charts or denonstrative
aids. He's purporting to ask these be added to our exhibit
list as exhibits to be offered into evidence at trial. That's
not denonstrative. Those are -- those are evidentiary trial
exhibits that he's asking be added to the Ilist.

THE COURT: So you're objecting?

MR. DOSEK: | am obj ecting.

THE COURT: Al right. W're going to change court
reporters, so nobody talk for a mnute.

(Break taken to change court reporters.)

THE COURT: Al right. M. Dosek, do you see
prejudice if those docunents are allowed to cone in?

MR. DOSEK: That's really a difficult question to
answer. | do not recall having seen these photographs before,
and to answer as to whether or not there would be prejudice if
they cone in on the spot, as | stand here, | don't know

THE COURT: Al right. This is what we're going to
do. I'mnot going to permt themin the final pretrial order
today. W're going to set in a mnute a final conference
that's going to occur a couple of days before trial.

Provi de copies, if you would, M. Marvinney, to
M. Dosek that he can take with him

MR. MARVI NNEY: He has them

THE COURT: So you don't want them back?

MR. MARVI NNEY: No, those are his copies.
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THE COURT: So pl ease be prepared at that fina
conference to state if you feel you're prejudiced by them O
alternatively, if you think there's sone additional docunents
you need to put in to counter them identify those and I'I|
decide at that final conference if you're prejudiced, or if we
can balance it and |l et you each bring in nore, and I'll make
the call after you' ve had a chance to think about that.

kay. Let's talk about the length of trial. 1'ma
bit puzzlied by this, so M. Dosek or M. Passarelli, perhaps
you can hel p ne.

You have asked for 16 hours for your case: 12 hours
for your case and four hours for rebuttal. Maybe they are
dividing the four hours equally, so it's 14 hours. You' ve
really got one claimyou're proving, which is this false
advertising cl ai mbased on four docunents that sounds to ne you
could do in a couple of hours.

Wiy are we at 14 or 16 hours in your estimate of trial
tinme?

MR. DOSEK: The only reason that we are, Your Honor
is that | guess ny concern is that when considering the
allocation of tinme, we're tal king about our cross-exam nation
of other w tnesses as opposed to our own direct testinony and
direct evidence in support of our clains.

| would agree with you that -- that presentation of

our case with respect to our clains should not take the anount
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of tinme that's identified in the pretrial. The bulk of the
time | think is going to be spent by us in defendi ng agai nst
the clains, the patent infringenment and trademark infringenment
clains rai sed by the defendant.

THE COURT: xay.

MR. DOSEK: So | guess, you know, the answer is that
that was intended to enconpass all of those activities.

THE COURT: Well, comng -- okay, thanks.

Comng to Mdwest, | can't imagine that there's going
to be much, if any, trial tinme devoted to your false
advertising claim M. Mrvinney, where you' re really just
seeking injunctive relief because Durasoil clainms -- because
Soi lworks clainms it manufactures Durasoil. That doesn't | ook
like a big tinme consuner to nme, am| about right?

MR. MARVINNEY: No, | think you' re on about that,
that's correct.

THE COURT: Simlarly, your trademark infringenent
claimis only an issue of damages, so that's not a particularly
conplicated matter. | nean, you're going to put on the
evi dence for damages that you think you need to, and |I'm goi ng
instruct the jury 1've already found trademark infringenent and
"1l probably end up nodifying it, or at least I'll have the
discretion to nodify it afterwards, so | don't see that being a
big tine consuner.

MR. MARVINNEY: If | may, Your Honor, | see where




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

49

you're going with this, and | don't disagree.

Again, as with M. Dosek, we were trying to predict,
in some ways, as you're very famliar with, the unpredictable,
and trying to discern what woul d be the anmount of time that we
felt fairly would, on the outside chance, keep within what we
need to prove and what we'd have to deal with in
cross-exam nation, and allowing for time for M. Dosek's
Cross-exam nation on these issues, an --

THE COURT: Well, your unjust enrichnment claimw !l be
no different than the danages clains on your tradenark
i nfringenment, right?

MR. MARVI NNEY: Much of the -- nmuch of the --

THE COURT: It's the profits you' re going to claim

MR. MARVI NNEY: And nuch of the evidence would be
subsunmed within the multiple clains, Your Honor.

THE COURT: So that |eaves infringenent, and we've
| earned a | ot today about the sparsity of evidence on
i nfringement on both sides. | nean, there's nothing hidden.
You guys know what's out there. You didn't think there was
much coming in here, and now you've confirmed that's all there
is. So it doesn't seemto ne that's a nulti-day issue, either.

Ar | mssing anything in what you're going to have to
cover ?

MR. MARVINNEY: | would think not, Your Honor.

The question that | have, and that again goes with ny
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lack of famliarity, perhaps, with your practice here, and that
is your trial days would assune how many hours per day?

THE COURT: W are going to get six hours of trial
tinme in a day, and we're going to start at 9:00 and go till
4:30 or 5:00 in the evening, depending on how | ong we need to
go. W'Il take a one-hour break for |unch.

And | amgoing to give you nine hours per side to put

on this case. That neans we'll have a total of 18 trial hours.
That's three days. It will take us a half day at the front end
to pick the jury, and we'll want to | eave a half day at the

back end for deliberations, so that's a total of four trial
days that 1'mgoing to allot for this trial

" mgoing to keep track of your tine. Everything you
do in front of the jury after it's sworn and instructed wll be
counted. So opening statenents, closing argunents, direct
exam nation, cross-examnation, will all be counted. 1'Il let
you know how you're doing on tine as we go along, so you can
adjust it. But | think all of this evidence can be easily
brought in within that anount of tine.

Usual ly | schedule trials within two nonths of the

final pretrial conference, but | amstarting a crimnal trial

next week that's going to take us through Thanksgiving. | have
every week in Decenber scheduled with trials. | have two
trials -- three, actually, three weeks scheduled for trial in

January. And so the only days | have available in January, but
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days on which | would like to set this trial, would be the 20th
t hrough the 23rd. That woul d be a Tuesday through a Friday.

Does that cause problens with any of your cal endars?

MR. DOSEK: Does not for nme, Your Honor.

MR. PASSARELLI: No, Your Honor.

MR. MARVI NNEY: The only issue is, Your Honor,
we're -- | have those days open on ny calendar, and | believe
M. Skeriotis does. W have a very large trial that's set in
New Hanpshire, in federal court in Manchester in February that
nost of this pretrial order material is due on the 30th, and
bel i eve that we can work within the Court's constraints and be
able to try this case during the tine that you' ve suggested.

THE COURT: Ckay. We'll set it, then, for January
20th through the 23rd. 1'mgoing to set a final conference for
4:30 p.m on the Thursday before the 15th, and out-of-state
counsel can participate by phone.

MR. PASSARELLI: Thank you, Your Honor.

THE COURT: And it's short. The only things we need
to do at the final pretrial conference is |I'mgoing to hand
you, if you haven't already received them ny proposed
prelimnary instructions and voir dire.

Have you got those already?

MR. DOSEK: W have, Your Honor.

THE COURT: Al right. 1'mgoing to have you give ne

your reaction to those at that conference. W'Il| talk about
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this exhibit issue. W'IIl just see if there's any other

| ast-m nute issues that have cone up, just so we nake sure
we're ready to go. And, as | say, you can all participate by
phone if you choose to do so.

Let's plan to have you here at 8:30 a.m on January
20th. W'Ill actually bring the jury panel up at 9 o'clock to
pick the jury. W'IlIl get the jury picked by noon and start
openi ng statenents after |lunch, and then we'll be done with our
18 hours of trial time by mdday on Friday so that they' ve got
Friday afternoon to deli berate.

We're going to seat eight jurors. As you know, under
Rule 48, there will be no alternates. They'll all deliberate
if they're all there at the end of the trial. A unani nous
verdict is required.

My practice will be to voir dire the entire panel.
We'll bring up all of themand seat themin nunber in the jury
box and in the rows behind you, and I'mgoing to ask the
voir dire questions of everybody. I|I'mgoing to then allow you
to ask foll ow up questions, and by foll owup questions | nean
you can follow up on answers the jurors have given; you
shoul dn't launch into new subjects that you ask the whol e
panel. If you think a subject needs to be covered that's not
innm voir dire, then bring that up when we get together for
that final conference

After you've finished your follow up questions |I'm
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going to send themto lunch. | will then tell you who |I'm
excusing for hardship, I'll hear challenges for cause, you'l
exerci se your perenptory strikes, and when they cone back from
unch we'll just call forward the eight who have been chosen to
serve.

Under our local rules, the perenptory strikes will be
si mul t aneous and secret. Each side will have three, so you'l
just indicate the three you're striking. W're not going to
take tinme to go back and forth, so we'll get through that
pretty quickly.

The rest of nmy jury practices are pretty standard.
instruct the jury after closing argunents. | do not allow
jurors to ask questions of witnesses. | do allowthemto take
notes, and | do instruct themnot to discuss the case until
they' ve heard all the evidence.

Any questions on jury sel ection?

MR. DOSEK: Yes, Your Honor. | think you may have
said this but | mssed it: How nmany potential jurors wll be
cal | ed?

THE COURT: |'mnot sure. |If we want to seat eight
and there's six perenptories, that neans we need 14.

We'l|l probably call 30, sonething |like that, for a
four-day trial. The jury office keeps those nunbers, and they
do a real good job of cutting it pretty close. | suspect it

will be about 30.
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MR. DOSEK: And then, I'msorry, Your Honor, but then
the eight who will actually -- these jurors will all be
identified by nunber, | presunme, and the first eight
nunmerically who haven't been excused or challenged will be
seat ed?

THE COURT: Correct.

MR. DOSEK: Ckay.

THE COURT: Actually, what we'll do is the first 14
who haven't been excused or challenged will be subject to your
perenptory strikes, and then, if you strike six, then we're
left with eight. If you overlap sone, then we take the eight
with the | owest nunbers.

MR. DOSEK: Ckay.

THE COURT: Al right. There are a nunber of
stipul ati ons at the begi nning of your proposed final pretrial
order. My practice generally is to read the stipulations --

That's sonebody's Bl ackberry or cell phone that's on
Even if your phone's on nute, it interferes when a nessage
cones in, so if you could nmake sure you turn it off, that would
be great.

My practice generally is to read the stipulations to
the jury after 1've given themthe prelimnary instructions and
bef ore openi ng statenents.

| s that acceptable to everybody?

VR. DOSEK: It is with us, Your Honor
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MR. MARVI NNEY: As with us, Your Honor. Thank you.

THE COURT: Cxay.

The statenment of the case that you all submtted left
out Mdwest's false advertising claim | didn't knowif you
wanted to include it or not.

Wiy don't you look at it and see if you want to -- we
don't need to go through it now, but if you want to add a
sentence, then let's take that up when we get here in that
conference on the 15th of January.

How is it you intend to present depositions? O, nore
to the point, have you vi deotaped any of the depositions?

MR. DOSEK: W have one. The deposition of Todd
Hawki ns has been vi deotaped, and portions of that deposition
have been desi gnat ed.

THE COURT: Are there objections in the designations?

MR. DOSEK: | don't think that there are.

THE COURT: Al right. Let nme just say this --

MR. DOSEK: There aren't.

THE COURT: There aren't. Okay. So you'll go ahead
and prepare those tapes without nme needing to rule on anything.
MR. DOSEK: Well, | think that there are not

obj ecti ons because that issue has not been consi dered.

MR. MARVI NNEY: Your Honor, if | may assist here, if |

may.

In addition to M. Hawkins that the plaintiffs will be
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usi ng, that would be Soilworks, we will be using portions of,
as has been designated in the pretrial order proposed, portions
of M. Hi ckman and M. Gordon, who are from Al aska. And their
depositions were also duly recorded and they're on a DVD

And | think M. Dosek and | can work very carefully to
make sure that we produce a DVD, if this is where you' re going,
Your Honor, if | can predict, we can produce a DVD that has
everything other than the objections, if there are any --

THE COURT: Well, now, here's what | want to point
out. If there's an objection that was made during the
deposition that | need to rule on, so you know what to put on
the DVD you're going to show the jury, you need to get that to
nme.

So conpare notes. |If there's sone objections you want
to rule on, then have sonebody highlight the portions of the
transcript and the objection you need ruled on and get it to ne
in the next few weeks. |1'lIl get you a ruling, and that way
you'l | know what to put on the DvVD

For those that weren't videotaped, we'll just have
sonebody at the lectern read the questions and sonebody in the
W tness chair read the answers, and if there's an objection
sonebody wants ne to rule on, I'll rule onit as it's being
read so we won't have to deal with those before trial

Lisa wll give you a little handout on sort of

courtroom procedures we use during trial, but will just
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famliarize you wwth our |ocal practices.

Is the rule going to be invoked in this case, the rule
of excl usion?

MR. DOSEK: It is, Your Honor.

THE COURT: Al right. 1'Il leave it to you to inform
your own w tnesses of the rule of exclusion. Cbviously, if
it's your client who's a witness, the client can sit through
the trial.

MR. DOSEK: Thank you, Your Honor.

THE COURT: Sonebody still has a DVD or a cell phone on
mute. You m ght just check.

Maybe it's you, Gary.

Ckay. M. Dosek or M. Passarelli, are there other
matters that you want to raise?

MR. PASSARELLI: Your Honor, should we address that
clains analysis in a bench brief or sonething for your Court's
conveni ence? (Qoviously, that's going to be an issue.

THE COURT: \What would be in the bench brief?

MR. PASSARELLI: There seens to be a big dispute as to
what was di sclosed, and their ability to -- to put in evidence
of an infringenment of the patent clains.

THE COURT: So what would be in the brief?

MR. PASSARELLI: Specific excerpts of deposition
testinony. | nmean, | think we basically disagree on what the

deposition testinony says, and that --
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THE COURT: | guess |'m not understandi ng,
M. Passarelli, what | would do with that.

MR. PASSARELLI: R ght now, we're |ooking at -- |
mean, at sone point they're going to either -- probably attenpt
to put in evidence of a clains analysis that has not been
produced, a clains analysis chart.

| can't imagine the jury is going to even understand
the patent infringenent part of this case, and it sounded |ike
they're going to patch sone deposition testinony with their own
exhibit testinony, and I'mjust wondering if -- | believe it's
inevitable that that issue will be raised in the m ddl e of
trial. Because we're going to guard the record very jeal ously.
They have not established an infringenent analysis, and they're
not going to be able to slop one in through any testinony or --

THE COURT: So I'mstill not understanding what's in
the briefs. | can understand what objections you m ght make
during the course of trial

Are you saying that you'll preview for nme the
obj ections, or you want each side to lay out their clains
position, or --

MR. PASSARELLI: It would be -- it would be basically
t he evidence that would preclude themfromintroducing -- to
substanti ate the surprise objection, probably is the best way
to describe it.

It would be if we filed it today, it would be what you
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would call not a notion in limne, but a notion for sumary
j udgnent .

THE COURT: Right. That's what |I'mthinking. You

know - -
MR. MARVI NNEY: That ship left the station, Your
Honor .
THE COURT: |1'msorry?
MR. MARVINNEY: | apologize, | -- | just said it seens

that ship left the station.

THE COURT: | understand. | just |ove reading you
guys' briefs. | think we've gotten to the eve of trial w thout
t hose issues being resolved, and we're going to have to do the
best we can during trial. The fact that I'min wall-to-wall
trials fromnow until we start this is really why | don't think
| should take tinme to do sonething in advance of trial that
really would be in the formof a notion for summary judgnent.

Qovi ously, you all ought to be prepared at trial to
make objections, and to denponstrate why it is you think
should rule in a particular way, but | don't think we ought to
try to do that in advance of the trial.

Counsel, do you have anything el se that we ought to
rai se today?

MR. MARVI NNEY:  Your Honor, it's just a nonent of
fly-specking, if you will. On the final pretrial order, on

page 4 -- I'msorry, 24, section Roman nuneral snmall case viii,
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that would be 8, in reference to Stephen Gordner, his
anticipated testi nony would be, of course, M. Gordner is an
enpl oyee of Spenard Buil ders Supply, not M. H ckman. And that
was an error in the brief, and we apol ogi ze for that.

THE COURT: Al right. GOkay. Let nme address one
final subject.

You know, sonebody has sonething on in the courtroom
Has everybody got your phone conpletely off?

MR. MYLES: No phone.

MR. MARVINNEY: Mne's off.

THE COURT: Ckay. |'mjust going to talk out |oud for
a mnute, but I'mnot -- | amnot preview ng how I'mgoing to
rul e because | need to hear the evidence, but | think the
clients ought to hear this.

| am frankly, quite puzzled as to why this case is
going to trial. And maybe it's the patent infringenent issue,
maybe that's what it is. But it doesn't look tone like it's a
trial that's going to result in a significant anount of noney
recovered on either side. | could be conpletely wong about
t hat .

But, you know, the false advertising claimthat
Soi | works has based on two letters -- well, you' ve already
i ndi cated you really don't have a damages claimthere. You
want some future injunction that they won't threaten patent

i nfringenment again.
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The trademark infringenent based on the use of the
Soi |l - Senent words in the Internet search engines, you nay have
evidence that I'mnot privy to, but it seens to nme proving what
damage occurred to Mdwest by that action is going to be very
difficult.

If you weren't able to track sales that went to
Soi | wor ks because they had those netatags, or those key words,
it's going to be tough to show And the case lawis quite
clear that even if you can recover lost profits, it's only as a
substitute for a precise neasure of danages, so that any | ost
profits you recover, in ny view, unless you show ne ot herw se
in the case law, will be to conpensate you for sales you | ost
because of their use of those Internet words. And if you can't
show that there were real sales lost, then it doesn't seemto
me the profits should be handed over.

And, of course, that's a decision I'll have to nmake
after | hear the evidence. But at this stage, |'mhaving a
hard tinme seeing where there's going to be a significant nunber
of sales that were lost as a result of that. O course
there's no damages to be awarded because they claimto
manuf act ure Durasoil .

The unjust enrichnment claimis going to be the sane
issue. It's going to be: \What enrichnment was unjust? Can you
show that they have recovered profits that you woul d have

recovered had they not used those netatags or key words? And
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if you can't show that, then it seens to nme proving unjust
enrichnment is going to be tough

So on both sides, | don't see | arge danages cl ai ns.
And maybe the answer is that this is a patent fight and you're
conpetitors, and you want to prove that your patent is
infringed by their product and they want to prove it's not.

But if that's why we're here, this is a very uncertain
patent trial. W're going into this trial not even know ng
what clains are at issue; not know ng exactly what evidence is
going to be adm ssible; not knowing if the jury's going to be
able to sort it all out.

So it seens to ne there's uncertainty both ways. And
for that reason, |'ve been scratching nmy head since | started
goi ng through this book at hone | ast night as to why this case
is going to trial

What | am going to do between now and the end of
January is I'mgoing to require you all to sit down and try to
settle -- settle the case, with the clients in the room And
|"mgoing to have you do it with a magi strate judge in this
bui l ding who will sit down and try to help you settle the case.

Because you now know nore than you wll ever know till
we get to trial about what this case |ooks like. | think
you' ve probably learned a | ot from each side today about just
what the evidence isn't.

And so I'mgoing to require in the order that | issue
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after today that between now and Decenber
Phoeni x if you're out of state,

judge for a settlenent conference,

15th you all cone to

sit dowmm with a magi strate

and see if he can help you

resolve this case, and save the tens of thousands of dollars

that will be spent on attorneys'

fees if this case goes to

trial, recognizing that although the |aw allows the recovery of

attorneys' fees, that's only in exceptional cases in this kind

of litigation. And exceptional

cases are just that: they're

exceptional. They don't cone along very often. So the chance

of attorneys' fees being recovered is sonmewhat |ow, given that

hi gh exceptional case requirenent.

W will draw at randomthe nane of the nagistrate

judge who will sit down with you. | wll

tell you that al

four of the magistrate judges here in Phoenix | have found to

be very good at hel ping people settle cases. They work real

hard at it. They are all very experienced | awers and judges.

They will bring to the conference an infornmed view about this

case that | think you ought to listen to,

hel p you reach a resolution that wll

and maybe they can

avoid the need for trial.

And so that will have to happen by Decenber 15th of this year.

Are there any other thoughts or coments or issues

that need to be rai sed by anybody?

MR. MYLES:. Judge

In lieu of your order,

settl enent conference judge,

Don Myl es on behal f of M dwest.

or nedi at or,

if the parties can agree to a

could that be in lieu
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of a magistrate judge, if the parties agree?

THE COURT: Yeah, if you can get it done by Decenber
15th. Qoviously, you know the problemthere. The good
medi ators are hard to schedul e.

If you can do that, that's fine. The reason | want it

to happen by Decenber 15th is ny own interest: |If this case
settles, | need that week in January for another trial.
Soit's afirmtrial date. |'mnot going nove it for

you all unless it gets bunped by a crimnal case, but that has
never happened yet. | get the crimnal cases tried on tine.

But I'd like to know sooner rather than later if this
trial goes away so that we can use that week profitably.

MR. MYLES: Thank you, Your Honor.

THE COURT: kay. Thanks very nuch. W wll see you
in January if this case doesn't settle.

(Proceedi ngs concluded at 5:40 p.m)
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