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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION

TRANSOCEAN OFFSHORE DEEPWATERS
DRILLING INC.,

Plaintiff,

VS. CIVIL ACTION NO. H-07-2392

MAERSK CONTRACTORS USA, INC,,

w W W W W W W

Defendant. 8

MEMORANDUM OPINION

l. INTRODUCTION

Before the Court are the various post-trial matiand briefs of the plaintiff, Transocean
Offshore Deepwater Drilling, Inc., [“Transoceantjcathe defendant Maersk Contractors USA,
Inc., ["Maersk”]. Transocean has pending its: i@tion for judgment as a matter of law on
indefiniteness [Doc. No. 252]; (b) motion for judgnt as a matter of law on enablement [Doc.
No. 253]; (c) motion for judgment as a matter of laf non-infringement [Doc. No. 254]; (d)
motion for judgment as a matter of law on obviogsn@®oc. No. 257]; and (e) motion for entry
of a final judgment [Doc. No. 284].

Maersk has pending its: (a) motion for judgmestaamatter of law concerning non-
infringement and obviousness [Doc. Nos. 247]; (lmtion to enter proposed conclusions of law
on enablement [Doc. No. 277]; (c) motion to entepoesed conclusions of law on obviousness
[Doc. No. 279]; and (d) motion for judgment as atteraof law for failure to prove damages
[Doc. No. 246]. Transocean and Maersk have edett fesponses and/or replies addressing the

others motions. The Court has reviewed the moti@sponses and replies and determines that a
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judgment as a matter of law, pursuant to Feder&dRof Civil Procedure, Rule 50(a) should be
entered in behalf of Maersk.
. FACTUAL SUMMARY — JURY VERDICT

A.  Factual Background®

The underlying factual history shows that the Whitgtates Patent Trademark Office
("PTO) issued United States Patent Nos. 6,047, 8% (781 patent") and 6,068,069 ("the '069
Patent") to Transocean on or about July 11, 200@. ifvention is described as Multi-Activity
Offshore Exploration and/or Development Drilling dled and Apparatus. Transocean's patents
generally presents an offshore drilling assembat thcludes a superstructure or derrick, a first
and second tubular advancing station, and an as$gemdacent to the stations capable of
transferring tubular assemblies between the stwtatiowing simultaneous drilling and auxiliary
activities for a single well. As a drilling conttac, Transocean provides drilling rigs to oil
companies with the pledge that its invention sal@ing time through the cooperation of the
two drilling stations under a single derrick.

On May 27, 2005, A.P. Moller-Maersk A/S negotiatedl contracted with Koppel FELS
Limited to build a DSS-21, an Ultra Deepwater Depehent Semisubmersible drilling rig.
Maersk A/S is a Denmark corporation and the paoénhe defendant Maersk. Maersk entered
into a contract on November 22, 2006, with Stagailf of Mexico, LLC to utilize the DSS-21 to
fulfill its drilling obligations pursuant to the atract. And, although the contract between
Maersk A/S and Keppel FELS was between two foregpporations, Transocean contends that
Maersk’s parent corporation, Maersk A/S acted ihatfeof Maersk, permitting Maersk to

contract with Statoil to supply the DSS-21 to Statdnich rig infringes its patents.

! The background facts are as stated by the Coitg Memorandum Opinion, dated May 4, 2009, [Doo. l42].
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At the time that Maersk contracted with Statoilaisocean was involved in a suit with
Global SantaFe Drilling Co., (GSF), that involvedhidar allegations of apparatus infringement
of the same or similar claims as those assertéteipatents-in-suit. A permanent injunction was
granted in behalf of Transocean against GSF in algn@007, enjoining GSF's use of its
Development Drillers | and Il to reach seabed andifilling or auxiliary drilling operations.

In the case at bar, the parties acknowledge tlatdntract between Maersk and Statoil
was executed before the rig was completed. Likevilse parties agree that the terms of the
contract permitted Maersk to modify the rig as 1sseey to avoid infringement of Transocean’s
patents-in-suit. And, finally, the parties do naspdite that the prior art discloses rigs that are
capable of conducting dual operations simultangoosimore than one well.

B. Jury Verdict Summary

This dispute was submitted to a jury over sevemls. On April 21, 2011, the jury
returned a verdict in behalf of Transocean basedinterrogatories that inquired whether
Maersk’s utilization of its drilling rig, pursuanto the contract with Statoil infringed
Transocean’s ‘069 and ‘781 patents, in particukim 17 of the ‘069 patent and claim 13 of the
‘781 patent. It was Maersk’s position that theseno infringement due to “obviousness” and
“lack of enablement.” And, at the conclusion akltr Maersk reiterated in its position, and
further claimed that Transocean failed to prove pineper measure of damages, assuming
infringement.

Special interrogatories were submitted to the.jurffhe jury answered “Yes” to the
guestion whether Maersk had infringed Transocedt® and ‘781 patents. The jury also
answered “No”, finding that Maersk had failed tamye that the ‘069 and ‘781 patents were

obvious. In further answers on the issue of nomasness, the jury found in behalf of
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Transocean on each of the nonobvious secondarydevasons, and against Maersk on factors
indicating obviousness. The jury also found agdaiNkersk on the issue of whether
Transocean’s patents were invalid due to lack acdbement. Finally, the jury awarded
Transocean $15,000,000 in damages based on tegtithanthe sum constituted a reasonable
license fee. The Court now turns to the issuesechi
1. OBVIOUSNESS — A QUESTION OF LAW

At the outset, the Court incorporates by referatec®lemoranda first entered in this case
in May and July of 2009.See[Document Nos. 142 and 148]. In light of thisangoration by
reference, the Court will not directly address hest matters except to (a) focus on the issue(s)
raised by the Federal Circuit in its remand andréisplve any issue(s) that must be resolved in
order to reconcile the jury’s verdict and the Cauprior legal conclusions. To the extent that
any party contends that the rulings made herenacenflict with previous written or oral rulings,
the prior rulings are withdrawn.

A. Prima Facie Obviousness

The Federal Circuit expressed the opinion thatcthabination of the GB Horn ‘836A
and Lund ‘439 patents teach all the limitationglafm 17 of Transocean’s ‘069 patent and claim
13 of Transocean’s ‘781. However, it opined thed teferences alone were insufficient, as a
matter of law, to establish obviousness becausesdean had presented “significant objective
evidence of nonobviousness.” The Federal Cironilifed to Transocean’s evidence concerning
industry skepticism, industry praise for the duahg rig, commercial success, and copying by
others including A.P. Moller-Maersk/A/S.

Obviousness is a question of law based on unaeriguestions of factSee Power-One,

Inc. v. Artesyn Techs., InG99 F.3d 1343, 1351 (Fed. Cir. 2018yrizap, Inc. v. Woodstream
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Corp.,520 F.3d 1337, 1343 (Fed. Cir. 2008). It is tlen€s opinion, even in light of the jury’s
findings concerning the secondary consideratidmet, Transocean’s invention merely combines
familiar and known elements that do “no more theatdypredictable results.Agrizap 520 F.3d

at 1344. The Court relies on its reasoning adas#t in its Memorandum and Opinion, dated
July 28, 2009, (Document No. 148) and will not agstthat reasoning here. However, the Court
will address the secondary considerations thajuttyefound tends toward nonobviousness. It is
the Court’s opinion that the evidence presentadssfficient, as a matter of law, to overcome
Maerskprima faciecase of obviousness. Therefore, the Court distlegae jury’s findings for
the reasons stated.

First, the Court is of the opinion that the evidetiails to support the jury’s finding that
Transocean’s dual string rig experienced “commeéstiacess.” The evidence shows that at the
time Transocean’s patent issued, the drilling imgue/as fully aware of the possibilities of a
dual string rig as prior art. In fact, it had beeell established as part of the current rig landeca
since 1990. However, the industry had determihatl there was no great demand for the dual-
string technology in shallow water drilling. Onlkhen rig use in deep-waters increased around
2000 did interest in the capabilities of Transoceaew dual string rig attract attention. By this
time, however, Transocean’s technology had beeectex] in Europe as failing to invent
something new. The European patenting authoritpdaihat there was no significant difference
between the prior art [Lund and Horn] and Transotealaimed invention. It found not only
did Lund and Horn teach all of the limitations afafisocean’s ‘069 and ‘781 patents, but that
Horn also presented the logic for combining therpart in its reference.

Hence, this Court concludes that the evidence ssfiitient and fails to support the

jury’s findings of commercial success, in lighttbe prior art. Further, the Court holds that in
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light of the fact that Transocean’s sale of itshtemogy is due primarily to various litigation,
those sales do not support the argument for comaheaccess as the sales are not a result of a
free market.See EWP Corp. v. Reliance Universal IT&5 F.2d 898, 907 - 08 (Fed. Cir. 1985).

Likewise, the evidence fails to establish a “Idalj but unresolved,” need for dual string
technology. That is what the Lund and Horn patestsomplished. Both sought, as did
Transocean, to increase efficiency by multitaskiddoreover, until deepwater drilling
commenced in earnest, there was no substantiatiegofue dual string technology. Finally, the
Court holds that dual string technology is not Bagean’s invention. Transocean merely claims
that its second string is capable of extendindnéoseabed and that this use was a new idea.

The evidence also fails to support Transoceardsncbnd the jury’s finding that there
existed “industry skepticism” about the use of dsiaing technology. It may be argued that a
few in the market were skeptical; however, thatessvas addressed in literature in 1990 or
earlier; several years before Transocean filedagplication with the Patent and Trademark
Office in 1996.

Finally, there is no evidence of “unexpected angesior results” or “industry praise”
associated with the use of the dual string techgywldWVhile the claimed invention speaks about
these factors, there is no statistical data oimntesty supporting the jury’s findings that these
elements have actually manifested in the induspgrtafrom Transocean’s litigation. Hence,
Transocean’s time-saving claims are unsupporteitidspendent data beyond the representation
found in Transocean’s patents and promotionakitee.

Therefore, the Court concludes that the evidendered in support of secondary
considerations, regarding nonobviousness is unstggpdy data or other objective evidence.

Hence, the jury’s findings concerning nonobviousnesecondary considerations do not

6/11



overcome the Court’s holding pfima facieobviousness.SeelLeapfrog Enters, Inc. v. Fisher-
Price, Inc., 485 F.3d 1157, 1162 (Fed. Cir. 2007). As welg @vidence failed to establish a
nexus to the claimed invention. For example, thereo evidence that Transocean’s claimed
success rested in the features of the claimed toren Nor is there evidence that the
commercial leases obtained were associated witlieetares of claimed invention. Hence, the
subject matter as a whole would have been obvangwas, in fact, obvious in 1996 to a person
of ordinary skill in the arf.

B. Lack of Enablement

The jury determined that Maersk had failed to prélvat it [was] highly probable that
claims 13 of the ‘781 and claim 17 of the ‘069 pédewere invalid because they were not
properly “enabled.” Whether a claim is invalid farlure to meet the requirements of 35 U.S.C.
8 112 is a question of law on which Maersk beaeshtrden of proof by clear and convincing
evidenceSee Dreamworks, LLG16 F.3d at 999. The Court addressed the issaaaiflement
in its previous Memorandum and Opinion.Segé Doc. No. 148). After the testimony of
witnesses, the Court concludes that no new evidemasepresented that persuaded the Court that
its summary judgment should be withdrawn. By thssertion, the Court is not shifting the
burden of proof to Transocean, but holding thateiielence presented by Transocean fails to
support the advisory findings of fact made by tny,jand fails to negate the summary judgment
evidence. Therefore, the Court holds that a pes&dled in the art would not be able to make

and use the invention described without undue exeitation. See Magnetic Separation Sys.,

2 The testimony of Transocean’s witnesses showsitttak just two weeks for their inventors to cambthe
concepts oHorn, dual driller and_und, pipe handler for the ‘069 and ‘781 claimed invensi. The difference
between the subject matter sought to be patentdddnsocean and the prior art were obvious atithe of the
claimed invention and had been rejected in Eurgpenanvention.See35 U.S.C. § 103(akee also Graham v.
John Deere C0.383 U.S. 1 (1966).
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Inc., 166 F.3d 1190, 1995 - 96 (Fed. Cir. 1999¢¢ also Liebel-Flarsheim v. Medrad, Int81
F.3d 1371, 1379 (Fed. Cir. 2007).

Alternatively, the Court is of the opinion that theablement protocol was so obvious
that it failed to invent or enable the claimed intien. The fact that Transocean expended
enormous time creating a mechanical device thatdvassemble, transfer and/or store tubulars,
failed to add anything to the claimed inventionheTprior history teaches that a tubular system
would be required for any dual string driller. fisacean’s extremely sophisticated mechanical
devices, therefore, added nothing to the claimeerition and Transocean admits such. Thus,
the inclusion of known equipment that would be sseey for a dual string driller added nothing
to the claimed invention. And, to the extent thegnsocean now claims that device as part of its
invention, the specifications of the ‘069 and “f&itents fail to enable it.

C. Lack of Infringement

Transocean asserts that Maersk infringed its &&9'781 patents by “sale” or “offer for
sale” of its drilling rig, the DSS-21. The evidenseows that Maersk contracted to perform a
drilling service for Statoil intending to use itarpnt company’s yet to be constructed DSS-21. It
is undisputed that the final design of the DSS-2iéd on the outcome of pending litigation in
this District. See Transocean Offshore Deepwater Drilling, IndGhabal Santa Fe CorpNo.
H-03-2910, 2006 WL 3227315 (Nov. 6, 2006 S.D.Té&x#)erefore, the contract for the drilling
services forecasted that the DSS-21 would be apptefy modified to bring it into compliance
with the law before it became operational. In fattthe time of the completion of the DSS-21,

the rig had been modified to avoid a claim of ingement. The Court concludes that because

% While Transocean claims as part of its inventisarisferring equipment” technology, the inventiails to
disclose the pipe handling equipment so that oilledkn the art might readily know how to make thensfers
happen.See Sitrick v. Dreamworks, L1616 F.3d 993, 999 (Fed. Cir. 2008). A patent#jpation must contain
an enabling disclosure for the claimed inventidah.
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the contract anticipated that resolution of Glebal Santa Fditigation would be determinative
of the final design, no rig was offered for salesold in violation of 35 U.S.C. § 271(a).

The evidence also fails to show that a sale @ardtir sale of the DSS-21 was ever made.
(SeeDoc. No. 142). The contract between Statoil ancergla called for “drilling services” by
Maersk on Statoil’'s site. The Court is of the epmthat, while using an infringing device to
perform a drilling agreement may constitute a Miolaof 8§ 271(a), that claim was not made by
Transocean. Moreover, the evidence establishes tleasuch use occurred. Therefore, as a
matter of law, the contract between Statoil and fglaelid not constitute a sale or offer for sale
of a rig that infringed either the ‘069 or ‘781 eats.

V. THE PROPER MEASURE OF DAMAGES

Transocean presented evidence that the properumeeas damages for Maersk’s
infringement was an upfront lump-sum royalty of ®I,000. In addition, Transocean seeks to
recover prejudgment interest of $8,733,211, basetth® jury’s award of interest at a rate of 10%
per year, compounded daily from November 22, 200@Gnsocean relies on 35 U.S.C. § 284 as
the basis for its claim for an upfront lump-sum alby. Generally 8 284(1) provides that the
minimum amount of damages that a patentee may eedov infringement is a reasonable
royalty. In response to Transocean’s claim for aso@able royalty, Maersk asserts that: (a)
Transocean suffered no harm due to an infringirtg (& Transocean failed to offer evidence
that supports the jury’s damage award; and (c) Soeman failed to comply with the notice
requirements of 35 U.S.C. § 287.

The Court is of the opinion that Transocean isamtitled to an award of damages for the
reasons previously stated concerning obviousnask,df enablement, and lack of infringement.

The Court is also of the opinion that because the® no contract to “sell” or an “offer to sell”
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the DSS-21, there is no basis for a claim of damag order for Transocean to recover
damages based on infringement, it must establisinjany due to acts that occurred in the
United States.See NTP, Inc. v. Research in Motion | #l8 F.3d 1282, 1313 (Fed. Cir. 2005).
Conduct outside the United States is irrelevant @mes not confer rights under the laws of the
United StatesSee Rotec Indus., Inc. v. Mitsubishi Co24.5 F.3d 1246, 1251 (Fed. Cir. 2000).
Hence, Maersk was free to enter into a contrach v@tatoil to use the DSS-21 in any
configuration outside the United States and itdt®@res. See Transocean Offshore Deepwater
Drilling, Inc. v. Stena Drilling Ltd.No. H-07-2797 2008 WL 2065808 (May 13, 2008 S.D.
Tex.)

A review of the contract between Maersk and Statod the finished product, the DSS-
21, reveals that Maersk did not make, use, offeetbor sell a patented invention in the United
States or elsewhere. An offer to enter into a @mtthat includes language that avoids
infringement cannot constitute an infringing achefefore, no infringing act occurred upon
which damages might be assessed. Moreover, tlieme also shows that the services that
were to be provided to Statoil did not require tise of an infringing rig. It is undisputed that a
modified non-infringing rig was delivered to Stdtosite for drilling.

Assuming, however, that simply entering into atcact that permits modification of an
otherwise infringing rig constitutes infringemeiaty award of a “reasonable royalty” may be
unconscionable because the harm magédeainimis SeeHolbrook, T.Liability for the ‘“Threat
of Sale’: Assessing Patent Infringement for Offgiia Sell an Invention and Implications for the
On-Sale Patentability Bars and other Forms of infement43 Santa Clara L. Rev. 751, 789 -
792 (2003). The true question is what is the enoadampact, if any, to Transocean or the

market under the facts of this case?
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The evidence shows that the alleged “infringer” dad practice the claimed invention in
the United States. And, there is no evidence Thahsocean was required to lower its price on
its dual string rig to compete with Maersk for tB&toil contract. In fact, the evidence shows
that Transocean did not bid its dual string rig, bnstead, submitted a bid based on its single
string rigs. It appears, therefore, that in thistance, “price erosion” may be the proper measure
of damagesld. at 791 - 92. Nevertheless, there is no evidehpeice erosion.

The Court is of the opinion that a “reasonablealtyy is an improper measure of
damages because there is no evidence of actual. Hagoally, there is no evidence that
Transocean lost an opportunity to sell or use @®med invention when it submitted its bid to
Statoil. In fact, the evidence shows that consibacbn the patented invention had not been
completed.

V. CONCLUSION

It is, therefore, ORDERED that Transocean shak taé&thing by its suit against Maersk

and that a Final Judgment shall be entered, acuglgdi

SIGNED at Houston, Texas this®6ay of June, 2011.

e S

Kenneth M. Hoyt
United States District Judge
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