
 

 

I N THE UNI TED STATES DI STRI CT COURT 
FOR THE DI STRI CT OF KANSAS 

 
HI MARK BI OGAS, I NC., 
 
    Plaint iff 
 
 vs.       Case No. 14-1070-SAC 
 
WESTERN PLAI NS ENERGY LLC, 
 
    Defendant . 
 
 

MEMORANDUM AND ORDER 
 

  On March 16, 2017, the court  denied the plaint iff Him ark Biogas, 

I nc.’s ( “Him ark’s” )  m ot ion to dism iss (ECF#  39)  all claim s, both its own and 

the counterclaim s of the defendant  Western Plains Energy LLC ( “WPE” ) , 

rem aining in this case. ECF # 56. With that  m ot ion, Him ark subm it ted its 

CEO’s declarat ion which stated that , “Him ark t ransferred its ownership 

interest  of the U.S. Patent  Nos. . .  .  to BABI ”  and that , “ [ p] ursuant  to the 

Assignm ent , effect ive August  21, 2012, Him ark did not  retain any r ights to 

license the patents in the United States.”  ECF#  39-1. Because there were no 

exhibits support ing this declarat ion, because this declarat ion cont radicted 

the express allegat ions of Him ark’s own com plaint  in this case, and because 

WPE quest ioned this latest  representat ion and sought  discovery on it ,  the 

dist r ict  court  allowed lim ited discovery on the issues raised in Him ark’s 

m ot ion and the CEO’s declarat ion. ECF#  45.  
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  A m onth later, on October 21, 2016, counsel for Him ark m oved 

to withdraw at  the client ’s direct ion. ECF#  46. Counsel at tached an em ail 

from  Him ark’s CEO which read, “ I  am  hereby direct ing you to im m ediately 

withdraw from  represent ing HiMark. We have decided to wrap up the 

business of HiMark and want  to lim it  all further out -of-pocket  costs. We 

understand that  this will likely result  in a judgm ent  against  the com pany, but  

as the com pany has vir tually no assets, we are indifferent  to that  

conclusion.”  ECF#  46-1. Before filing this m ot ion, Him ark’s counsel indicated 

in the em ail to WPE that  he would be withdrawing, because his clients 

intended to let  Him ark “disappear,”  to allow the charter lapse, and to cease 

Him ark’s legal existence. ECF#  49-4, p. 2. The m agist rate judge granted 

counsel’s m ot ion to withdraw. He also advised Him ark of its need to have 

legal representat ion and warned that  failure to have legal representat ion 

could result  in dism issal. ECF#  48.  

  WPE’s discovery requests concerning patent  ownership had 

yielded only two docum ents- -an assignm ent  of the patents from  Him ark to 

BABI  and an account ing firm ’s presentat ion pr ior to the assignm ent . ECF# #  

49-4, 49-5, and 49-6. Because Him ark had failed to answer all of the 

discovery requests, WPE filed a m ot ion to com pel. ECF#  49. The m agist rate 

judge granted this m ot ion (ECF#  52) , and then subsequent ly granted WPE’s 

m ot ion for sanct ions (ECF#  55) . I n that  last  order, the m agist rate judge 

granted WPE’s request  “ to subm it  proposed facts consistent  with its posit ion 
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that  BABI  is the alter ego of Him ark and/ or Him ark’s alleged t ransfer of its 

intellectual property to BABI  was a ‘sham ’ t ransact ion which this court  m ay 

disregard.”  ECF # 55. Based on these rulings, the dist r ict  court  entered an 

order on March 16, 2017, holding:  

The dist r ict  court  accepted the m agist rate judge’s uncontested findings 
that  Him ark had failed to cooperate with the discovery requests 
directed at  its pending m ot ion to dism iss. I n doing so, Him ark has lost  
its legal posit ion for seeking such relief at  this t im e. Having frust rated 
discovery on the m at ters in dispute, Him ark cannot  carry its legal and 
factual burden for obtaining dism issal. Moreover, Him ark’s legal 
representat ives have stated to counsel and the court  that  Him ark 
intends to abandon this lit igat ion and is indifferent  to the judgm ent  
likely to be granted against  it .  Therefore, the court  will deny Him ark’s 
pending m ot ion to dism iss and awaits WPE’s subm ission of proposed 
findings. 
  

ECF#  56, p. 5. After this order, several m onths passed without  either party 

act ing in this case, so the m agist rate judge issued on June 1, 2017, an order 

to show cause why claim s should not  be dism issed for lack of prosecut ion 

was filed. ECF#  59. The deadline of June 30, 2017, passed with only WPE 

filing a response. ECF#  60. 

  WPE indicates the part ies’ rem aining disputes are unresolved, 

and to cure its prosecut ion of its counterclaim s, it  subm its proposed findings 

of fact . I d.  at  p. 1. These proposed findings, however, were not  at tached to 

WPE’s response, but  they were em ailed to cham bers. Thus, there has been 

no effort  to serve Him ark with these proposed findings. 

  I n the m agist rate judge’s order on discovery sanct ions, the 

following was discussed:  
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WPE notes that  the quest ion of ownership of the intellectual property 
and patents which have been incorporated into WPE’s biogas plant  
rem ains unresolved. Thus, WPE argues that  after over two years of 
lit igat ion and arbit rat ion and incurr ing hundreds of thousands of 
dollars of at torney and expert  fees, it  st ill has no certainty as to 
whether it  m ight  be subject  to future lit igat ion over this intellectual 
property. WPE further suggests that  this uncertainty has also hindered 
WPE’s abilit y to br ing in third-part ies to assist  WPE in at tem pt ing to 
rehabilitate the biogas plant . 
 WPE seeks to cont inue this lit igat ion for two reasons:   (1)  to 
obtain a ruling from  court  prem ised on the findings of the Arbit rat ion 
Award, that  WPE is in com pliance with the term s of the License 
Agreem ent  and holds a valid license to use Him ark’s intellectual 
property in WPE’s biogas plant ;  and (2)  to com m ence collect ion efforts 
on the m onetary port ion of the confirm ed Arbit rat ion Award. 
 .  .  .  .  
 WPE requests that  the court  enter sanct ions against  Him ark 
pursuant  to Fed. R. Civ. P. 37(b) (2) (A) ( i) . Thus, WPE seeks an order of 
the court  direct ing that  the m at ters em braced in the order or other 
designated facts be taken as established for purposes of this act ion. 
Specifically, WPE asks the court  to allow it  to subm it  findings of fact  
consistent  with its posit ion, i.e., that  BABI  is the alter ego of Him ark 
and/ or Him ark’s alleged t ransfer of its intellectual property to BABI  
was a sham . As noted previously, Him ark has failed to t im ely respond 
to WPE’s m ot ion. 
 Rule 37(b)  governs sanct ions for failure to com ply with an order 
of the court . .  .  .  The court  has broad discret ion to im pose any 
sanct ion or com binat ion of sanct ions it  deem s appropriate, including 
deem ing as established the facts that  the m oving party was seeking to 
establish. Any sanct ion under Rule 37 m ust  be just . The court  should 
be guided by the concept  of proport ionality between offense and 
sanct ion. 
 The court  finds that  the requested sanct ion is appropriate under 
the circum stances here. . .  .  Thus, the court  grants WPE’s m ot ion and 
perm its WPE to subm it  proposed facts consistent  with its posit ion that  
BABI  is the alter ego of Him ark and/ or Him ark’s alleged t ransfer of it s 
intellectual property to BABI  was a “sham ”  t ransact ion which this court  
m ay disregard. 
 

ECF#  55, pp. 3-5 ( footnotes om it ted) . The court ’s disposit ive authority to 

handle these proposed findings com es from  the m agist rate judge’s sanct ions 
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ruling. The court , however, recognizes that  the content  and scope of those 

proposed findings rem ain a m at ter com m it ted to its sound discret ion. 

  “Sanct ions m ust  be ‘just ’ and related to the claim  ‘at  issue in the 

order to provide discovery.’”  Klein-Becker USA, LLC v. Englert ,  711 F.3d 

1153, 1159 (10th Cir. 2013) . The discovery that  was frust rated here is 

related to the quest ions of who owned the patents and who is the real party 

in issue. These quest ions are basic both to Him ark’s patent  infr ingem ent  

claim s and to WPE’s counterclaim s for declaratory judgm ent  of non-

infr ingem ent  and invalidity of the patents. I n its m ot ion to dism iss filed in 

July of 2016, Him ark first  raised the quest ions of patent  ownership and real 

party in interest  relief and relied exclusively on the unsupported declarat ion 

of its CEO. Him ark produced during discovery a copy of the assignm ent  

which is dated August  21, 2012. Eighteen m onths after this apparent  

assignm ent , Him ark filed the com plaint  start ing this act ion and alleged there 

that  it  owned the patents. ECF#  1, ¶ 33.  

  Prior to July of 2016 and Him ark’s m ot ion to dism iss, there was 

no disputed issue over the ownership of the patents. As it  had alleged, 

Him ark owned the patents, and this was one of the facts on which the 

part ies had arbit rated the case but  also had agreed to reserve the patent  

claim  for subsequent  adjudicat ion in federal court . Ownership becam e an 

issue when late in the case Him ark subm it ted its CEO’s declarat ion in an 

effort  to end this patent  lit igat ion and to cast  doubt  over the ent ire case.   
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  WPE offers its proposed findings without  linking them  to specific 

discovery requests to which Him ark failed to respond or to specific facts 

asserted in a m ot ion to which Him ark failed to respond. Thus, WPE does not  

show its proposed findings to be based on defaulted responses to discovery 

or to a m ot ion. I nstead, WPE is asking this court  to m ake findings as to the 

genuineness of a legal docum ent , the assignm ent , based on no m ore than 

unsupported allegat ions and to couch that  finding as based on the 

“overwhelm ing weight  of the evidence.”  This court  is not  in the pract ice of 

doing that . The court , however, finds that  a just , proport ional, and related 

sanct ion would be to st r ike and/ or disregard as inadm issible the declarat ion 

of Him ark’s CEO (ECF#  39-1)  and to st r ike and/ or disregard as inadm issible 

all references to and evidence of the assignm ent  from  the record. Such a 

sanct ion is direct ly related to Him ark’s last -ditch effort  to create an issue to 

underm ine this lit igat ion and is just ified by Him ark’s bad faith refusal to 

cooperate in discovery on this ownership issue. The effect  of this sanct ion is 

that  there is no evidence of record cont radict ing Him ark’s com plaint  that  it  is 

the owner of the patents. The court  expects WPE will act  prom pt ly in filing 

the appropriate m ot ion to address the rem aining patent  claim s and 

counterclaim s. 

  I T I S THEREFORE ORDERED that  as the just , reasonable, 

proport ional and related sanct ion im posed as a result  of the pr ior orders 

(ECF# #  55 and 56) , the declarat ion of Him ark’s CEO (ECF#  39-1)  and all 
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references to and evidence of the patent  assignm ent  dated in August  of 

2012 are st r icken from  the record or disregarded as inadm issible evidence, 

and the allegat ions in Him ark’s com plaint  that  it  is the owner of the patents 

in quest ion are not  cont radicted by any evidence of record.  

  Dated this 21st  day of July, 2017, Topeka, Kansas. 

 

                                  ___/ s Sam  A. Crow_________________________ 
    Sam  A. Crow, U.S. Dist r ict  Senior Judge  


