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Public Version

UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

In the Matter of

CERTAIN SOFTBALLS AND

Investigation No. 337-TA-190
POLYURETHANE CORES THEREFOR

INITIAL DETERMINATION

Sidney Harris, Administrative Law Judge

Pursuant to the Notice of Investigation, this is the administrative

judge's Initial Determination in the Matter of Certain Softballs and

Polyurethane Cores Therefor. 19 C.F.R. § 210.53(b).

692161

The administrative law judge hereby determines that there is no violation
of § 337 of the Tariff Act of 1930, as amended, in the importation of certain

softballs with polyurethane cores into the United States, or in their ﬁg}e, by

teason of infringement of U.S. Letters Patent 3,976,295 the effect or t§nd§§?y

o
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of which is to destroy or substantially injure an industry, efficient&y andj =
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economically operated, in the United States. T =2
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i PROCEDURAL “HESTORY

- RPN . PR L U R

On April 3, 1984, tannom Manufacturing Co.; Inc., Tullahoma, Tennessee,
filed a complaint and a motion for temporacy relief pucrsuant to Section 337 of
the Tariff Act of 1930, as amended {19°U.S.C.'S 1337).  The complaint alleges
unfair methods of competition and-unfair acts in the importation of certain
softballs and polyurethane c¢ores therefor into the United States, or in their
sale, by reason of alleged (1) direct infringement of claims 3, 4, S5, and 10
of U.S. Letters Patent 3,976,295 {the "295 patent), (2) contributory
infringement of said-clajhs dh-the ‘295 patent, (3) infringement of federal
trademark Registration Né.ml.029.767, (4) false deceptive adv;}tising in
violation qf 15_U.s.C. § ll25(a) and state ‘law, (5) product dispargement in
violation of 15 U.5.C, § 1125(a) and state -law, and (6) false designitioa of
origin, false description of qoods, or false representarions on goods or
containers of goods in violation of 15 U.3.C., § 112%5(a). The complaint
further alleges that the effect or tendency of the uniai; methods of
competition and unfair acts is to destr;; or substantiaily injuze an industry,
efficiently and economically operated, in the United Stateé.

On May 1, 1984, the Commission ozdeteq;pqtsuant to 19 u{s.c. § 1337(b)

that an investigation be instituted to determine whether there is a violation



(3) infringement of the °'767 trademark, (4) false and deceptive advertising,
and (3) false :epfesentation, the effect or tendency of which is to destroy or
substantially injute an efficiently and economically operated domestic
industry. Notice of Investigation, 49 Fed. Reg. 20,076 (May ll, 1984), The
Commission, pursuant to 13 C.F.R. § 210.28(e), also !nzﬁa:ded to the Office of
Administrative Law Judges éomplainant's motion for temporary telief under 19
U.S.C. § 1337(2) and (£) for an initial determination pursuant tov19 C.F.R,

§ 210.53(b), Id. The Notice of Investigation and Complaint were served on

parties and interested qove:nmint agencies either by firsteclass mail or air

mail on May 8, 1984, Thg'ﬂocice of Investigation was also pub}gshed in the’

Federal Register on May ll, 1984, Id.

The following persons were named as tespondents in this investigation:

Complete Merchants Corporation
9th Floor '

No. 319 Chung~Hsizo East Road, Sec. ¢
Taipei City, Taiwan

Success Chemical Co., Ltd.

Room 103

San Chin Building, 3l-l1, Sec. 2
Shin Sheng North Road

Taipei City, Taiwan

Regent Sports Co.
Hauppauge, New Yock 11787

Diamond Sports Co.

P. O. Box 6137

10602 Humbolt Street

Los Angeles, California 90720

Keith Kleppe & Associates

23272 Vista Grande Drive, Unit B
Laguna Hills, Talifornia 92651



Team West
P. D. BOX 62
Redmont, Washington 98052

George Tyler Enterprises
2930 South Jamaca Court, Suite 100
Aurora, Colorado 80014

B.D. Mickelsen & Associates
4111 Trail Ridge Circzle
Ames, Iowa 30010

Dan Spika § Associates
1121 Dallas Drive, Suite $
Denton, Texas 76201

Mets-Rupp, Inc. |
4901-05 Disttibut;on'otive
Tampa, Florida 33605 ) ' -

Dave Middleton & Associates
P. O. Box 473

Wwillow Grove, Peansylvania 19090
Paul Shaughnesy & Associates

16 Grove Citcle
Braintree, Massachusetts 02184

8y Initial Determination of the administrative law judge on July 27, 1984,
the Notice of Investigation was amended to incluae the following person a8 &
respondent in this investigation: h

Tusa, Inc.

Kaohsiung, Tajwan
Republic of China

Order No. 8. <This Initial Determination inadverently was not setved onm

parties until December 28, 1984, Memorandum, Office of the Sectetary

(Dec. 28, 1984).



Harold Brandt, Esq., Unfair Impor: Investigations Division, UfsJ
international Trade Commission, was designated the Commission invgstigative
attorney. As of August 17, 1984, Robert D. Litowitz, ésq..‘;eplaced Hartold
B;andt as the staff attorney. 49 Fed, ‘Reg. i4,315.(Auq.vi9{ 1984). Pursuant
to Rule 210.4(b), the Commission investigative attor:ii.is a separate and
independent party to this proceeding.

Chief Administrative Law Judge Donald K. Duvall on Méy 11, 1984,
designated himself to preside over this investiqatgqn. 4ofder No. 1, 49 Fed.

Reg. 21,809 (May 23, 1984). For reasons of administrative necessity, Judge

Duvall on July 23, l§84r aesiénated Administrative Law Jndqe Sidney Harris to

]

preside over this investigation. Order No. §. 49 Fed. Reg. 301811 (Aug. 1,

1984).,

on May 31, 1984, respondent Diamond 3ports filed a motion to terminate
this investigation pursuant to Rule 210.51(a) oc, altefﬁﬁtively, to dismiss

complainant's motion for temporary relief pursuant to Rule 210.24. Motion
3

yps,'ISQ-Z% 190-3. . Diamond 3ports asserted that this inVestiqﬁticn should be
terminated ,because ‘(L) the complaint was not propefly filed in accordance with

Rule 210.12 and !2) complainant was barred from § 337 relief‘by the doctrine

of unclean hands. The administrative law judge denied respondents' motion for

the following reasons: (1) the decision of the Commission to institute a

§ 337 investigation is conclusive and not within the purview.of the

-r

administrative law judge; and (2) allegations of bad faith and inequitable -

conduct bear on the final determination as to whether there is a violation of



§ 337 and, as such, must await the completion of the investigation. OQrder No,
10 (July 10, 1984}.

The Preliminary Conference in the Matter of Certain Softballs and
Pﬁlyurethane Cores Therefor was he}d on June 1, 1984, Appearances were noted
for the record by complainant Lannom, the Commission"isyestigative attocney,
and one respondent, Diamond Spor;s. Compla;nant withdrew its motion for a
tempocacy gxclusion order (Motion No. 190-l) and agreed to an expedited
hearing on permanent relief set for November S._l984, Prelim. Conf, Tr.
30-31, 40: see Order No. ¢, at | kJune 28, 1984).

On July 11, 1984; :és%@nd;nt Diamond Spc;ts filed a motion to terminate
this investigation as to'respondents Keith Kleppe & Associate;. Team West,
8.0, M;ckelson‘& Associates, George Tyler Enterprises, Dan Spika & Associates,
Mets-Rupp, Paul Shaughnessy & Associates, .and Dave Middleton & Associates,
collectively known as respondent Ciamond Spprts' manufacturing
representatives, Motion No. 190-1l, Diamond Sports asserted that celief
against or discovery of these respondents.was not necessary or appropriate
because they acted only as manufacturing representatives for Diamond Sports.
Jrder No, 11, issued Augqust B8, 1984, denied this mntion because respondents,
as agents of Diamond Sports, had participated in the sale of the allegedly
infringing softballs.

On August 11, 1984, respondent 8.0, Mickelson & Associates filed a motion
to request leave to make an appearance and respénd to the complaint, Motion

No. 190-13. 8.0, Mickelson asserted that it was under the impression that it



did not need to E;le an appearance and response in this proceeding since none
of the allegations of the complaint were dicected at it. Order No. l2, issued
August 21, 1984, gfanted respondent's motion and ordered it té respond
immediately to complainant's interrogatories and reﬁu?sts for production of
documents.

On October 3, 1984, complainant and crespondent Diamond Sports filed a
joint motion to terminate this investigation as to Diamond Sports and its
manufacturing representatives on the basis 6! a licensing agreement, Motion
No. 190-19., On October 19, 1?84. the administrative law judge issued an

Initial Dete:minatioh te;mind:inq this investigation as to reéyondent Diamond _

sports. Order No. l6. The administrative law judge, howgve:: den}éd the )
motion to terminate as %o ;espénden: manufacturing representatives hecause
these respondents had not entered into a sublicense agreement with Diamond
Sports nor a consent order agreement with Lannom, 'Assuzancgi by Lannom Ahd
Diamond that such respondents will no longer commit the unfair acts alleged in
the complaint are tenuous grounds upon which to terminate an investigation
under Section 337." 1d., at 3. Notice of the Commission's Determination not
to review the Initial Determination terminating Diamond Sports was filed on
November 21, 1984. 49 Fed. Reg. 46,819 (Nov. 28, 1984).

A Prehearing Conference was held on October 30, 1984, Appearances vere
ngteg for the record by complainant Lannom and the Commission investigative

attorney. Counsel for respondent Diamond Sports also noted its appeacance

with regard to the testimony of Frank Hardy, President of Diamond Sports.



pursuant to the representations made by complainant in i;ﬁ Prehearing Brief,
the following issues were withdrawn from consideration in this investigation:
(1) direct and contributory infringement of claim 10 of the '295 patent;

{2) infringement of the '767 trademark; (3) false and deceptive advertising:
and (4) false representation, Prehearing Conf. Tr, a:is. Complainant also
clarified for the record that as to the respondents located in Taiwan (Tusa,
Success Chemicals, and Complete Merchants), it no longer considered sales by
them to Diamond Sports to constitute an unfair act. Complainant restricted
its case against these three respondents to sales by them to non-licensees of
complainant., 1Id. at112¢132 §§3 Hearing Tr. 7-11.

The adminjistrative léw.judqe also discussed at the Pteheaging Conference h
nis earlier request that complainant and the Commission investigative attorney
supplement the record by sﬁbmittinq a complete file wrapper of the patent at
issue and other involved patent applications., Prehearing Conf. Tr. lé-=21l.
Complainant objected to production of this information for the following
reasons: (1) the statutory presumption 2s to the validity of a patent does
not require the person asserting the validity of the patent to produce the
patent file wrappers or any other evidence (Prehearing Conf, Tr. 19): and
{2} the Administrative Procedure Act, 5 U.5.C., § 336, does not grant
administrative law judges the powér to enter evidence or order the government
investigative attorney to present certain evidence (id.).

The administrative law judge overruled complainant's objection based upon

the Commission policy set forth in Certain Food Slicers and Components




Thereof, which stated that in those investigations in which respondents do not
actively participate, complainant and the Commission investigative attorney
are required to make a ceasonable effort to produce "'substantial, reliable
and probative evidence sufficient to establish a prima facie case of violation
by respondents.’' The complainant cannot rest on the‘gi}eqations in the

complaint except where critical information cannot be obtained after a

reasonable effort.” Inv, No. 337-TA-76, Comm'n Decision at S (1981}, quoting

from Certain Window Shades and Components Thereof, Inv, No., 337-TA-83, at §

(1981); see Prehearing Conf. Tr. 16-18, 20-21. The administrative law judge

also pointed out that it was Bo: uncommon for judges and administrative law

- -

judges to enter their own exhibits in evidence. Prehearing Conf. Tr. 20. The
administrative law judge concluded that because of the public nature of § 3317

investigations, "(tlhe parties must produce a sufficient quantum of evidence

to render an appropriate decision in the case.” 1d. at 21, The decision of

the administrative law judge to require complainant to submit a file wrapper
for the patent at issue and related patent applications, together with
technical references mentioned in the file wrappers, is supported by Rule

210.20(c) of the Commission Rules of Practice and Procedure.

There shall accompany the submission of the original of each
complaint based upon the alleged unauthorized importation or sale of
an article covered by, or produced under a process covered by, the
claims of a valid U.5. letters patent the following:

(2) oOne (1) certified copy of the Patent and Trademark Office-

file wrapper for each involved U.5. letters patent ., . . : and ‘



{3y Four (4) copies ofieach patent and applicable pages of each
technical reference mentioned in the file wrapper of each
involved U.S, letters patent.

49 Fed. Reg. 46,123, at 46,128-29 (Nov. 23, 1984).

o

The Hearing in the Matter of Certain Softballs an*.Polyurethane Cores
. B
Therefor commenced before Adminjistrative Law Judge Sidney Harris immediately
after the Prehearing Conference. Complainant; the Commission investigative
attorney, and, for a3 limited purpose, .respondent Diamond Sports, noted their
appearance. The Hearing concluded on November 2, 1984. On October 31, 1984,

complainant alleged bnfa;tzsukprise in the guestioning of staff counsel and

moved to strike the testimony given by Mr. Heald, President of Worth Sports,
that morning relating to the issue of patent validity. Tr. 203-07. staff
counsel asserted there was no surprise since complainant was informed of the
nature of the questioning in Stafﬁ'g P;ehearinq Statement and in the

October 12, 1984 deposition‘of Mr. Heald.i(: Tr. 208-09; SX 1. The
administrative law judge offered complainant tﬁe oppor:uqity to recess the
testimony of Mr. Heald until taebcon;lusion of the remaining witnesses'
testimony or until a teasoﬁable time ther;after. Tr. 210, 216, Complainant

declined the offer claiming that the continuance would not cure the damage,

Tr. 216.

1/ Respondent Diamond Specrts had taken a position contrary to the validity of
the '295 patent., Tr, 211-12, Diamond Sports entered into a settlement
agreement with complainant in September 1984 and was terminated as a
tespondent on Oc¢tober 19, 1984, Tr., 209. During this period staff counsel

became more active In developing evidence necessary for an adequate record.
14, ’ .



surprise is not a ground for exclusion under Rule 4013 of the Federal Rules
of Evidence. A coniinuance. in lieu of exclusion, is the appropriate remedy.
Complainant has the burden of showing (1) that there is actual, not merely
legal, surprise, [2) thaﬁ a continuance would not be an adequate remedy, and
(1) that the admission of the material would bé unfair. 10 J. Mooce, Mootre's

. -y
Federal Practice § 403.14 (24 ed. 1979). Complainant has made no such showing

in this case.

Complainant has not suffered actual surpcise in the testimony of
Mr. Heald. First, the patents at issue and_thei: histories are requiced to be
filed with the Commission®purSuant to 19 C.F.R. § 210.20, Second, Diamond
Sports had continuously éogtested the validity of the patent Jﬁtil te:ninated“.
as a respondent two weeks before the hearing in this invesiigation. Finally,
the staff attorney had used Ehe same line of questioning while deposing Mr.
Heald (53X 1) and Mr. Hardy (SX J) in mid-October and had informed complainant

of the nature of the guestioning in its Prehearing Statement. Complainant has

had constructive and actual notice that patent validity would be an issue in

this inves:igétion. Complainant's motion to strike was appropriately denied.

Thié Initial Detetm;nation is based on the entire record of this
proceeding. Proposed findings not herein adopted, either in form or in
substance, are either specifically dealt with in this Initial Determination,

or are rejected as not supported by the QVidenc; or as inveolving immaterial

matters,



the findings of fact include references to supporting evidentiary items in
the record. Such réferences are intended to serve as guides to the
depositions, exhibits, and testimony éupporting the findings of fact; they do
not necessarily represent complete summaries of the evidence supporting each
finding, Some findings of fact are contained within tne body of this opinion,
The following abbreviations are used in this Initial Determination:

CX =« Complainant's Exhibit (followed by its number and the
referenced page(s)

CPX - Complainant's Physical Exhibit

[{/]

v - Staff Coufisel's Exhibit
SPX - Staff Counsel's Physical Exhibit
FF - Finding of Fact ’ ‘

Tr. = Transcript

2PINION

I. Introduction

This investigation concerns the importation into or sale in the United
States of certain softballs composed of polyurethané cores and leather covers
which are alleged to infrinqg U.S. Letters Patent 3,976,295 (the '29§
patent). These unfair methods of competition and unfair acts are alleged to
have the effect or tendency to destroy ot substantially injure an iﬁdustty.
efficiently and economically operated, in the United States,

The product in issue is a polyurethane core softball with a leathet
cover. FF l7. Complainant Lannom Manufacturing Co. (Lannom) produces and

tt

11



sells 16 different vaiieties of a polyurethane core softball with a leather
cover. FF 18, Prior to the introduction of the polyurethane core softball,
softball cores were made either from cork or kapok. FF 20. The major
adv;ntages of the polyurethane core softballs over cork ot kapok core
softballs is that they are much more durable FF 28, and the resilience ot

L3
liveliness can be varied by manipulation of the chemicals used to make the

core., SX 4,

There were originally 12 respondents named in this investigation. An
additional respondent, Tusa, was added by a@endment to the complaint and
Notice of Investiqationfoﬁdeiy 27, 1984, Otrder No. 8. The principal
respondent Diamond Sportg Eas been terminated on the basis qfi; settlement

agreement. Order No. 16 (Oct. 19, 1984). None of the remaining respondents

entered a formal appearance or participated in the hearing on this matter,
Nevertheless, none of these remaining respondents have been found in default,
nor has the administrative law judge imposed sanctions, Instead, the
administrative law judge has instructed both complainant and the Commission
investigative attorney that it is the practice of the Commission to require a
teasonable effort on their part to produce substantial, reliable, and
probative evidence sufficient to establish a prima facie case of violation of
§ 337 by respondents. “The complainant cannot rest on dllegations in the
complaint except where critical information cannot be obtained after a

reasonable effort.” Certain Food Slicers and-Components Thecreof, Inv. No.

337-TA-76, Comm'n Memocrandum Opn., U.S5.1.T.C. Pub. 1159, at S5-6 (June 1981).



P1. Jucisdiction

pursuant to § 337 of the Tariff Act of 1930, as amended, the U,S.
tnternational Trade Commission has jurisdiction over unfair methods of
c;mpeti:ion and unfair acts in the importation into or sale in the United
states of products the effect or tendency 'of which is- %0 destroy or
substantially injure an industry, efficiently and economically operated, in
the United 3tates. Therefore, the Commission has jurisdiction to investigate
the unfair methods of competition and unfair acts alleged in the complaint and

set forth in the Notice of Investigation to.determine whether there exists a

violation of § 337, B ' s -
The record indicates'that‘che complaint and Notice of Inv;stigation was
properly served as to the remaining cespondents in this investigation with the
exception of Tusa. |‘Mevertheless, the power of the Commission to enter an
exclusion order against goods is-based on in rem, rather than personal,
jurisdiction. The Commission, therefore, has in rem jurisdiction over ahy of
the accused polyurethane core softballs that have been imported or sold in the

United States whether or not a person has been named as a respondent or

received actual notice of the investigation. Sealad Air Corp. v. U,S. Int'l

Tcade Comm'n, 209 U.S.P.Q. 469 (C.C.P.A. 1981).

For this reason, I find that ihe u.s. Intérnational Trade Commission has
subject matter jurisdiction over the polyurethane core softballs that have

Deen impotrted into or sold in the United States,

13



II!. U.S. Letters Patent 3,976,295

U.5. Letters Patent 3,976,295 (the '295 patent), entitled 'Game Ball,”

issued on August 24, 1984, is assigned to complainant, FF 46. Jesse H.

Heald, Jr., vice president of complainant's Worth BaL;‘division, is named as
the inventor of the '295 patent. Heald, Tr. 24; CX 2. Mr..Heald has been an
employee of complainant since 1970 when he joined the company to become

product development manager. Heald, Tr. 13, 122; see FF 5S4, Before joining

Lannom, Mr. Heald served as a research engineer for six years at Arnold
Engineering DeveIOpment'C;gter where he became familiar with polyurethane foam -
plastics and the ease with which those plastics can be molded. TFF 54-3%3;

Heald, Tr. 123: Heald Dep., SX 1, at 22,

A. Claims 3, 4, and S of the '295 Patent

The unfair acts alleged by complainant are limited to ipnfringement of
claims 3, 4, and 5 of the '295 patent. Opn.., at 6. Independent Claim 3 of
the '295 patent discloses a composite ball comptised of a stitched leather
cover and a spherical polyurethane core of such'dgngity and resilience that it
in effe?t duplica:;s the appearance, dimensions, and physicalvplaying
cha;acte:i:tics of a conventional cork or kapok core softball "so as to be
usgblg ip’crganized league play.” FF 47; SX 4: CX 2; Heald, Tr. 20, 123. As
specified in the c¢laim, thebpatented ball should be essentially the same as

the rebound, weight, hardness, size, feel, and sound of a "conventional

sottball;' FF 47.

14



According to dependent claim 4, the polyurethane core portion of the

patented ball of claim 3 is equal to 90 percent of the diameter of the

finished composite ball., FF 48, Dependent claim 5 discloses the polycore of

=laim 3} as being formed from a mixture of isocyanate with a blend of catalyst

and blowing agent, FF 48,

B. Background of the Invention Claimed in the '295 Patent

While serving as complainant's product development manager in 1970, Jesse
Heald sought to develop a livglier, more durable, and more consistent
pecforming softball Ehaﬁisés ;haracteristic of existing convengional.balls.
The manufacture of such a Qall would require less labor and wéﬁld thus reduce
costs of manufactuce, SX 15; Heald, Tr. 20, 122. At that time, virtually all
softballs contained cores formed of compressed cork or kapok and coﬁtained a
varn winding which was covered with leather, or other suitable materials.

S$PX 33, Muhlfelder Dep., at 13-14.2 Mr. Heald felt that introduction of a

softball with a polyurethane core would enable complainant to compete

2/ Softball emerged as a popular sport in 13920. SPX 33, Muhfelder Dep., at
13-14. In that year, and up until 1960, softballs were formed out of kapok, a
compressed fabric material which was wound with a yarn wrapping and encased in
a2 leather stitched cover. SPX 33, Muhfelder Dep., at l4. 1In 1960, Dudley
Sports Company introduced the cork centered softballs which captured part of
the market held by the kapok ball and became one of the standarcd
constructions. 1Id. Cork softballs are the softball of choice for use in slow
pitch softball in certain areas of the United States, and in all parts of the

United States for use in fast pitch softball, FF 331-36; SPX 33, Muhlfelder
Dep., at 12, 21l.

15



successfully with its major competitors in the burgeoning softball market,
Heald, Tr. 121. Prior to its introduction of the polycore ball, complainant
had not been successful in its attempts to compete in the market for top grade
softballs., Id.

Mr. Heald undertook to develop a polyurethane ceor= sqfthfll by drawing on.
his experience with polyurethane foam plastics gained during his previous
employment as a research engineer. Heald, Tr. 122-23; see FF 54. Mr. Heald
has no formal training as a chemist, but while at A:nold,lﬁg Qsed polyurethane
foam as an insulating material and became familiar with the ease of molding

such plastics into tigid b@t'tlexible shapes. FF 55; Heald, Tr. 123. He

acted as a consultant to complainant to design an aluminium ball bat Eilled

.

with polyurethane foam. Id. .

In 1970, Mr. Heald contacted Flexible Products Company, inquired about‘the-
possibility of using polyurethane to make a core for softballs, and asked
Flexible Products to provide a polyurethane foam system. FF 58; Heald,

Tr. 130. In response to this request, Flexible Products supplied Mr. Heald
with an isocyanate and a polycl catalyst. ﬂeald. Tr. 131, I#ocyanatg, a
plastic ingredient, is the basic constituent of poiyurethane, Polyol catalyst
is the substance which initiates the establishment of the ge; reaction.

FF 59; Heald, Tr. 495, S5l3-14. A blowing agent is added to the catalyst to
cause the foaming reaction necessary for the production of ?olyu:ethane anm,
In the polyurethane system employed in the production of polycores, the

blowing agent is water., FF 39: Heald, Tr. 131-32.
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Mr. Heald was unéble to formulate a polyurethane core softball with the
requisite liveliness and durability charactecistics with the materials
in;tially supplied by Flexible Products. Heald, Tr. 133. He therefore
embarked on a "trial and ercor” development effort with Flexible Products and
other companies, including Freeman Chemical Company and Reynolds Chemical,
directed to creating a new polyurethane ball core. E;’ss, 60; Heald, Tr. 127,
134, 141-42, They reported on the results of impact, compression, and
durability tests. The companies supplied test cores which they felt met the
specifications desiréd by Mr., Heald., FF 60765: SX 22; Heald, Tr. 134-13S,

Mr. Heald informed é;;kibie Products that the core should febound with
20-30 percent of the height from which it was dropped, based on a 20 feet d:op-
test, which he said covered the range of rebound of what was avajilable in a
cork ball., FF 63; Heald, Tr. 136-38, He alsoc supplied figures for desired
surface hardness and compression strength, Heald, Tr. l37. Compression
strength is calculated based upon the amount of deflection that occurs when a
ball is compressed between two flat plates that press together to approximate
the force that occurs when a ball is hit with a bat. Heald, Tr. 133.
Complainant also supplied Flexible Products with a test mold so that Flexible
Products could experiment with fabrication of polyurethane cores, FF 61;
Heald, Tr. 13S.

By 1972 Mr. Heald had molded “"crude” softball cores. SX 1, at 10. The
cores provided by Freeman Chemical had problems with durability and shape

retention, SX 1, at 16-l17. The problem was solved by Flexible Ptoducts.l/

3/ U.S. Letters Patent 3,644,168 (Bonk) dated February 22, 1972 entitled
"Varied Density Polyisocyanate Foam Structure," revealed recent advances -in
self-skinned polyurethane "which combines the advantages of fabrication by
molding (in various shapes) in a one-step procedure with high structural
strength,” (Emphasis added.) SX 13.
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Heald, Tr. 144, 146,

The efforts to develop a polyurethane core softball continued until late
1973 ocr early 1974, when two prototype cores were developed, S$X 22; SX 23.
During the time the development efforts were underway, Mr. Heald was not aware
that others had obtained patents on similar baseballs and softballs using
cores of rigid but resilientvexpanded closed cell p£:::ic materials which
"simulated requlation balls" (Tr. 125-26); however, his counsel cited the
Pooley and Pietraszek patents, which disclose such balls, as pacrt of the
parent application wpich led to the '295 pagent.i/ SX 6; SX 8; SX 91, Mr.

Heald also had not séen:thé Kohrn patent which discloses a softball core made

of polyurethane and filler, which has the same "balance," ';oﬁnd.'
"flexibility” and "flight characteristics" as traditional softballs, but with
improved durability over such balls, until about one month before the hearing
in this investigation.Heald, Tr. 24l. He was aware that others had made gol!f
balls of solid polyurethane. Heald, Tr. 126, If Mr, Heald had been aware
that others had made softballs with cores of polyurethane
and other plastic materials, it "possibly” would have assisted him in his
development of a polycore ball., Heald, Tr. 125-26.

Commercial production of polyurethane cores began at Lannom in June 1974.

FF 67; SX S8. The equipment used to fabricate the cores at that time included

4/ The patent examiner did not list these patents as part of the prior art.
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a metering system to dispense the plastic components in the proper amounts
into a container aﬁd an electric appliance (a milk shake type mixer) to
thoroughly mix the ingredients before they were poured into a mold. FF 65.
The molds were clamped and the mixture was allowed to cure in the mold for ten
minutes., Heald, Tr. 157. This procedure, including 1=e of the milk shake
mixer, was the technique eméloyed by Lannom at the ;:::-M:. Heald initially

applied for patent protection for his ball construction and method of

manufactu:ing.z/ Heald, Tr. 681, 684.

C. Patent Office Histo:y;of '203 Application

Mr. Heald's initial apﬁlication, filed July 10, 1974, was entitled *Ball
and Method of Making Same,"” and was designated No., 487,203 (the '203
application). FF 69: SX 91; The application recited that the invented ball
"had desired characteristics essentially identical to prior conventional
balls, but having uniformity of construction, cost and durahility advantages
over prior known conventional balls.” SX 91, The applican; was required by
the examiner at the first office action to elect bggween the method and
product claims and chose to proceed with the product claims. FF 79.

On December 10, 1974, the examiner notified the applicant that all claims

were rejected under 35 U.S.C. §§ 102, 103, and 1l12. FF 80. The examiner

S/ It is not known when complainant first applied a leather cover to a
polyurethane core. Heald, Tr. 156.
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found pursuant to 35 U.s.C. § 103, that "leather” is an obvious substitute for
*vinyl® as a cover and noted that the Fechner and Bonk patents “"show urethane
acticles.” SX 91. The rejection under 35 U.S.C. § 112 related to ambiguity
as to the meaning of "conventional® softball, 1In response to the § 112
rejection the applicant stated a conventional softbaz::Fcan only mean a ball
of the type meeting the specifications and having the characteristics of the
ball required by the official rules of . . . softball.” FF 82; SX 91. The
applicant did not, however, submit any rules, With respect to the tejections
under §§ 102 and 103, the applicant stated that the reference patent, which

disclosed use of pol?ur;;h;ne'foam in various shApes.fo:.ballqﬁaﬁd;playthings} -
did not disclose how to make a softball from polyurethane tdai"that has the -
same rebound gualities as a conventional . . . softball." FF 83; SX 9l.

After reconsideration the examiner agaiﬁ rejected ‘the 'claims stating
“there is no definite line between conventional and non-conventional . . .
softballs.” FF 84: SX 91. All claims were fu:ther':ejectediundeé 3§ uy.s.Cc., -"
§ 103 as obvious over Fechner. "SX 9l. Essentially what is now independent
claim 3 of the '295 patent was also rejected as obvious under Holtvoight (see -
infra) since use of a leather cover was an obvious substitute Ectzthe
reference cover; that is, when leather is used there is no difference between
the reference and the structure claimed. FF 85; SX 91. In response .the
applicant stated that persons of skill in the act understood that

"conventional” softball means balls 'const:ucte& in accordance_with the

official softball rules” and that balls "not constructed in accordance with
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the official :ules'. « o ate referred to by terms such as 'practice’ Qnd
rsandlot’' to distinguish them from conventional balls,” Applicant further

noted that "U.S. Patents 2,743,931 [Pietraszek] and 2,753,599 [Pooley]
illustrate the use of 'practice' to describe non-conventional baseballs [oc
softballs].” FF 87; sX 91.3/ The applicant also nc:e? the various

objections of the examiner were all based on the same premise, “"that the term
‘conventional' as applied to . . . softballs is so broad as to encompass a

wide variety of ball constructions.” 3X 91, Consequently, as part of the
response to the examiner'§ second rejection, an affidavit of Mr., Heald dated
September 6, 1975, v;s ;ub;ifted concerning the unders:andiﬁg.ot those in the -

trade regarding the meaning of a conventional softbali. The ;ffggavit recited .
that the te;m "conventional softball” means a "ball which has the physical
characteristics provided in Rule 3, Sec. 2 of the Official Softball Rules of

The International Joint Committee on Softball. Balls having the appearance of
conventional softballs but not conforming to the standards of organized

softball, are not 'conventional' or ‘official'."” SX 91. Finally, the

applicant's counsel admitted that the application presented difficulties in
defining the scope of the claims solely in terms of the claim language. The

applicant's counsel stated that the application is "a >

§/ 1In fact these patents refer not only to practice balls but also to "play

Dalls® which seek to simulate the functional characteristics of traditional
yarn wound softballs., SX 6; SX 8.
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classic example of how the scope of coverage provided by the particular claim
language must be interpreted in light of the specification and prosecution
history of the application.” sX 9l.

The examiner again tejected the application and the applicant appealed to
the Board of Apéeais. About one month later, the applicant abandoned the '203
application, filed a continuation in part applicatio:NTthe '70S application)
and on ghat same day the '295 patent was issued. FF.89-90.1/ SX 4; SX 81;
sx lil. 1In issuing the patent, the examiner recited that "for the purpose
of eliminating indefiniteness™ that may be %nvolved with the phrase
"conventional softball” .the wbrds "including a core of cork or kapok, yarn
windings. a leather ;ovet'uwezg to be inserted after the word “softball® iﬁ

claim 3 of the application, 3ee FF 90. The title was also to be changed to

game ball. sx lll.

0. The Presumption of validi=y

Complainant's patent enjoys a presumption of validity pursuant to
35 U.S.C. § 2B2. The Court of Appeals for the Federal Circuit has explained

the operation of the presumption as follows:

The presumption of validity afforded by 35 U.5.C. § 282 does not
have independent evidentiary value, Rather, the presumption places

71/ Two new affidavits relating to softballs, one from Mr. Heald and one from

an official of a softball association, were included in the '705 application,
FF 83; 3X 9i. '
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the burden of going forward, as well as the burden of persuasion,
upon the party asserting invalidity. [Citation omitted.,] We do not
agree that the presumption is affected where prior art more relevant
than that considered by the examiner is introduced. Rather, the
offending party is more likely tc carry the burden of persuasion.

SSIH Equi?mentr S.A. ¥, U.S., Int'l Trade Comm'n, 218 U'S.P.Q. 678 (Fedo Cic.

1983). ——
The Patent and Trademark Office's decision to issue a patent is entitled
to deference only with respect to evidence bearing on validity which was

considered in determining whether to grant the patent, American Hoist &

pDerrick Co. v, Sowa and Sons, Inc., 220 U.S:«P.Q. 763, 771 (Fed. Cir. 1984).

E. The '29S Patent is Invalid Under 35 U.S5.C. § 112 o

{1) Enablement Requirement,

The first paragraph of § 112 contains what is known as the enablement
requirement, It provides that the éatent specification shall contain a
written description of the invention and of the manner and ppocess of making
and using it "in such full, clear, concise and exact terms as to enable any
person skilled in the art to which it pertains , ¢ . to make and use the same.”

The patent describes as the method of manufactutevmixing of the chemicals
in the mold. Heald, Tr. 700-0l. According to Mr. Heald, howéve:, if this
method were utilized it would be difficult, if not impossible, to produce a
spherical core which could serve as the core of a softball., Heald, Tr. 723,
747-48, Mr. Heald was aware that good mixing is essential, otherwise there

would not be proper polymerization, and that it was desirable to complete the
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mixing within 10 co'zo seconds. FF 70; Heald, Tr. 700, 703; sx 24(C). Mixing
in the mold is unsatisfactocy for it can only be done in the lower ﬁalf of the
mold: aggressive mixiﬁg would cause the mixture to spill over the side. -The
mold is "not really amenable to good handling for mixing purposes.” Heald,
Tr. 706. Poor mixing would affect most of the imporesat physical p:opetéles

—
of the core, including durability, density, and hardness, as well as the

uniformity of these qualities throughout the‘cozé. Tuten, Tr. 502-06} 526,
529, 536-37. When complainant first began manufacturing polyu:ethaﬁe sottball
cores, Mr, Heaid issged manufacturing instrgc:ions that provided for the
ingredients to be diépeé;éé i?to a cup, then mixed in a miik gphke tyéé

mixer. SX 24(C). Included in the molding instructions were the following

instructions:

IMPORTANT: Thorough mixing is extremely important to proper
quality. A pour [sic] mix will result in a weak ball which can .
easily split when hit with a bat,

§X 241(C).

At the time of the '203 appiication complainant was using metering devices
which dispensed precise amounts of the chemical into a papercup which were - .~
mixed together rapidly by milk shake type mixers, Mr, Heald believed this
type of mixing to be the best method for molding a polycore .softball. Heald,
Tr. 693-94, 697, This information was communicated by Mr. ‘Heald to
complainant's attorney (Tr. 696) yet it was not included in the '20)

application; instead, mixing in the mold was described as the method of making

the polycore, FF S1-52,
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Complainant never commercially produced cores by mixing in the mold; it
pecame clear the rejection rate was such that a more efficient mixing method
was necessary. Heald, Tr. 700-06.' fge plastics process is dependent upon
thorough mixing of the inq:edients.' If‘thete is poor mixing "there would be
areas within the ., . , core where one componenﬁ would be out of ratio
with + . « the other." Heald, Tr. 699-700; see f? 70.. Generally, this would
result in a loss of strength and other flaws. Heald, Tr. 700. Thorough
mixing is needed to ensure a uniform Structure. Heald, Tr., 147. Mr. Tuten,
complainant's expert'witness and an employee¢ of complainant's chemical

-

supplier, stated that si;r}ing by hand is “"very ineffective.';Fhat he does not _
even do it in the laboraéofy when making expé:imental samples; and that he is B
not aware of any hand mixing. Tuten, Tr. 502-03. Mr, Tuten stated that a
polyurethane foam core cannot duplicate a convengional softball without proper
mixing, Tuten, Tr. 504. Proper mixing cannot be achieved by mixing in the
mold since this would have to be done by hand and one could mot achieve proper
mixing without spilling material ‘over the side of the lower half of the mold.
The polyurethane cores weré in production at the time of the '203
application. FF 72; Heald, Tr. 719. There is no evidence, other then
Mr. Heald's statement (Heald, Tr. 701), that complainant ever performed hand
mixing in the mold. There are no mixing instructions in the '295 patent
beyond the mention that mixing in the mold is the method used to make the ball

disclosed in the '295 patent specification. FF.51-51: see FF 92, Mr. Tuten,

in making laboratory samples, dispenses the ingredients in a cup and mixes
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using a milk shake type mixer. ‘Tuten, Tr. 502; 537. Only limite§ guantities
for test purposés were allegedly made by hand mixing. .fhe milk shake mixer
came next as an economical way to do mixing to get complainant started in
manufacturing. Héald, Tr. 725-26. Lannom purchased its fir;t mass production
pour machine in February 1975 and prior to that time had made about 1000 dozen
cores using a milk shaké‘type mixer. SX 58(C). Thus, complainant never made
any cores for commercial purposes by hand mixing or by hand mixing in the mold.
That the patent specification does not enable persons of ordinary skill in
the art to produce the patented article is illustrated by the experience of
Diamond Sports and Success Chemicals in attempting to make the "Game Ball®
described in\the '295 patent. The President of Di#mond Sports, aou a licensee

of complainant but formerly the principal respondent, éet out to duplicate

complainant's product with various Taiwanese companies and individuals.
c* [§
c ‘ | . FF 226;
¢ HRardy, Tr. 307, 373-74, 378-79.’ It took about ~ of experimental work

C to approximate complainant's product, although one of the companies,
C respondent Success Chemicals,

¢ | & sx 3, at 6, 37-39; Haray,

C 8/ Success Chemicals Co.
C , as suggested by staff counsel (Post Hearing Br., at 26); it is
{Footnote continued to page 27)
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Cc
C

Tr. 371, This goes far beyond any reasonable experimentation. Certain

Limited-Charge Cell Culture Microcarriers, Inv. No. 337-TA-129, 221 U.S.P.Q.

1165, 1171 (1983). Certainly, Success Chemicals would be a person of at least

ordinary skill in the art of plastic forming.

« Hardy, Tr. 375-79; see
FF 229.

Mr. Heald's statements that one could produce acceptable cores in the mold
by hand in light of the testimony of Messrs. Tuten and Hardy, both called as
expert witnesses by complainant, and in light of other parts of M;. Heald's
testimony, are not credible. 1In providing for mixing in the mold, the '295
patent specification indicates a positive effort to prevent persons from
manufacturing thevpatentéd game ball so that it could be used, as intended,
for league play. The mixing method described would in effect prevent
manuf#ctu:e of satisfactory quality ball cores by persons of ordinary skill in

the art. For this reason the '295 patent is invalid under 35 U.S.C. § ll2.

(2) Best Mode.

Section 112 of Title 35 of the United States Code requires that the
patent specification "set forth the best mode contemplated by the inventor of

carrying out his invention."™ The inventor must not conceal a preferred

(Footnote continued from page 26)
a chemical company producing
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carrying out his invention.® The inventor must not concéai a.prefer:ed
embodiment Of his invention., In te Gay, 309 F.2d 769, 135 U.S.p.Q. 31ll, 315
(c.C.P.A. 1962). The '295 patent specification does not set forth the best

method of making the game ball,

The patent specifications refer to use of a cotton yarn cover over the

polyurethane coce which in turn is to be covered with cowhide, but at the time

of the '203) application complainant had ceased using a thread winding around

the polycore, Heald, Tr. 715-18. 'Elimination of the winding would eliminate

significant labot.ccsts in producinq the patented ball and may make it more

difficult to manutacturg game balls with pattxcular rebound specxt;caticns.
Prior to the introduction of the polyurethane core softball, all softballs had
some kind of yarn winding in which the stitching on the leather cover was
anchored, The winding was eliminated by complainant prior to the '203

application when an anchorless stitch was developed. T4,

Inclusion of the yarn winding in the patent specifications and failure to

disclose the anchorless stitch is not sufficient concealment of the preferred

embodiment to find the patent invalid. Nevertheless, it does create a

misleading impression concerning the best mode of carrying out the invention.

(3) Indefiniteness,

The patent is invalid under 35 U,5.C. § 112 because it is
indefinite., The second paragraph of § 112 provides that the patent claims

shall "particularly” point out and "distinctly® claim "the subject matter



which the applicant regards as his invention.” The broad goal of the second
paragraph of § 112 is to ensure that an inventor informs the public of the
limits of the patent., Claims must be definite so that it is known which art

may be practiced without fear of infringement. General Electric Co. v. Wabash

Corp., 304 U.S. 364, 37.U.S.P.Q. 466, 468 (1938);: D.-Qhisum, Patents, § 8.01
(1984). Definite claims establish the boundaries of the. invention and thereby

give notice to others in the field of what is actually protected, Remgo €Oy

Ltd. v. Molins Machine Co., Inc., 211 U.S.P.Q. 303, 321 (3d Circ. 1981), cect.

denied, 454 U.S. 105% (1981); Norton Co, v. Bendix Corp., 171 U.S.P.Q. 449,

450 (24 Cir. 1971). If-a"patent established by indefinite claims were

enforced, the effect would be to create "(a] zone of uncertainty [inte] which
entecprise and invention would enter only at.the risk of
infringement . . . ." This would discourage invention in the field. ‘Union

Carbon v, Binney & Smith Co., 317 U.S. 228, 55 U.S.P.Q. 381, 385 (1942),

Complainant contends that all softballs with a polyurethane core,
including those without a leather cover (SX l, at 34), are infringements of
claims 3, 4, or 5 of the '295 patent. Complainant, Reply Bt., at 9. However,
only balls which essentially duplicate the dimensions, weight and performance
characteristics of conventional softballs usable in league play are entitled

to patent protection. FF 47-48, In attempting to use ambiguous patent claim

language, complainant is attempting to obtain a monopoly over all polycore
softball sales in the United States when the paient monopoly is limited to a

particular and distinct “"conventional” softball.
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The '295 patent claims a composite_ball having the "appearance, physical
characteristics and dimensions of a conventional softball” comprising a core
of polyurethane foam and a leather cover wherein the core is of such denmsity
and resilience to give the ball "essentially the same rebound, weight,
hardness, size, feel and sound qualities as said conventional softball so as

-y

to be usable in organized 1éaque play of softball." FF 47; SX 4, The patent
office history also teveals that the complainant in én affidavit dated
September 6, 1975, defined the term "conventional softball® to mean a "ball
which has the ghysical characteristics provéded in Rule 3, Sec. 2 of the
0fficial Softball Rules-of.The Intermational Joint Committee on Softball,"
although as already indiéaéed a copy of the tules was net.subﬁltted with the =
application, FF 87. The rule cited in the affidavit provides that "the ball-
must conform to dimensionai and weight limitations and must be made of

specified materials.” FF 9l. The affidavit, however, is subject to |
misinterpretation because in the same sentence it states that “such balls have
specific performance characteristics such as percent tebound.and compression

strength (hardness) and any ball not having such performance characteristics

is not  considered to be or referred to as a conventional softball by those in

the art.” SXx 91, The rules not having been submitted, the examiner could get

the impression from this affidavit that the Official Rules provided

specifications for such performance characteristics, when there were no such

specifications.

The applicable league rules, of course, specified only the ciccumference,

size, and weight of the ball, and that it have a cork or kapok center, wound
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with yarn, and a leather cover. 1In 1974, the official riles of the Amatuer
Softball Association (ASA) prescribed the requirements for an official ball as

follows:

Sec. 2. THE OFFICIAL SOFTBALL SHALU BE A REGULAR, SMOOTH-SEAM
CONCEALED STITCH OR FLAT SURFACED BALL, NOT LESS THAN 11 7/8
INCHES NOR MORE THAN 12 1/8 INCHES IN CIRCUMFERENCE, AND SHALL
WEIGH NOT LESS THAN 6 1/4 OUNCES NOR MORE [#AN 7 OUNCES. The
center of the ball may be made of either #l1 quality long fibre
kapok or a mixture of cork or rubber, or other materjals as
approved by the Joint Rules Committee on Softball, hand or
machine wound with a fine quality twisted yarn and covered with
latex or tubber cement. The cover of the ball shall be the
finest quality #l chrome tanned horse or cow hide cemented to
the ball by application of cement to the under side of the
cover and sewed-wtth waxed thread of cotton or linen,

FF 75; SPX 3l. At that ﬁime there were no published specific;tions governing
other performance characteristics of softballs such as rebound, hardness,
sound, or feel in the :uleSook of any softball association. Heald, Tr, 55-~60,
741-43.

The patent examiner had refused to recommend the issuance of a patent on
the basis of the '203 application on the ground, among others, of lack of
definiteness of the term “conventional soEtball'»in the claim language,

SX 91: see FF 84, Complainant appealed and then abandoned the '203
application. 3See FF 89. A new application - the '705 application - was filed
and was virtually identical to the rejected '203 application, FF 90; SX 1lll.
In issuing the patent, the examiner recited that "for the purpose of
eliminating indefiniteness” (emphasis added) that may be involved with the

phrase “"conventional softball,” the words "including a core of cork or kapok,
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yarn windings, 2 leégheg cover” were to be inserted after the word "softball"
in claim 3 of the application. See FF 90.2/ The added words, however,
merely made clearer the general types of balls which were in uyse at the time
of issuance of the '295 patent. 3Softballs that had cork or kapok centers,
yarn winding, and a leather cover, received automatic ieague approval if a
-
license fee were paid to the league, Such balls were checked only for
materials, content, size, and weight. Heald, Tr, 90-91. A ball with a
polyurethane core would tequitre special ledgue approval,  1d. ‘Thus. the

additional words did not ensure that the reference was to 2 ball that had
pacrticular and distiﬁct;ptayihg and performance characteristics as recited in

. . -
the ¢claim language. Co . :

In an affidavit filed with the '705 application, Mr. Heald stated that the '
term ;conventional softball” was defined in his prior affidavit in the '203.
application.iﬂ/ that the polycore ball could not be distinguished from
conventional balls, and that such balls had enjoyed commercial success and had

been approved for use by =wo softball leagues. 1In another affidavit filed by .

Mr. Ramsey of the United States Slow Pitch Softball Association, he stated

9/ The title was also to be changed to game ball.

10/ The affidavit refers to a prior affidavit filed October 22, 1975. No-.
affidavit bearing such a date is in the file, The only affidavit of Mr. Heald
in the '203 application file relating to the definition of the term -
"conventional softball” is dated September 6, 1975, and it will be presumed

that this is the affidavit which is referred to in his affidavit in the '70S5
application file., See FF 87,
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that complainant's polycore balls were essentially indistinguisable from prior
conventional softballs, FF 88; sSx lll. significantly, Mr. Ramsay in his
atfidavit failed to state that complainant's polyurethane softballs, which he

field tested, had the same rebound characteristics as a "conventional®

softball, Id.

Mr. Heald and Mr., Ramsey indicated in their affidavits that there are
performance criteria which can be sensed by playing the game,., However, the
law requires a clear delineation of the patented subjectbmatte:. Subjective
criteria which may bg felt by some during play or allegedly observed while

watching games do not s&ftice'to put the public on notice as to what actually

is included under the paient.

Mr. Hardy, Ptesident of D;amond Sports, called by complainant as an expert
in the softball industry, stated that Diamond Sports polyurethane core balls
do not have essentially the same characteristics as conventional softballs in
that there are substantial differences between Diamond Sports' balls and cork
and kapok balls, §x 13, at 3S. Mf. Hardy stated that there are “"pretty good"
differences between the kapok ball and Diamond Sports' polyurethane balls, but

the differences are not as great between cork and the polyurethane core

/
balls.ii’ 1d4. The kapok centered ball is very soft and has a dull sound as

11/ Diamond's Sports' polycore balls-are essentially the same as complainant's

polycore balls; the only difference may be in the quality of thread used,
Tr. 47; SX 64-66. .
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compared %O the polycore ball. There is alsoc a "major”™ difference in the feel
of the two balls. 1d, Furthermore, the polycore ball has a harder feel than
the cork ball and, iﬁ order for the polycore ball to replace the cork ball,
players have to get used to it and accept the harder feel. 1d., at 10. “The

yarn winding gives a flexible feeling with cork which is not present with

polyurethane., See id., at 136.

There is confusing and conflicting evidence concerning the nature of the
rebound characteristics of cork centered sofﬁballs in use at the time of the
'203 application. The coefficient of :estigutién (referred to as cdR) is an
industry standard in”use for the past two years but not known at the time of
the '203 application andnt;e 1295 patent which describes or measuces the
degree of softball rebound or ball liveliness., At the time of the '203
application, complainant used a .20 foot drop test to calculate percentage
rebound.  Tr. l16-19. This drop test was used by complainant and chemical
companies in developing the prototype polycores (see, e.g., SX 17) and was in
general_u;e in 1973 and 1974, Heald, Tr. 451. Mr. Heald stated that there is
a digect mathematical relationship between the percentage rebound calculated
using the 20 foot drop test and COR in that COR is the'square toot of the
percentage rebound. Heald, Tr. 117-19. For example, a COR of 0.50 would be
equal to 25 percent rebound. Heald, Tr. ll17. However, other evidence
contradicts Mr., Heald, 1In & comparison of Diamond Sports' and complainant's
balls, both the drop test and COR were calculatéd by complainant and the two

do not appear to be in the mathematical relationship described by Mr. Heald.



sX 64-66., For example, the COR 0.50 balls had a 37 or 33 percent rebound,
whereas according to Mr., Heald they should have about a 25 percent rebound.
sx 65, The difference is substantial and serves to point out the widespread

confusion about the rebound characteristics of a "conventional softball”" as

shown by the following examples.
oty

Mr. Heald has stated that 25 to 35 percent was the rebound range of the
conventional softball., Heald, Tr. 55. However, in contrast, when developing
the prototype polycores he asked the Freeman Chemical Co. to develop cores
with 20 to 30 percent crebound to cover the conventional ball spectrum. Heald,
Tc., 36-38. The teboﬁnd-charaéteristics of a polyurethane cote softball can be
widely varied depending dpsn the ratio of the chemicals. 8X f; at 9; sx 4.

Diamond Sports produces three or four different polycore balls each with
different CORs.la/ FF 198-99,

Diamond Sports produces a 0.44 CCR ball, which is the least lively ball

and known as a short field ball., It is the most prevalent polycore bail in

the United States and accounts for about two thirds of all Diamond Sports’

12/ Mr. Hardy has stated the range of the COR of cork centered softballs,
depending upon how they are made, is about 0.43 to 0.46 or 0.47. Hardy,

Tr. 265, 272. However, the average COR of a cork centered ball is 0.45 or
0.46 (SX 3, at 28) and the maximum COR of the cocrk ball is about 0,46 (SX 3,
at 36). The normal range of cork is a COR of 0.44 or 0.45. Hardy,

Tr. 381-82, Mr., Heald has testified that the COR range of conventional cork
balls is from 0.42 to 0.48. Heald, Tr. ll4.
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sales of polycore balls.il/ Diamond Sports also makes a 0.48 COR mid-field

ball and the more lively 0.50 and 0.52 COR balls. Heald, Tr. 262-63, 271; sx
3, at 28. Complainant makes similar COR balls. Heald, Tr. 47; SX 64-66.
Rather than duplicating conventional softballs, it appears that the balls

actually put into production by complainant were morc ‘ively then previously

used softballs. Two polycores were chosen for production, One which exhibited

an 80 inch rebound (the livelier ball) and a less lively core which exhibited
a rebound in the 65 to 75 inch range using the .20 foot drop test, Heald,

Tr. 140-41, 720. Even the lower range of the low rebound ball (about 27
percent using the zolfoég'&rdp test) was livelier than the top rebound range
of cork balls, since, usin§ Mr, Heald's method of calculation: a-27 percent
rebound is equivalent to a COR of over 0.52, substantially above the maximum
COR of any cotk centered ball., "B8all liveliness was an essential ingredient®
in his invention. Mr. Heald tested for it and prepared a research repocrt on
the subject, sent {t to the softball league, and requested tHey adopt a ball

liveliness standard. Heald, Tr. 748-52. Players like a lively softball

because they like scoring more runs (SX 1, at 25) and liveliness is a "very

~

13/ only since 1982 have there been published league rebound standards for the .

restricted flight ball, or for any softball. SX 93; Heald, Tr. 91, Very

tecently, rebound specifications for a livelier ball have been. approved by the

American Softball Association, which are just now going into effect. Heald,
Tt. 91, The 0.44 COR ball is used not only in tournament play, but also when
there is a short playing field, or because of the simple desire to use a
league approved ball, Heald, Tr. 91-92,
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impoctant performance chacacteristic . ., . to determine whether or not {the
ball] really is an acceptable elite-type ball.” SX 1, at 49. Mr. Heald
tecognized that added balllxiveliness;'which could be created with a polycoce

ball but not'ptésent in the cork or kapok balls, would change the nature of

the game:
The rebound then was an cbservable quality or property
witnessed in actual play. Used in a game,. a ball with
mueh higher rebound, much livelier would result in more
hits, more homeruns, longer games, and this would be an
observable end result. -(Emphasis added.)

Heald, Tr. 743. rhe,polyute:pane softball introduces a greater degzee of

s ¥,

liveliness into the game, . It tends to be more popular with players that want o

moce hits and':uns. The polycore ball is generally unbalanced and tends to
waffle a little in the air, whereas the cork and kapok balls have truez flight
chacacceristics. - SPX 33, Muhlfedler Dep., at 14, 22-23. The polycore ball
“"really changes the game" in that it lengthens it and makes it livelier., The
nature of the game is changed by use of the polycoce ball, and there is some
teluctance to do that in New England. SPX 13, at 33.51/ |

The only standard features of “conventional softballs” wvere the

cizcumference size and weight, the inclusion of yarn windings, and a leather

14/ ¥r. Ramsey's omission of the tebound characteristics in his affidavit in
the '708 app;ication is also consistent with this finding. §X 1lll,
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coverciz/ There were substantial differences between the cork and kapok
centered balls in febound, hardness, and sound qualities. SX 3, at 35. There
were also differences among the cork balls depending upon how they were made.
1d. Since the Official Rules contained no performance standards for
"regqulation” of "conventional” balls, even the cortk »alls that were accepted

‘ - -
for league play varied in their performance qualities. Hardy, Tr. 381-82.
The leagues also did not deny approval of kapok centered balls although

performance characteristics were different than cork centered balls., 1If a

ball made of these materials meh the size apd weight requirements, the major

.
.

obstacle to league aéprévai was payment of the licenselfee. Heald, TC. 90-92; _
spx 33, at 33-34, S53; sx,1; at 60, As complainant's expert H;._Tuten said, )
originally there were not many specific requicrements for ﬁhe ball other than

it be "playable.” Tuten, Ti. 497, At the time of the '20) application,

softballs varying widely in performance characteristics, were league approved

and thus usable in organized league play.

The patent office examiner had found the term “"conventional® too
indefinite, but had changed his opinion upon amendment of the claim language

to specify that the conventional softball had a cork or kapok center, yarn

winding, and a leather cover., FF 90-91. A copy of the rules cited in the

15/ Circumference size and weight also varied., 1In some parts of the country

16 inch circumference balls were used and in other parts an 1l inch ball was
used. Heald, Tr. 60-6l.
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affidavit submitted with the '203 application to support the distinctiveness
of the term "conventional softball” was not submitted to the examiner. Heald,
Tr. 753. Thus, the examiner was not aware that the various cotk and kapok
centered balls that would be included in the term "conventional softball,”
even with the amended language, differed substantially in performance
characteristics., The examiner never realized that t;::e‘were no official
rules or standards governing the various performance gqualities which a ball
usable in organized league play was supposed to have and that there was no
single conventional softball that possessed distinctive and particular
performance cha:acteéisiié#.j

The rebound quality éf“a softball is an important pe:Ecrmé&ce
characteristic which separates different balls. Mr. Hardy, when asked if
Diamond Sports' polycore softballs have the same characteristics as
coventional softballs when new, stated: "If it is the proper COR ball."
Hardy, Tr. 271. The trade is aware of the COR of the ball by the various
thread colors and by the softball association yhose name is on the ball.
Hatdy, Tr. 271-73, Mr., Heald has stated that :hg 0.44 COR ball, the most
pcevalently sold ball, is generally "deader”™ than conventional softballs had
been., Heald, Tr. 92, There was no conventional softball that had particular
and distinct performance characteristics any more than there is presently one
such ball.

Where the patent is a combination of old eléments. as it is in this

investigation, the particularity and distinctness of the claim language is



especially important. Rockwell v, Midland-Ross Corp.. 438 F.2d 645, 653, 169

U.$.P.Q. 5 (7th Cir. 1971)., Because such patents lend themselves easily to-

abuse, they merit "very close scrutiny.® Halliburton Co. v, Walker,

329 U.S. 1, 71 U.S5.P.Q. 175, 179 (1946). Moreover, the claim language must be

clear when read in light of the disclosure of the pa:te=at specification.

Medtronic, Inc. v. Daig Corp., 221 U.S.P.Q. 595 (D. Minn. 1983)., The only

information given in the '295 patent specification that possibly relates to
performance criteria are four examples "of balls having different [resiliency]
characteristics” as a result of varying the ratio of isocyanate to catalyst.

The first example has a-resilience of 31 percent, the second of 23 percent,

the third of 21.5 percenﬁ. and the fourth of 20.5 percent, Héueve:; nothing
is said in the specification about which, if any, have the resilience of a

"conventional softball.” The inventor, Mr. Heald testified that conventicnal

softballs have a rebound percentage from 25 to 15, percent. Thus, only the

fizst example would fit his definition. The '29S patent specification does
not clarify the ambiguous and indefinite claim language,

Claim language concerning flexibility or resilience is especially hard to
define without a ¢lear standard of measurement, Claims referring to "elastic,
flexible, relatively impermeable, polyurethane polymer foam parts, having good

resistance to plastic deformation” have been determined to be indefinite.

Scheller~Globe Corp., v. Milsco Mfg. Co., 206 U.S.P.Q. 42, 52, 63 (E.D. Wis,

1979), aff'd in part (on patent invalidity) rev'd in part (on attorney fees)

636 F.2d 117, 208 U.S.P.Q. 553 (7th Cir. 1980). 1In that case, the meaning and

40



scope of the terms were unclear becauée Qhere was no standard wiﬁh which to
distinguish those materials which had'the'pétented characteristics from those
that did not. I1d. Similarly, in the present investigation, complainant has
not sufficiently defined a standard by which patented softballs may be

distinguished from nonpa;ented polycore softballs. <3i=ce no performance

criteria for a "conventional® softballuexistéd at the time of the '203
application and issuance of the '295 patent, in light of the circumstances, it
would be unreasonable to find that the claims at issue set out and

citcumscribe a particular area with a reasonable degree of precision and

pactigulacity. A
For these reasons, use of the term "conventional softball® in the '29S

patent claims does not secrve suffiéiéntly'io particularly point out and

distinctly claim the invention of the patentee, The patent therefore is

invalid.

F. vValidity of the '295 Patent Under 35 U.S.C. § 103

The '295 patent is invalid because the subject matter as a whole would
have been obvious to a person having ordinary skill in the art.

Under 35 U.S.C. § 103, a patent may not be obtained if the differences
between the subject matter sought to be patented and the prior art are such
that the subject matter as a whole would have bggn obvious at the time the
invention was made to a person havihg_drdinary'skill in the art to which the

subject matter pertains. The test for obviousness, established by the Supreme



Court in Graham v. John Deere & Co., 383 U.S. 1, 148 U.S.P.Q. 95-99 (1966),
involves a-determination of: (1) the scope and content of the prior art:

(2) the differences between the prior art and the claims at issue; and (3) the

level of ordinary skill in the art.

(1) Scope and Content of the Prior Art.

{a) Scope of the Art.

The patent in suit and the prior art applied to its claims by

the Patent and Trademark Office (PTO) offers a convenient starting point for

ascertaining the scoée an8 content of the prior art. See Orthopedic Equipment

Co., Inc. v, United States, 702 F,2d 1005, 217 U.S.P.Q. 193, i96 {Fed. Cir.

1983). The invention of the '295 patent is entitled "Game Ball" and is
identified as being within the "field of balls per se.” CX 2, col. 1, line
9., The prior art references cited by the PTO during prosecution of the '29S
patent include patents disclosing softballs, plastic coce go}t balls (used to
practice or simulate the flight patﬁerns:ot requlat;on balls), and children's
play balls and toys with plastic cores, together yiéh a patent that
demonstrates the method of making and using :iéid Sut resilient . closed cell
polyurethané of unifogm densgity in a vatiety of shapes.

A second factor bearing on the determination of the relevant prior art
concerns what persons gskilled in the art would have been familiar with at the

time of the invention., Orthopedic Equipment, 217 U.S.P.Q. at 196, The

evidence indicates that persons engaged in softball and baseball product



development were aware of materials employed in the construction of types of
game balls other thﬁn baseballs and softballs. Heald, Tr. 126; Muhlfelder
Dep., SPX 33, at 23. For‘example, J. Muhlfelder, Vice President of J. deBeer
and sons, Inc., a competitor of complainant, indicated that in developing a
plastic core ball with a cork center, deBeer looked to golfball technology for

w.
guidance, SPX 33, at 30.

It is also appropriate in ascertaining the relevant art to consider the
nature of the problem which confronted the inventor at the time of his
invention, Graham, 383 U.S.P.Q. at 196, Here, Mr. Heald has testified that
the impetus was a de;i:e to d;velop a new type of ball construction bgsed on
his experience in moldiné élastics, which would enable compla{ﬁant to compete
in the top of the line or more expensive softball market. Heald, Tr. 121.
Accoraingly. it would have béen natural to examine developments in all areas

of ball and plastics technology in attempting to arrive at a solution to this

problem

Thus, even though the invention of the '295 patent is directed
specifically to the field of softballs and baseballs, each of the above
factors supports the conclusion that the relevant art for the purpose of

evaluating obviousness is the art in the field of balls generally and use of

plastic materials in constructing balls. FF 94,

(b) Content of the Prior Art,

Of the prior art references cited by the PTO during examination



of the '295 patent, the following are the most pertinent:kﬁ/
(i) Dillon -- Uy.s., Letters Patent No. 3,069,170 (SX 7).

Dillon discioses a ball formed of multicellular foamed
polyethylene, polypropylene, or copolymer for golf, baseball,
softball or other use the advantages of which over prior balls are,
among others, resistance to "repeated impact,® excellent weight
"uniformity," and "balance.” The patent’'s specification teach a way
to fabricate balls by placing a polymer mixture and blowing agent
into a mold, : . -

(ii) Grau -- UiS.: etters Patent No. 2,138;004 (SX 10).

Grau discloses a cork core softball around which a stitched

leather cover is applied.
{iii) Bonk == U.S, Letters Patent No. J},644,158 (SX 13).

Bonk discloses the method of making rigid but resilient
structural polyurethane foam in a variety of shapes in a one piece
molding process wherein the core has uniform closed cells and a
microcellular skin is formed by the pressing of the expanding

polyurethane foam against the walls a enclosed mold. -

16/ Other patents cited as references during prosecution of the '295 patent

were Fegan (2,081,531l) (SX 9), Fechner (3,185,476) (SX 11), and Holtvoight
(3,518,786) (sx 12).
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(iv) Gentiiuemo -- U.S. Letters Patent 3,940,145 (sX 14).31/
Gentiluemo discloses a polyurethane centered golf ball approved
by the United states Golf Association for par three golf courses.
The ball is designed to have the same "click" sound and simulate the
flight pattern of regulation balls molded in che same or similar way
as the care ©of the ball in the '29S .patent, The differences between
this patent and the '295 patent are that in the '295 patent the
polyurethane core is_cove;ed with leather,. whereas there is no cover
on the polyuze;hgpe or other matetial of the Genéiluemo patent, and

the core is of a size suitable for use as a softball -cather than a -

golf ball.
Other relevant pribr art Eéfeféé;éé é;;;\weze not ciﬁed dufing prosecution
of the '295 patent include:
(1) Kohen -- Canadian Patent No. 632,220 issued Dec. S, 1961 (SX $).

Xohrn discloses a new and improved baseball and softball core

and method of making same. The core is comprised of 50 to 90 percent

17/ Although staff counsel suggests that Gentiluemo is not prior art as to the
'295 patent because Gentiluemo's publication date, February 28, 1976, is later
than the filing date of the '295 patent's patent application, the examiner
listed it as prior art,  Moreover, the relevant date is not the date of filing
of the parent application but the filing of the continuation-in-part '70S
application, because the claims made in the '203 application were rejected and
then granted after modifications made in the '705 application. The date of
filing of the '705 application is February 20, 1976, and the date of filing of
Gentiluemo as listed by the examiner is February 28, 1974. sX lll.
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polyurethane (including a polyisocyanate and a poly-functional
material) Qnd a 10 to 50 percent filler material consisting of cotton
flock and micro-ballons. The stated object of this invention is to
produce a ball (baseball or softball) which when covered with an
outer protective coating, such as vianyl oc any other suitable
covering, will produce a ball exhibiting the flight characteristics
and the "crack" sound of prior art balls. Kohrn is obviously morce
relevant to the 'subject matter of the '295 patent than the prior art

¢cited by the PTO.

(vi) Pooley --" U.S. Letters Patent, No. 2,743,931 issued May 1, 1956 -
- (SX 6)., - -

Pietraszek -- U.5. Letters Patent No. 2,753,599 iisued July.lo.
1956 (sx 8).

These references disclose a mé:hod o£ making a ball (either
softball or golfball) which is designed to closely simulate
"regulation balls." The ball contains a cote of expandeﬁ cell
plastic dipped in nylon to form in outer coating. The ball is
designed for practice and to simulate the'tliqht pattern of
regulation balls with improved dihonsional stability.' These
teferences ace more.relevant to the subject matter of the '295 patent
then the prior art cited by the PTO because they disclose molded
plastic core softh#lls designed to sim&late the flight pattern of
téguiation balls.

(vii) Holley -~ U.S. Letters Patent No. 3,647,229 (SX 89).
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Holley is directed to a painted golf ball structure and metheod
for making‘same.» It pertains most directly to a method of.painting
solid polyurethane golf balls, but contains claims dicected to a
solid, painted polyurethane ball. Holley appears to be at least as
relevant as the art cited by the examiner dgg:nq prosecution of the

1295 patent because it shows use of a polyutethane core in a ball

construction,

(2) DODifferences Between the Claiméd Subiect Matter and the Prior Art.

The claims of ihéf'zés patent at issue here disclose a composite -
softball having the appe&tance. physical characteristics, and”dimensions of a-
conventional softball comp:;sinq: {l) a core made from flexible and resilient
polyurethane foam: and (2) a leather stitched cover. FF 97.

The use of a leather stitched covering with a softball is specifically
disclosed by Grau. FF l0l, Leather and vinyl or other synipetic materials
are obvious substitutes for one another.

Kohrn discloses polyurethane foam as a suitable substance for use in
formulating softball ccres, although it teaches the combination of
polyurethane ggé filler material in a softball core. FF 98. Specifically.,
claim 5 of the Kohrn patent teaches that the filler content shﬁuld\comp:lse 10
to 50 percent of the finished core. The objective of the Kohrn patent is to
produce a ball of "homogenecus” construction, which is “durable, pliable, yet

rugged,” and has the flight characteristics and "crack" sound of prior art
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palls. 1t suggests that a cover of vinyl or other suitable material could be
applied to the core, although the preferred embodiment uses a uniform

non-stitched plastic vinyl coating. SX S5, col. 1, lines 38-50; ecol. S, line

16, col. 6, line 18,

Since a "suitable cover” in view of the prior at. .ould include either a

vinyl or leather cover.ig/ the only difference between Kohrn and the '29§
patent is the inclusion in the plastic material of 10 to SO percent filler.
1€ the filler is removed from Kohrn there are no differences between the two

patents. 1t appears that the claims of Kohrn would anticipate the '295

patent. For example, in claxm 8 of the Kohrn patent, a molded baseball ot -

softball core is claimed which is created by placing a mixtu:e of polyutethane.

.
Y

and diisocyanate and filler "in a mold having an inner spherical surface . . .
[to] produce a solid, impact resistant, durable, tough core adaptable for use

in a baseball [or softballl.” SX 3, at 4, The polyurethane core in the '295

patent reads on claim 8 of the Kohrn patent and the '295 patent merely

eliminates one element of Kohrn, the fxlle:.ls/

18/ Mr. Heald also appears to hold this view. SX l, at 34,

19/ Pietraszek, Pooley, and Dillon relate to practice or play balls fabricated
Erom plastic materials which simulate the appearance of regulation balls,
Holley suggests solid polyurethane as a suitable substance for forming ball

cores. They are very similar to the Heald patent, but not quite as close as
Kohen, .
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Elimination of the filler is obvious in view of Holley, Gentiluemo, and
gonk., FF 104-05. 1In Bonk, the prior art is described as follows:

recently the production of self-skinned rigid polyurethanes has
been described., These foams are derived in a single molding
operation from a polyurethane foam reaction mixture and are
molded under such conditions that an outer noncellular skin is
produced on the sutface of the foam which contacts the mold
walls. The inner core of the molded object is cellular. The
production of such self-skinned polyurethane foams, otherwise
known as integrally skinned foams, represents a marked advance
in the art in that it greatly simplifies the production of
molded structural units of a wide variety of shapes. However,
the skinned foams so produced suffer the disadvantage that they
have relatively low structural strength properties and, more
patticularly, have low resistance to deformation by heat, The

number of applications to which the material can be put is
therefore lxmxted.

We have now provided a novel structural material which
combines the advantages of fabrication by molding in a one-step

procedure, with high structural strength . . . . (Emphasis
added.,)

§X 13, Untxl the Bonk patﬂnt was xssued Ln 1972, the durability problem

involved in p:oducxng a softball polyco:e was not solved. Heald, Tr. l44-46;

SX 1, at 17. Before thxs problem was solved in 19?3 the "balls failed after

little usage and would not hold their shape well.” SX 1, at 16-17. Mr, Heald

does not recall how the duiability problem was solved. Heald, Tr. 145.

{3) Level of Nrdinary Skill,

The Court of Appeals for the Federal Circuit (CAFC) has indicated

that the following factors may aid in developing a picture of the level of

skill for the ordinary person in an art:
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{1}y the edgcational background of the persons working in the field;
{2) the rapidity with which innovations are made;
{3) the soﬁhistication of the technology involved; and -
(4) the types of problems encountered in the art.
Where the prior art teflects.the level of skill in themart it may be relied

gson and expert testimony may not be required. Chore Time Equipment Inc. v.

Cumberland Corp., 713 F.2d 774 (Fed. Cir. 1981).

An examination of the game ball art, and par:icularly the softball are,

reveals that the level of skill of the ordisary person in the art is

relatively low, Personé.lﬁvalved in ptoduct'developmene in the ball field do -
not appear to possess an& specialized or specific training pt’cducational
backgrounds. James Muhlfelder testified that his company, J. deBeer & Sons,
employs one person who is devoted to research and development. This eﬁployee
has no engineering degree and has developed his knowledge of ball construction
and technology during his 25 year tenure with the company. SPX 33, at 24.

Mr. Muhlfelder, with a liberal arts degree and an international economics
background, has participated in ball development. I1d. Similarly, Frank

Hardy, President of Diamond Sports, with a background is a physical education

instructor and experience as a ball player, has developed baseballs and

softballs, Hardy, Tr. 260.

Jesse Heald, who has a degree in aerospace engineering and six years
experience as a resident engineer dealing with plastics (Heald, Tz. 14, 1213),

posssesses a more technical background than that of Messrs. Muhlfelder and
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Hardy. Indeed, Mr. Heald's qualifications appear to exceed, rather than
approximate, those 6E persons of ordinary skill in the art. Thus, as
complainant's counsel noted during the course of the hearing, Mr, Heald should
pe considered a person of "more than ordinary skill." Tr. 237,

The fact that persons are able to engage -in softgzil product development
without specific technical training is an indication of the level of
sophistication and the nature of problems encountered in the field,

Evidently, the level of technical sophistication is not great. The relevant
p;xo: art -reflects, however. that persons of skill in the art were aware that
plastics technology could be applxed to ball construction.

The ball game art is not one in which innovation has beenntrequen£. In
the softball field, four major innovations have occurred in the last 65
years: (l) introduction of the kapok‘ball in the 1920's; (2) introduction of
the cork ball in the 1960's: (3) introduction of the polyurethane core ball in
1974; and (4) introduction of an E.V.A. surlyn plastic centeged ball about two
years ago. SPX 33, at l4.

The profile of the person of ordinary skill ﬁhat emerges from the factors
discussed above is of a person with a college degréé who is employed in the
game ball industry. He or shg is essentially a layperson that has gained
experience over time inithe manufactuze and production of game balls and would

have been aware of the use of plastic materials in ball construction.
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(4) Secondary Considerations,

Secondary considerations are also assessed in evaluating
nonpbviousness under § 103. These considerations include: -

{1y commercial success of products produced under the patent:

{2) long felt but unresolved need for ‘the pavented invention;

(3) failure of others to arrive at a solution to the problem solved

by the patented invention; and

{4) industry acquiescence in the validity of the patent,
Graham, 383 U.S. at l7-18:

Some of the secondaéyoéon;iderations support the conclusion of obviousness -
while others do not. First, complainant's polycore ball has enjoyed
considerable commercial success since its introduction into the market,
Heald, Tr. 32, 73l. Complainant was able to sell 20,000 of its patented

polyurethane core softballs in the first year following the product's

introduction. FF 107: Heald, Tr. 731. 1In 1983, 38.4 percent of all softballs

s0ld in the United States are polyurethane core softballs with: leather
covers, FF 107, 163.

There is no evidence that complainant's introduction of the polycotre was.
preceded by a long-felt need in the softball .industry to find ; synthetic
substitute for the traditional cork or kapok softball. FF 57, 108; Heald,
Tr. 125. While the industry, with the notable exception of Diamond Sports,
has avoided infringing the '295 patent, it is unclear whether the industry's
position can be interpreted as acgquiescence to the patent's validity. The

principal competitors have developed alternative type of plastic-core
)



softballs -- the Surlyn and Dyna-Core balls -- which they believe are more
desirable ballg, Mghlfelder‘oep., SPX 33, at 23=-27.
Diamond Sports has been given avligense as part of a settlement agreement
inithis investigation which provides that if complainant obtains a general
C- exclusion order, it_will pay a fee of per dozen for polyurethane core
C softballs imported into the United States.
(o] A o v e .
C. .+ - .. The royalty rate of per dozen
is lower than the fee originally sought from Diamond Sports and others (Heald,
C Tr. 199, 230) and constitutes about : percent of the selling
price of complainant's polyurethane softballs. SX 39. It would be an
C understatement to say that the royalty -to be received is .32/
Spaldiné, the only company other than Diamond Sports to have taken an
express license under the patent, appears to have accepted a license at a
nominai rate in order to avoid the,high,cgst of litigation. FF 109-11; Heald,

Tr. 182, 192, 218; SX 45; SX 67-68. Another so-called licensee, Rawlings,

declined an express license and opted to purchase its requirements for cores

I

20/ As part o: the licensing arrangement, complainant promises

N0 n

« See Opn., at 74-79.
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from complainant. FF 112: Heald, Tr. 22S. Similarly, complainant's other
»licensees,” inleding Wilson, Regent, Steele, McGregor, and Seameo. are
implied licensees."FF_lla-ld: 180; Heald, Tr. 2ll.

Although plastic companies familiar with polyurethane foam systems, such
as Reynolds Chemical and Freeman Chemical, were worki~a at the behest of
complainant to develop a éolyurethane core focr sottbglls, complainant ‘in
actuality was not seeking to duplicate the existing conventional softballs but
to produce a livelier and more durable ball. After the commercial success of
this ball competitors devglcpgd their own plastic-core lively softballs.

Thus, oa.balance; tﬁg:ieeéndaty considerations do not suppoct
nonobviousness. There his been commercial success, but theteihas been no long

felt need or failure of others to find a solution to a pfoblem solved by the

'295 patent. There also has been no industty acquiescence.

(S) Conclusion As to Qbviousness.

As the CAFC has noted, the guestion of nonobviousness is a simple one
to ask but difficult to answer, CAFC precedent instructs that the proper
analysis of the nonobviousness question begins with the presumption that the

pecson of ordinary skill in the art at the time of the patentee's invention is

presumed to have before him all of the televant prior art. The next inquiry
is whether, armed with this information, it would have been nonobvious to this

person of ordinary skill in the art to coordinate the teachings of the prior

art elements in the same manner as the claims in suit, Orthopedic Equipment,
217 U.S.P.Q. at 199,
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The CAFC has cautioned that the strong temptation to rely on hindsight in

evaluating obviousness must be resisted:

it is wrong to use the patent in suit as a guide through the maze of
prior art references in the right way so as to achieve the result of
the claims in suit. Monday morning quarterbacking is quite improper
when resolving the question of nonobviousness in a court of law.

=
I1d. The court has also cautioned that obviousness cannot be established by

combining the teachings of the prior art absent some suggestions or incentive

to do so. ACS Hospital Systems, inc. v. Montefiore Hospital, 732 F.2d 1572

(Fed. Cir. 1984).

In the present iﬁveétiéagion, the prior art does suggest gpat the
teferences could be combined in such a way as to produce a so;tball suitable
for use in official league play. Opn;, at 47-49. Also, the Kohrn ball core
is essentially indistinguishable from the '295 patent ball core. Kohrn
anticipates Heald since merely dropping one élement of the Kohrn
combination -- the filler -- could not avoid infringement, rKohrn discloses a
"suitable cover™ for the core which obviously.could‘include leather. The
Kohtn softball core is designed to simuiate the. flight of traditional balls,
Removal of the filler iﬁ the Kohrn core is also obvious in view of Dillon,
Holley, and Gentiluemo, and the disclosure of new structur#l polyﬁrethane foam
in Bonk. |

The evidence adduced by staff counsel has overcome the presumption of

validity, and the '295 patent is obvious and invalid under 35 U.S.C. § 103.
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G. Unfair Act3s - Infringement of the '29S Patent

The principal respondent and importer of the alleged infringing softballs,
piamond sports, has been granted a license by complainant as part of a
settlement in this investigation. The settlement does not constituﬁe a
determination of whether there has been a violation of-.§ 337 9£ the Tariff Act
of 1930, as amended. Nevertheless, under certain ci:::mstancés, a settled

respondent's importations and sales should be taken into account in

determining whether a violation of § 337 has occurred in an investigation.,

Certain Trolley Wheeal Assemblies, Views of the Commission, Inv, No.

337-TA-161, at 8-ll kAué.-i9; 1981). As indicated below, it does not appear

appropriate to take into account Diamond Sports’' importations: Opn., at:-
71-79. For purposes of judicial economy and efficiency and in order to
properly assess the conduct of respondents Tusa and Success Chemicals,

however, the administrative law judge will consider whether Diamond Sports has

committed unfair acts ., -

The unfair acts alleged are infringements of the '295 patent, 1If that
patent is valid, and for purposes of this discussion we will assume its
validity, the i;itial question is whether Diamond Sports has caused softballs
to be made and sold which have infringed claims 3, 4, ot S oE.the '29%
patent, Mr, Hardy, President of Diamond Sports, has himself provided the
answer to this question: When asked if his polycore balls have essentially
the same qualities as a conventional softball, Mr. Hardy responded, if it is
the proper COR ball, Thus, we must determine which balls duplicate the
construction and performance characteristics of a conventional softball.
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Only two sourceé exist in Taiwan for the manufacture of polyurethane
cores, Success Chemicals Co. and Mansui Chemplas Co. FF 219;
Diamond Sports' softballs are made entirely from cores supplied by Success
Ch;micals (Hardy, Tr. 274) and Diamond Sports through Tusa

Opn., at 74-78.

There is some evidence that cores manufactured by Mansui have been
manufactured into softballs and shipped into the United States and that more
may be coming. FF 235-40. Compla@nant alleges that the balls with the Mansui
cores infringe the '295 patent. There is a substantial question whether the
quality of the Mansui core renders it unusable for leaque play and
consequently pot within the claim language of the '295 patent., Mr. Tuten, a
chemist and expert witness called by complainant, examined what is believed to
be a Mansui core by gouging out some of the material and inspecting the
condition of the core interior. FF 119; Tuten, Tr. 525-31; CPX ll, He stated
that while the materials used appear to be good, the quality of molding
appeared to be poorer then he could produce in the laboratory; i.e., without
use of the automated;pour machine that siénifiéantly improves the gquality of
mixing. Tuten, Tr. 529. The machiﬁing ofnthe mold used to ;ake the core is
poor and rough spots én'the insidevof the mold tend to cause air entrapment,
which may affect the performance of the ball. Tuten, Tr. 535-36. What
appears to be poor molding can also result from poor mixing. Poor mixing can
result in nonuniform density and hardness, leading to a core which would

exhibit inconsistent physical properties such as hard spots, soft spots, or
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heavy spots, all of which can affect the performance and flight

characteristics of the bgll. Tuten, Tr. 526-31, 534-36; see FFP 70.

and the inspection of the only Mansui core produced

in evidence, softballs with Mansui's polyurethane-co;e are not usable in

organized league and do not essentially duplicate “"conventional softballs.”

21/ . Sx 3, at 29,

22/ 1f this hearsay turns out to be true, the cores again would have to come
from Mansui.
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The claims of the '295 patent do not include all softballs with a
polyurethane core and leather cover as claimed by complainant (Reply 8z.,
at 9), but only thoée which duplicate conventional softballs and are usable in
organized league play. The evidence as described above shows that the Mansui
core is unreliable in its rebound qualities and lower .r deader than even the
restricted flight ball, Thé:efore, softballs made from the Mansui
polyurethane cores do not duplicate conventional softballs and are not usable
in organized league play. Softballs made from this core do not infringe
claims 3, 4, or 5 of the '29S_patent.

The more difficuit éq;;tiSn is whether leather covered softballs using -
Success Chemicals' polyu;ethane cores infringe the '295 paten; claims,
FF 118, When asked if Diamond Spocrts' softballs duplicate the essential
chacacteristics of the conventional softball, Mr, Heald indicated this was
true for the ball with equivalent rebound characteristics if it is the proper
COR ball. Rebound is one of the essential features of a ball's playability.
In slow pitch soft ball, the game in which the polycore ball is used,
virtually everyone up at bat hits the ball., FF 34f Thus, rebound off the bat
and off the playing field is crucial. Diamond Spocts makes tour balls, each
with a different COR rebound quality, 0.44; 0.48: 0.50, and 0.52.

Mz. Heald stated that the 0.44 COR ball is "deader” than the
"conventional” ball. Thus, this ball would not duplicate the essential

characteristics of the conventional softball and would not infringe the '29$5

patent, However, Diamond Sports' mid-field 0.48 COR ball appears sufficiently
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close to the conventional cork ball so that it could be said to functionally

duplicate a conventional ball.zl/

. Complainant alleges that higher COR polycore softballs, those that rebound
more than "conventional® softballs, are covered by the '295 patent under the.
doctrine of equivalents, Tr. l1l2. The doctrine of 32:ivalents allows a
patent holder to hold as an infringement a product Or process that does not
correspond to the literal terms of the claims of the patent but performs
substantially the same functions in substantjally the same way to obtain the
same resuylt. The purpose of the doctrine is to prevent others from practicing
frauds on patents. éhiiuéi gégg_. § 18.04. )

Application of this doétrine is determined by the degree 5! the
invention. Chisum, supra, § 18.04(2). Pioneer patents receive the broadest

protection while small improvements receive fewer equivalents., John Zink

Co. v. National Airoil Burner Co., 613 F.2d 947, 205 U.S.P.Q. 494 (Sth Cir..

1980); Azvim Indus., Inc. v, Berns Air King Corp., 525 F.2d 182, 188 U.S.P.Q.

49, S1, 52 (7th Cir. 1975) (patent receives narrow range of equivalents =«
because it was at best minor improvement over prior art). Patents which
consist of continuations of old elements are often classified with narrow ot

small improvements and thus receive fewer equivalents than other ‘inventions.

Chisum, supra, § 18.04(2).

23/ As discussed above, however, the evidence concerning the rebound
characteristics of the conventional cork softball is confusing and conflicting,
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claim 3 specifies that the '295 patent covers softballs with polyurethane
cores and pecformance chacracteristics which essentially duplicates those of
-cgnventional' softballs usable in league play. The rebound characteristic,
or "resilience” of these softballs is an important performance criteria,
Claim 3} specifically limits patent coverage to thosg.igftballs which have a
rebound characteristic or "liveliness” equivalent to conventional balls,
Nevertheless, complainant argues that respondents' softballs, which are
livelier than conventional softballs, the COR 0.50 and 0.52 balls, are covered
by the patent by vittue of the doctrine of equivalents,

The burden of persudsion rests on complainant, Complainant must establish
by a preponderance of the evidence that respondents’' more lively softballs are ..
the physical or functional equivalent of the patented softballs. Duplan

Corp. Ve Deetinq Mllllken' Inc-' 197 UOSOPOQO 3‘2' 349 (Do S.C- 1977) ‘tf'd in

part (patent validity), rev'd in part (antitrust) 201 U.S.P.Q. 641 (4th Cir.,
1979), cecrt. denied 205 U.S.P.Q. 96 (1980). This burden has not been met.

One of the elements of Claim 3 is that the rebound characteristic of
patented balls is equivalent to that of "conventional® softballs.
Respondents' COR 0.50 and 0.52 softballs are more lively, i.e., have a greater
than “conventional” rebound characteristic. Thus, one of the patented
elements is clearly missing. When one of the patented elements is missing,
the doctrine of equivalents cannot be applied. 1d. The '295 patent never
claimed to cover all softballs with a polyurethane core regardless of

resiliency. Claim 3 limited the '295 patent to those softballs performing



like 'conventional"saftballs. “Therefore, respondents' 0.50 and 0.52 COR
softballs which admittedly have greater resiliency than "conventional”
goftballs are not co&e:ed by the patent under the doctrine of equivalents,
Assuming for discussion purposes the validity of the '295 patent and the
absence of the license agreement between complainan\;‘;a Diamond Sports, I
would find that Diamond Spofts and Tusa infringed claim 3 of the '295 patent
in the manufacture and sale of the 0.48 COR ball. I would also find that
Success Cheﬁicals is a contributory infringer in that it manufacthres the 0.48
COR ball co:es-knowipg they w;li be made inéo softballs by Tusa and will be
shipped to Diamond Sporég.for sale in the United Statesf Softballs made from ::

the Mansui polyurethane core do not duplicate conventional softballs and are

not usable in league play; therefore, they do not infringe the '295 patent.

V. Importation and Sale

To invoke the subject matter jurisdiction of the Commission and to support
a finding that a violation of § 337 exists, comélainant must establish that
the accused product has been imported and(or séld.in the Unjited States. 19
U.S.C. § 1327,

The evidence of record indicates that all remaining respondents to this
investigation have imported, sold, or offered to- sell allegedly infringing
polyurethane core softballs in the United States except Regent Sports. The
evidencg submitted by complainant as to Regent Sports demonstrates that
respondent had imported from Taiwan a finished polyurethane core softball with

st
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a leather cover. CPX 1-2. Complainant, however, after inspecting the core of
the Regent Sports éoftball, testified that the 1979 date on the core indicated
that the core was probably manufactured by Lannom. FF 270. Cqmplainant has
also testified that Regent Sports had purchased from complainant approximately
400 polyurethane cores pursuant to an implied license agreement to produce
softballs, FF 180. The péckage which contained Regent Sports' softballs
states that the softball has a "pPolycore® and is produced under complainant's
'295 patent. FF 271.

that Regent Sports had a polyurethane core softball manufactured in
Taiwan is not necessarily inconsistent with the above facts; the Regent Sports
softball states on its cover that it is made in Taiwan. It could have been
assembled in Taiwan from Lannom cores supplied by Regent Sports from the
United States, Thetefoze,lthe evidence indicates that Regent Sports purchased
from complainant under an implied license to produce softballs with
polyurethane cores, shipped those cores to Taiwan in order to produce a
finished softball, then imported the finished polyurethane core softballs back
to the United States where they were appropriate}y advertised under the

.

implied license as produced under the '295 patent,

DOMESTIC INDUSTRY

-

The Commission has customarily defined the domestic industry in
patent-based investigations as the domestic operations of the patent owner and

its licensees devoted to the exploitation of the patent. Certain Methods for

63



gxtruding Plastic Tubing, fnv. No. 337-TA-110, 218 U.S.P.Q. 348 (1982);

certain Slide Fastener Stringers and Machines and Components Thereof, Inv. No.

337-TA-85, 216 U.S.P.Q. 907 (198l); see H.R. Rep. No. 93-571, 93 Cong., lst
Sess. 78 (1973). The domestic industry is not limited to manufacturing per se

but encompasses distribution, research and development, and sales,
»

pPersonal Computers, Inv, No. 337-TA-140, at 38 (1984); Plastic Tubing, supra.

Certain

The Commission also does not adhere to any rigid formula in determining the
scope of the domestic industry as it is not precisely defined in the statute,

but will examine each case in light of the realities of the marketplace,

Slide Fastener Stringers, supra; Certain Apparatus for the Continuous

Production of Copper Rod, Inv. No. 337-TA-52, 206 U.S.P.Q. 138 (1979).

Lannom employs approximately 237 individuals at its Tullahama: Tennessee,
facility who are primarily engaged in the production of polyurethane cores,
the making of leather softball covers, the application of leather covers to
polyurethane cores, the packaging and shipping of finished softballs, and the

administrative and management duties surrounding production and sale of

softballs. FF 124. Lannom operates a tannery .in Tullahoma, Tennessee, which

employs 100 individuals who produce all the leather covers used by Lannom for -

polyurethane core softballs sold under the WORTH trademark, FF 131, Lannom

also employs 20 individuals to sell the polyurethane core softball throughout

the United States. FF 130. Finally, Lannom conducts extensive research and

development with regard to the technology associated with polyurethane coce

softballs, FF 135-36.



In 1983, Lannom.products accounted for 40 percent of the total United
States market for softball products. FF 166. Lannom's 1983 annual gross
profits from the sale of polyurethane core softballs equaled = percent of the
company's total gross profits and percent of its total sales. FF 169,
171. Of the softballs produced by Lannom in 1983, percent were
poiyu:ethane core softballs. FF 168. ‘ percent of the softballs
sold by Lannom are polyurethane core softballs with leather covers. FF 167,
171.

Lannom has granted a number of companies either an expressed or implied
license to manufacture polyurethane core softballs, including McGregor
Athletic Products, the Wilson Division of PepsiCo, Spaulding Sports Company,
Rawlings Sporting Goods Company, Regent Sports, Steele Sports, Seamco, and
AMF, FF 180. The administrative law judge, however, is unable to find that
any of complainant's licensees should be considered part of the domestic
industry in this investigation. As of the institution of this investigation,
only one company, the Wilson Division of PepsiCo, continues to purchase
polyurethane cores for softballs from Lannom. FF 181-82. fhouqh there is
evidence of record that Wilson has purchased and plans to purchase a
significant gquantity of polyurethane cores from Lannom (FF 181-82), there is
no substantial evidence that Wilson utilized these cores to manufacture a
polyurethane core softball with a leather cover to compose a conventional
softball usable in official‘league play. See FF 183. The only exhibit of a

Wilson softball features a polyurethane core enclosed by a nonleather cover,

SPX 20.
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All the coméonents used in the manufacture, production, and assembly of
polyurethane coteAsoftballs by Lannom originate from sources inside the United
States, FF 137-38. The actual assembly of the polyurethane core softballs,
however, takes place at complainant's facilities in Port-au-Prince, Haiti,
port Cortis, Honduras, and Lucia, Jamaica. FF 155. .Esnnom sells the
polyurethane cores together with the leather covers and materials needed to
stitch and adhere the covers to the cores to its offshore facilities operated
by affiliated companies. FF 156. The polyurethane cores ace then covered to
produce a finished product an¢bre-sold to complainant. FF 155-56, 161,
Complainant stamps aﬁd éqééades the finished product in the United States and -

- . -

distributes it throughout the country. FP 140,

Section 337(a) requires that the unfair methods of competition and unfair
acts have the effect or tendency to injure substantially an industry in the
United States, The Commission has clarified the definition of a domestic
industry by requiring an inquiry into the nature and siqni!i?ance of
complainant's business activities in the United States as they relate to the

article in question. Certain Miniature, Battery-Operated, All-Terrain,

Wheeled Vehicles, Inv. No. 337-TA-122, Comm'n Dec., at S-11 (1982): Cectain

Airtight Cast-Iron Stoves, .Inv., No. 337-TA-69 (198l). A finding that

complainant utilizes offshore facilities to assist in the production of the
patented article does not in and of itself preclude the administrative law
judge from making an initial determination that complainant's domestic

operations constitute a domestic industry under § 337. Such a determination
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requires additional analysis, however, when the exploitation of the patent

takes place outside the United States.

claim 3 of the '295 patent defines the relevant industry as those domestic
operations designed to exploit the production of (1) a composite ball,
(2) having the appearance, physical characteristics, .and dimensions of a
conventional softball, (3) comprising a spherical co;:.membez formed of
flexible and resilient molded polyurethane foam ggg a leather cover portion
enclosing and stitched over the core, (4) such that the composite ball has
essentially the same rebound, weight, hardngss. size, feel, and sound
qualities as a convehtidn;i sgftball, (3) so as to be usable in organized
league play. FF 47. The {295 patent therefore is a combination patent. A
combination patent protects only against the operable assembly of the whole

article and not the manufacture of its parts. Deepsouth Packing Co. V.

taitram Corp., 406 U.S. 518 (l971), rehearing denied, 409 U.S. 902 (1972).

The activities of Lannom in the United States, including the molding of
polyurethane cores and the cutting of leather into figure eight patterns with
stitch holes stamped into the leather, are not p:qtected under the '295
patent. It is not uvntil the cores are stitched and adhered to the leather
covers to constitute a conventional softball usable in officiai league play
that there allegedly exists an invention under the '295 patent,

Section 337, however, is an international trade statute and not a patent
statute. It is not designed to protect patents'ée: se but domestic

industries, There exists in the United States a significant domestic industry



that is inextricably tied to the eventual exploitation of the '295 patent.
For example, the stated cost in 1984 to Worth Haiti to purchase the total
materials to produce a polyurethane core softball from Worth Tullahoma was
per dozen. FF 158. The per dozen price for the polyurethane core slug
was ; thread, ; leather cover, ; cement, ; freight,
; packing, : and hot press, . CX 21(C). The total labor cost

to Worth Haiti for the sewing and cleaning of the finished polyurethane core

softballs was « FF 159. Worth Haiti sold the finished softballs to
Worth Tullahoma for per dozen, FF l6l. The profit to Worth Haiti
therefore was . FPF 162. After Worth Tullahoma purchased the finished

softballs, it incurred the following additional costs per dozen units: duty,
; freight, ; cleaning/grading, ; packing materials, !
packing labor, ; stamping labor, . CX 21(C). -The total cost to
Worth Tullahoma in 1984 for a dozen finished polyurethane core softballs was
. which includes the profit to Worth Haiti. FF 163.

For this reason I find that Lannom's domestic operations related to the
manufacture, research, and development of the component parts for the
production of a polyurethane core softball with a leather céber demonstrating
the characteristics of a convention softball usable in official league play,
and the distribution and sale of this same finished softball, constitute a

domestic industry under § 337.
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' vI. Efficient and Economic Operation

In order to prevail under § 337, a complainant must establish that the
rglevant domestic industry is efficiently and economically operated. The
guidelines set forth by the Commission to assess whether a complainant's
domestic industry is efficiently and economically operated include: (1) use
of modern equipment and manufacturing facilities; (2) investment in research
and development; (3) profitability.of the relevant product line;

(4) substantial expenditures in advertising, promotion, and development of

consumer goodwill; and (5) effective quality control programs. E.g., Certain

Methods for Extruding Plastic Tubing, Inv. No. 337-TA-110, 218 U.S.P.Q. 348

(1982); Certain Coin Operated Audio Visual Games and Components Thereof, Inv,

No. 337-TA-105, 216 U.S.P.Q. 1106 (1982): Certain Slide Fastener Stringers and

Machines and Components Thereof, Inv, No. 337-TA-85, 216 U.S.P.Q. 907 (1981).

Tﬁe machinery and equipment used by Lannom in the fabrication, packaging,
and marketing of polyurethane core softballs are state of the art and valued
at approximately . FF 128, 134, The raw materials used for
production of polyurethane cores are stored in large heated tanks, each of
which contains an agitator to ensure the chemicals remain hombgeneous. When
production begins, the materials are pumped into the mixing chamber of a pour
machine where an auger type mixer combines the two ingredients, isocyanate and
polyol, at high speed. FF 142. A timing mechanism meters the amount of
isocyanate and polyol entering the mixing chamber to mix the proper ratio of

the ingredients. FF 143. Following thorough agitation, the mixture is
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dispensed into the lower half of a two-piece spherical mold. The top half of
the mold is then piaced on the lower half. The mold is spun to coat the
interior, clamped shut, and placed on a four-tiered rotating carousel
developed by complainant specifically for use in molding polyurethane cores.
The core is cured as it rotates in the carousel. FF 144, Employees pull each
polyurethane core and pe:férm a quality inspection. FF 145,

Lannom's state of the art approach to molding polyurethane softball cores
is a result of ongoing research and development designed to improve the
quality and consistency of its product. FF 135. Complainant is currently
conducting research designed to expand the liveliness levels of po;yutethane
core softballs to satisfy new market demands and to develop a polyurethane
core softball which will reduce injuries in youth softbail leagues. FF 136.

Lannom has increased its share of the total softball market from
percent in 1978 to percent in 1983. FF 168, As complainant's pe:centagé
share of the total softball market increased, softball sales as a percentage
share of Worth Sports total sales increased. FF 169. For example, in 1978,
softball sales comprised percent of Wozih Sports total sales; in 1983,
softball sales comprised percent of Worth Sports total sales., FF 169.

percent of the softballs now sold by Worth Sports are

polyurethane core softballs with leather covers. FF 127. For 1981, gross

profit on softballs equalled : O percent of total company gross
profit; for 1982, » O percent of total company gross profit; and
for 1983, » OF percent of total company gross profit. FF 171.
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The advertising and promotional expenses of Worth Sports from 1978 through
1983 demonstrate tﬁat it has spent over for this six-year period
on promotional products, shows, advertising, and catalogs in an effort to sell
the polyurethane softhall, FF 170.

As of 1983, polyurethane core softballs constituted 38.4 percent of the
total softball market in thé United States. FF l65. Lannom possesses the
present capacity to fully satisfy current and future demand for polyurethane
core softballs. FF 154, Specifically, complainant now operates four of its
six injection molding machines.in full time production of 1l2-inch polyurethane
softball cores and is able, within a short time span, to increase production
by employing additional shifts to operate the injection molding machines or by
converting its fifth and sixth machines to production of 12-inch polyurethane
softball cores. FF 146-53, 176-78. |

For the foregoing reasons, 1 find that the domestic industry is

efficiently and economically operated pursuant to the provisions of § 337,

VII. Injury

As a final element in a '§ 337 action, complainant must show that the
respondents' unfair methods of competition and unfair acts have the effect or
tendency to destroy or substantially injure the domestic industry. 19 U.S.C.
§ 1337(a). Injury requires proof separate and independent from evidence of an
unfair act. Complainant must establish a causal relationship between

respondents' unfair acts and the injury suffered as a result of such acts,
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certain String Assemblies and Components Thereof and Methods of Their

Manufacture, Inv. No, 337-TA-88, 216 U.S.P.Q. 225, 243 (l981),

There has been substant;al discussion by the Commission whether to include
the importation and sale of allegedly infringing products by respondents who, ‘
after the institution of an investigation, have settled with complainant. See

-
Certain Foam Earplugs, Notice of Commission Decision Not to Review,

Supplementary Information, Inv., No. 337-TA-184 (Jan. 22, 1985): Certain Bag

Closure Clips, Notice of Commission Decision Not to Review, Supplementary

Information, Inv. No. 337-TA-170 (Sept. 7, 1984); Certain Trolley Wheel

Assemblies, Views of the Commission, Inv. No. 337-TA-161, at 8-11 (Aug. 29,
1984), On October 19, 158;. the administrative law judge iss&id an Initial
Determination which recommended that the Commission terminate this
investigation as to respondents Diamond Sports. Ocrder No. 16, Lannom and
Diamond Sports had entered into a settlement agreement that granted respondent
the exclusive right and license to import, use, and sell throughout the United
States polyurethane core softballs as set forth in claims 3 through 15 of the
'295 patent. Lannom retained the right to manufacture and sell softballs in
the United States under its trade name. 1Id., at l-2. Notice of the
Commission's decision not to review this initial determination was published
in the Federal Register on November 28, 1984. 49 Fed. Reg. 46,819. Pursuant
to 19 C.F.R. § 210.51(b)(2), an order of termination based upon a licensing
agreement shall not constitute a determination as to viol&tion of § 337,

The Commission's recent decision in Trolley Wheel Assemblies overruled the

administrative law judge's determination not to include importations by a
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settled respondent in an assessment of injury because such an inclusion would
pe inconsistent with' the Consent Order Agreement entered into by the parties,

Certain Trolley Wheel Assemblies, Views of the Commission, Inv.

No. 337-TA-161, at 7, 8 (Aug. 29, 1984); see id., Initial Determination, 61-62
(May 31, 1984), The Commission reviewed its earlier ®®rision in Certain Food
Slicers, Inv., No. 337-TA-76, and stated that consideration of a settled
respondent's ;mports may be appropriate depending upon the facts presented.

Certain Trolley Wheel Assemblies, Vigws of the Commission, Inv. Neo.

337-TA-161, at 9-10 (Aug. 29, 1984), citing Certain Food Slicers, USITC Pub.

1159, at 19 (June 1981);,'rhe:cOmmiss;on specifically noted its disagreement, ..

however, with the premise set forth in Certain Heavy Duty Staple Gun Tackers,

Inv, No. 337-TA-137, that the imports of settled respondents are relevant in

every instance. 1Id., at l0.

.

The Commission in Trolley Wheel Assemblies concluded that consideration of

the importation by the settled respondent was appropriate beecause

(1) virtually all the infringing imports came from the settled respondent and
(2} the settled respondent was the importer, not the original source, of the
infringing imports and the settlement agreement did not effect or limit the

original source., Certain Trolley Wheel Assemblies, Views of the Commission,

Inv. No. 337-TA-161, at 10. The supplementary information provided by the
Commission in its decisions not to review the initial determinations in Foam

Earplugs and Bag Closure Clips goes beyond its determination in Trolley Wheel

Assemblies. The Commission noted in those cases that before the imports of
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settled respondents could be considered, there must be a finding of an unfair
act with respect to the articles imported. Because the statements of the

commission in Foam Earplugs and Bag Closucre Clips are provided as-

'supplehentaty information® and are not meant to alter the basic premise of

the Commission's decisions in Food Slicers and Trolley Wheel Assemblies, these

.
E N

two cases will be interpreted to be consistent with Trolley Wheel Assemblies.

A respondent might be reluctant to enter settlement or consent order
agreements pursuant to 19 C.F.R. §§ 210.51(b) and (c) if later, after a
hearing in the investigation at which :espoqdent was not cepresented, the
Commission determined that. the importation of certain articles by the settled

respondent constituted an anfair method of competition. Rules 210.51(b) and

%

(¢) provide that orders based upon such agreements shall not constitute a

determination as to violation of § 337. A finding that respondent had

committed an unfair act, together with a finding that such imports injure the
domestic industry, constitutes in effect a conclusion that the settled
respondent violated § 337. Such a conclusion is antithetical to the

Commission's purpose to affect amicable settlements between the parties and
might lead to unintended legal consequences in other forums, The
determination as to whether an unfair act exists should be di:?cted to the
original source of the imports if that source is not limited by the agreement
between complainant and the settled respondent. Therefore, introduction of a
settled respondent's impocrtations provides secoﬁdary evidence as to the effect

or tendency of the unfair acts committed by the original source to injure the

domestic industry.
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Diamond Sports is now a licensee of Lannom. The activities of Diamond
Sports at this time no longer allegedly injure the domestic industry as
defined under § 337.  According to the evidence, Diamond Sports imports
virtually all of the allegedly infringing products relevant to this
investigation but is not the original source for these imports. FF 196-97,
203. Diamond Sports obtains all of its completed polyurethane core softballs
from respondent Tusa. FF 204. Tusa purchases the polyurethane cores for its
softballs from respondent Success Chemicals. FF 220. Respondents Keith
Kleppe & Associates, Team West, George Tyler Enterprises, B.0O. Mickelson &
Associates, Dan Spika & Associates, Metts-Rupp, Dave Middleton & Associates,
and Paul Shaughnessy & Associates, act as manufacturer rep:esentativeg from
which Diamond Sports products may be purchased. FF 220. For the following
reasons, I find that an assessment of the importation and sale of allegedly
infringing polyurethane core softballs with leather covers by settled
respondent Diamond Sports is not relevant to a determination of injury in this
investigation as to any of the remaining respondents.

Two companies in Taiwan produce polyurethane'cores for balls. FF 219.
One of these companies, Success Chemicals, is a reéﬁondent in this

investigation.
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Tusa, located in Kaochsiung, Taiwan, has a facility approximately
square feet in size and is engaged in the business of adhering and

stitching leather covers to polyurethane cores to produce finished softballs,

FF 207-208.
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The respondent manufacturing representatives handle the DIAMOND baseball
and softball on an exclusive basis. Hardy, Tr. 257; see FF 200. Diamond
Sports has an oral agreement with each manufacturing representative as to
commissions and terms for dismissal. 1d. Each representative works in a set
geographical area and solicits business for Diamond Sports' products., FF 200;
Hardy, Tr. 258. The respondent manufacturing representatives only carrcy
samples of polyurethane core softballs and have no inventory. - Hardy, Tr.

258. These respondents do not distribute or ship softballs sold by Diamond

Sports, or have any responsibilities other than soliciting sales for Diamond
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sports. 1d. Diamond Sports' manufacturing representatives have never
distributed polyurethane .core softballs for any other company that imports
such balls into the United States. 1d., at 258-59. For the above reasons,
complainant moved to terminate these respondent manuf&ctu:ing representatives
*in view of the fact that ;he only unfair acts alleged against these
manufacturers' reps pertain to their agency relationship to Diamond and since
Diamond has been terminated as a Respondent . . . " Counsel for Complainant,
Tr. 259.

According to Paragraph III of the Settlement Agreement entered into

between Diamond Sports and Lannom,

It is clear that the acts of
the respondent manufacturing representatives are limited to.soliciting sales
for Diamond Sports. These respondents fall within the provisions of Paragraph
I11 of the Settlement Agreement as sublicensees of Diamond Sports who are
necessary to effectuate the manufacture, sale, and.distribution of its

polyurethane core softballs., Diamond Sports is not in any way associated with

the other remaining respondents or non-respondents involved in this

investigation. FF 204,
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Moreover, complainant has
stated that it no longer considers sales by respondents Tusa, Sucéess
Chemicals, and Complete Merchants to Diamond Sports as constituting unfair
acts. Prehearing Conf. Tr. 12-13. Therefore, facts concerning the
importations by Diamond Sports of allegedly infringing articles should not be
considered in determining the effect or tendency of unfair acts to injure the
domestic industry.

For this reason, the administrative law judge has decided not to include
specific evidence as to the importations by settled resﬁondent Diamoné Sports
in an assessment of inju:y.zi/ The administrative law judge will refer,
however, to the activities of Diamond Sports when they provide general
evidence important as a whole to the determination of injury in th}s

investigation.

A. Substantial Injury

Several factors are relevant to a determination of substantial injury to a

domestic iﬁdustry, including, but not limited to: (1) declining sales;

24/ The facts of Diamond Sports' importations, however, are clearly apparent
in this opinion and the accompanying findings of fact. 1In summary, Diamond
(Footnote continued to page 80)
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(2) lost customers; (3) decreased employment; and (4) decreased production and

profitability. Z.3., Certain Vertical Milling Machines, Inv. No. 337-TA-133

(1984); Certain Drill Point Screws for Drywall Construction, Inv. No.

337-TA-115 (1983); Spring Assemblies, supra, 216 U.S.P.Q. at 242-45. While

the Commission requires that a causal nexus be established between the alleged
injury and the unfair act in the importation of a product, the Commission also
recognizes that "[u)lnder patent law, a patent is a lawful monopoly, and the
owner of a valid patent is entitled to 100 percent of the domestic market for
the product covered by the patent. Thus, all sales of infringing articles
covered by a patent rightfully belong only to the patentee." Spring

assemblies, supra, 216 U.S.P.Q. at 243,

Lannom has not experienced a decline in its sales of polyurethane core
softballs with leather covers. Lannom over the last four years has steadily
increased its sale of polyurethane core softballs. FF 174. 1In a ten-month
period from July 1, 1983, through April 27, 1984, Lannom sold dozen
polyurethane core softballs, close to dozen more than it sold during
the twelve months of July 1, 1982, through June 17, 1983. FF 174, 1In

comparison, Diamond Sports, the sole importer of any significance of allegedly

(Footnote continued from page 79)
Sports began importing polyurethane softballs to the United States -

FF 203. By October 1984, it sold dozen and
had dozen in inventory. FF 196-97. The total importations up to that
time were dozen. FF 231.
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infringing polyuzeghane core softballs, from until October 1984
sold dozen polyurethane core softballs in the United States and
maintained an inventory of dozen. FF 196-97. Complainant's argument
that additional evidence of lost sales would have been found if respondents
Complete Merchant#, Regent Sports, Success Chemicals, and Tusa participated in
discovery is unpersuasive., Complainant is in a position to know whether it
has lost sales or customers to these respondents. Mr., Heald, President of
Worth Sports, testified that he is not aware of any lost sales of polyurethane
core softballs to any company other than Diamond Sports. FF 193, Mr. Heald
was aware that Worth Sports had lost sales because of the gaining popularity
of the surlyn core softball sold by Dudley and the introduction of a new
plastic core softball sold by deBeer. FF 194-95.

Lannom has identified a number of establishments that it allegedly lost as
customers because of the purchase of softballs from Diamond Sports., FF 191.
The record is uncertain as to the precise type ofysoftball each of the lost

customers purchased from Lannom and the softball they subsegquently purchased
25/

from Diamond Sports.— The record is also incomplete as to whether ejther

the number of lost customers or the volume of business lost would represent a
substantial injury to the domestic industry because there is no relative

comparison made to the total number of complainant's customers or the total

25/ Lannom makes cork, surlyn, and polycore softballs and Diamond Sports makes
cork and polycore softballs., FF 18, 40-42, 198-99; CX 24; SX 88.
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number of softballs sold. See Textron, Inc. v. U.S. Int'l Trade Comm'n,
Appeal No. 84-1261; The gquantum of proof to establish substantial injury may
be less in a patent-based investigation than in one where the holder of rights
is not entitled to entirely exclude competitors from use, but even in
patent-based investigations "the domestic industry must normally establish
that the infringer holds or threatens to hold, a significant shére of the
domestic market . . . or has made a significant amount of sales of the
articles.” 1d., at 20. Lannom has not identified for the record any
customers lost because of sales made by any company other than Diamond

Sports., FF 193,

There is no evidence in the record of decreased emﬁloyment in tse domestic
industry because of the activities associated with respondents and
non-respondent competitors.

Complainant has not suffered decreased productivity or profitability
because of the activities associated with respondents and other competitors.
Gross profits for Lannom's polyurethane core softballs have because
the average selling price per unit per order ha§ FP 172.

Mr. Dale, general manager of the Worth 8311 DiQisién of Lannom, testified that

this in gross profits may be explained by the fact that the

FF 172.

SX 88. Also,
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the fact that comp;ainant has demonstrated it has sufficient present capacity
to meet the projected growing market demand for polyurethane core softballs
(FF 154) does not demonstrate that there is an underutilization of the
domestic industry. The capacity is based upon additional shifts or alteration
of equipment, FF l46-53, 176-78,

For the foregoing :easoﬁs. I find that the effect of the importation and
sale of allegedly infringing polyurethane core softballs with leather covers
does not substantially injure the domestic industry.

B. Tendency to 5ub3t3htfally 1njure

-

Wwhen an assessment of the market in the presence of the accused imported
product demonstrates relevant conditions or circumstances from which probable
future injury can be inferred, a tendency to substantially injure the domestic

industty has been shown. Certain Combination Locks, Recommended

Determination, Inv. No. 337-TA-47, at 24 (1979). Relevant conditions or
circumstances may include foreign cost advantage and production capacity,
ability of the imported product to undersell complainant's product, or
substantial manufactiring capacity combined with the intention to penetrate

the United States market, Certain Methods for Extruding Plastic Tubing, Inv.

No. 337-TA-110, U.S.P.Q. 348 (1982); Reclosable Plastic Bags, Inv. No,

337-TA-22 (1977); Panty Hose, Tariff Comm'n Pub. No. 471 (1972). The
legislative history of § 337 indicates that "[w)lhere unfair methods and acts

have resulted in conceivable loss of sales, a tendency to substantially injure
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such industry has been established.” H.R. Rep. 93-571, 93 Cong., lst Sess. 78

(1973), citing In re Von Clemm, 108 U.S.P.Q. 371 (C.C.P.A. 1955); see also

Bally/Midway Mfg. Co. v, U.S. Int'l Trade Comm'n, 219 U.S.P.Q. 97, 102 (Fed.

cir. 1983).

(1) Foreign Cost Advantage.

Complainant's 1985 catalog price list offers polyurethane core
softballs with a top grade leather cover as follows: (1) 1-50 dozen, $49.32
to $49.92 per dozen; (2) 51-95 dozen, $45.12 to $45.72 per dozen; (3) 96-299
dozen, $44.28 to $44.68 per dozen; and (4) 300 dozen and up, 342.24 to $42.84
per dozen, SX 88, By comparison, Diamond Sports offers similar quality
polyurethane core softballs for its 1985 Early Order Program at lower price
levels: (1) 1-99 dozen, per dozen; (2) 200-399 dozen, per
dozen; (3) 400-599 dozen, per dozen; and (4) 600-999 dozen, per
dozen., FF 202. Price lists, Sowever, do not necessarily demonstrate cost
advantages in the foreign production of an article vis-a-vis the domestic
production of the same or similar article.gﬁ/

The 1984 accounting cost to Worth Tullahoma to purchase from Worth Ha?ti a

dozen completed polyurethane core softballs was . FF 161, Diamond

Sports imports to the United States polyurethane core softballs purchased in

26/ Complainant has not reduced its prices to meet the prices set by Diamond
Sports.
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Taiwan from Tusa for per dozen., FF 210. The total 1984 labor and
material cost to Worth Haiti to produce a dozen completed polyurethane core
softballs, however, was . FF 160. Therefore, the total profit in 1984
including overhead accrued by Worth Haiti in its sale of these softballs to
Worth Tullahoma was . FF 162. Worth Haiti has recognized a profit of
for 1983, for 1982, for 1981, and for 1980, FF 162.
Mr. Dale, general manager of the Worth Ball Division, explained these wide

variations in profit as a result of

. FF 164,
€CX 21(C). It is therefore apparent
from the record that the price paid by complainant to Worth Haiti is heavily

affected by the degree to

The cost to Diamond Sports to purchase a polyurethane core softball in
Taiwan of per dozen presupposes that the Taiwanese manufacturers set
their prices based upon cost plus a profit margin., This price should be
compared to the cost to Worth Tullahoma to purchase softballs from Worth Haiti
absent the to Worth Haiti. The cost of labor
and materials to Worth Haiti only amounts to per dozen; Still, the
difference between Diamond Sports' purchase price and Worth Haiti's total

cost, , demonstrates that
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there exists to some degree a foreign cost advantage should a Taiwanese
manufacturer of poiyurethane core softballs with leather covers sell directly
to the United States, See also Opn., at 88-91., The exact magnitude of that
cost advantage, however, is unknown but appears small. The administrative law
judge finds, therefore, that there is a foreign cost advantage in the
production of a completed pﬁlyurethane core softball, though noi as

significant as alleged by complainant,

(2) Foreign Production Capacity.

The foreign capacity for the production of polyurethéne core
softballs with leather covers appears on the surface to be enormous but is
actually limited by a number of factors.

The total production inATaiwan for polyurethane core baseballs and
softballs exceeds dozen a month, or dozen polyurethane core
balls a year. FF 239, Most of the balls produced with a polyurethane core
are baseballs, however, and while stitching fac;lities are flexible enough in
Taiwan to switch to softballs (FF 239), to do so mgkes the untenable
assumption that these firms would stop total production of baseballs.
Companies or individuals also may solicit orders in the United States but may
not as yet be in the business or may never go into business if they do not

receive substantial orders.
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The appearance of a multitude
of companies soliciting completed polyurethane core softbélls from Taiwan is
therefore not truly rep:ésentative of the number of companies actually in the
business.

A number of Taiwanese manufacturers of completed polyurethane core
softballs with leather covers have been named during this investigation.

FF 251-58, 260-67. These companies are responsible only for adhering and
stitching covers to polyurethane cores to make a finished softball.

FF 251-58, 260~-67. Only two companies in Taiwan, Success Chemicals and
Mansui, produce polyurethane cores., FF 219. This fact immediately limits the
potential size of the foreign produdtion capacity no hatter how maﬁy companies
exist thch attach covers to cores,

Secondary evidence indicates that Success Chemicals has the capacity to
produce 120,000 dozen polyurethane cores a year. FF 223, 234. Less reliable-
hearsay evidence indicates that Mansui, which was never made a respondent to
éhis investigation, has the capacity to produce 200,000 dozen polyurethane

cores a year.ZZ/ FF 234.

27/ The evidence regarding Mansui's production capacity is particularly
unreliable. No witness has testified to observing that it has an automated
pour machine and is in full production of polycores which are shipped to the
United sStates. Only one or possibly two ball cores, identified as Mansui
cores, have been shown in use in this country. Various smaller non-respondent
companies are said to be selling polycore softballs in the United States, but
(Footnote continued to page 88)
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Opn., at 75-79.

The polyurethane cores produced by Mansui are noticeably inferior to those
produced by Success Chemicals or complainant, The
inferior Mansui core does not infringe the '295 patent because it is unusable
for official league play. Opn., at 56-59. As such, leather covered softballs
utilizing the Mansui polyurethane core do not compete with complainant'g
polyurethane core softballs.

For the above reasons, the foreign production capacity available does not

have the tendency to injure substantially the domestic industry.

(Footnote continued from page 87)
no reliable evidence of the sales of such balls has been produced.

This hearsay is not given much, if any, weight in the absence of any proof of
significant sales in the United States of softballs with Mansui cores. 1f

Mansui does not have an automated pour machine its production capacity would
be very limited. See also Opn., at 56-59.
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(3) Ability to Undersell.

A number of companies other then Diamond Sports have had polyurethane
core softballs produced in Taiwan for the purpose of importation to and sale
in the United States. FF 241, 269. There is insufficient evidence to
conclude, however, that these companies undersell complainant's softballs.,
Coast Marketing, a catalog~-type company; that it
sold polyurethane core softbails with leather covers for $32,50 per dozen.
FF 268. Because Coast Marketing sells directly to retailers through mail or
phone order, a large part of the difference in price between its softballs and
the softballs sold by Lannom or Diamond Sports appears due to its lower
overhead by reason of its different method of distribution. It also sells a
lower quality ball. Opn., at 89. The evidence suggests that the market for
softballs is price conscious. FF 43-45, It would therefore follow that if
one cémpany sells softballs at significantly lower prices, it would be able to
capture a major proportion of the market should the other companies fail to
follow suit. Diamond Sports offered softballs below the price quoted by
complainant in order to take advantage of this market characteristic. Coast
Marketing offers softballs at a price level dramatically lower than both
Lannom and Diamond Sports. Coast Marketing has failed, however, to have any
impact on the market for softballs even though it has been selling leather
covered polyurethane core softballs produced in Taiwan for a year and a half

to two years longer than Diamond Sports. FF 269.
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For example, Coast Marketing's impact on the bolyuzethane core softball
market is so insignificant that Mr. Dale, general manager150t the Worth Ball
pivision, had not seen a‘COast Marketing softball until two weeks prior to the
hearing in this investigation. Dale, Tr. 600. Mr. Hardy also £estified that
the Coast Marketing softball does not appear to be a top grade ball. Hardy,
Tr., 417. It is probably made with a Mansui core and therefore has unreliable
flight characteristics making it unusable for league play. Opn., at 56-59.
It also has an inferior leather cover. CPX ll, The example of a Coast
Marketing polyurethane core softball on record therefore demonstrates that
this company's softball does not compete with the domestic industry at issue
in this investigation. As such, the evidence that cOaét Marketing Qells a
polyurethane core softball for }32.50 is irrelevant to a determination of
whether there is a tendency to substantially injure the domestic industry.

There are a number of Taiwanese firms that have offered to sell wholesale
polyurethane core softballs with leather covers. FF 246, 257, 259, 262.
Respondent Complete Merchants has offered polyurethane core softballs at
$22,92 per dozen, F.0.B. Taiwan (though there is some evidence to suggest that
Complete Merchants has in the past offered to seli'sofgballs for as low as

per dozen). FF 246, 248-49., Morrison Enterprises has offered "SOLID
PU CORE" softballs with a water proof leather cover for $26.20 per dozen,
F.0.B. Taiwan. FF 259. Tayang has offered polyurethane core softballs with
chrome tanned leather covers for $21.50, F.0.B. Taiwan, with a minimum

purchase of 500 dozen. FF 262.
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The total labor and material cost to Worth Haiti to produce a dozen
completed polyﬁréthane corte softballs in 1984 was . FF 160. Worth
Tullahoma purchases from Worth Haiti a dozen polyurethane core softballs for

, but this priée is
two associated companies. FF 161; Opn., at
84-85., Minus profits to Worth Haiti, complainant would be able to purchase
softballs in 1984 for $22.95, a price lower than the price charged by Morrison
Enterprises, eguivalent to that of Complete Merchants, and higher than that of
28/

Tayang.—~'  The solicitations, however, are probably lower than the price to

Worth Tullahoma (

29/

} o=
Nevertheless, the administrative law judge finds that there is substantial
doubt whether these solicitations represent genuine offers to produce top

guality balls at the stated price.

28/ We do not know if these solicitations represent persons actually in the
business, or seeking to secure a large enough order to permit entry into the
business, Hardy, Tr. 372. Mr. Hardy has testified that he also has been
solicited to purchase at about per dozen, but yet entered into an
agreement to purchase from Tusa at per dozen.

29/ An additional charge of $§1.84 was incurred by complainant in 1984 in
transporting the completed polyurethane core softballs to the United States
and preparing the finished product. FF 161, 163; CX 21(C). This additional
cost included duty, freight, cleaning/grading, packing materials and labor,
and stamping labor, but there is no evidence of record that a person
purchasing softballs from Taiwan would not incur some if not all of these same
costs, CX 21(C). For example, Complete Merchants charges an extra $0.60 per
dozen softballs for individually designed boxes for the softballs. FF 248.

91



Therefore, theie is insufficient evidence to conclude that,
foreign manufacturers of polyurethane cores with leather covers have the

ability to undersell complainant.

(4) Manufacturing Capacity and Intention to Penetrate Market.

The evidence demonstrates that there is a substantial capacity to
assemble polycore softballs combined with an intention to penetrate the United
States market. The capacity to manufacture polyurethane cores, however,
severely limits the ability of companies other than Diamond Sports to
penetrate the market.

The following Taiwanese companies currently stitch leather covers to
polyurethane cores: (1) Sakurai, dozen per month (FF 260); (2)
Tayang, no estimate as to capacity (FF 263); (3) Well-Sun, dozen per
month (FF 267);: (4) Tusa, dozen per month

(FF 208); (é) Cortina,zg/ . dozen per month (PF 251);
(6) dozen per month (FF 255); and (7) dozen
per month (FF 258). The following non-respondent companies algo have an

unknown quantity of polyurethane softballs produced in Taiwan for sale in the

United States or are making arrangements for manufacture in Taiwan and

30/ Mr. Heald has testified that Cortina has stated it would not ship pdlyco:e

balls to the United States until the patent situation has been resolved. SX
1, at 74-75,
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shipment to the Uniﬁed States: (1) (FF 241, 256); (2) Baden (FFP 241,
256, 266); (3) (FF 273): (4) (FF 241); (5) (FF
241, 267); (6) (FF 241); (7) (FF 241); and (8) (FF 241). The
evidence of whether such companies have actually imported and, if so, the
gquantity of such imports, is extremely sketchy and unreliable and has not been
confirmed by evidence of sales in the United States. See SXx 1, at 63. 1In any
event, the above companies would be severely limited in the extent to which
they can exploit the market for polyutethane core softballs with leather
covers by the fact that only two Taiwanese companies ptoducg a polyurethane
core, Success Chemicals and Mansui, and that only one of these companies,
Success Chemicals, produces a polyurethane core which competes with the cores

manufactured by complainant. Opn., at 56-62. Success Chemicals

Opn., at 74-79.

Therefore, there currently exists a substantial capacity to assemble
softballs in Taiwan and an intention to penetrate the Uniteé States market,
Notwithstanding these intentions, there has been no penetration of the United
States market for polyurethane core softballs with leather covers usable in
official league play by companies other than Diamond Sports, and there is no
indication of any capability to do so apart from Diamond Sports.

The intention to penetrate the United States market may generate

sufficient interest by one of the remaining respondents or non-respondent
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competitors to create a polyurethane core softball with a leather cover usable
in official leagué play. Either the Commission investigative attorney or
complainant have argued that: (1) South Korea, the Philippines, Indonesia,
Thailand, and Mainland China all have the potential to produce polyurethane
core softballs; (2) South Korea has which could make the
transition into production‘of polyurethane core softballs; (3) pour machines
for production of polyurethane cores are available from Germany or Japan with
a two or three month lead time for only $30,000; (4) companies which are
presently selling softballs could begin to market polyurethane core softballs
from Taiwan through their existing market channels. These arguments are all
rejected as being theoretical, not factual. Hypotheticalg are not factual
bases upon which to make a determination of whether a tendency to
substantially injure exists.,

Féz the foregoing reasons, I find that £here is insufficient evidence to

suggest that a tendency to substantially injure the domestic industry exists.
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FINDINGS OF FACT

I. Jurisdiction

1. The U.S. International Trade Commission pursuant to § 337 of the :
Tariff Act of 1930, as amended, has-jurisdiction over the subject matter of
this investigation becaﬁse the alleged unfair acts and unfair methods of

competition involve importations of certain softballs and polyurethane cores

therefor into the United States, Notice of Investigation, 49 Fed. Reg. 20,076

(May 11, 1984).

II. The Parties - -

A. Complainant and Interested Persons.

2. Lannom Manufacturing Company, Inc., (Lannom) is a corporation

organized and existing under the laws of Tennessee with its principal place of
business located at Tullahoma, Tennessee 37388, Worth Sports Co. and Lannom

Tannery are two div;sions of Lannom, Complaint, Docket No. 1042, at 3
(Apr. 3, 1984).

3. Worth Sports Co., a division of Lannom, is responsible for
developing, manufictu:ing. producing, advertising, and marketing sporting

goods, including sbftballs. in the United States. Complaint, Docket No, 1042,
at 3 (Apr. 3, 1984).

4. Lannom Tannery, a subsidiary of Lannom, produces leather for

covering softball products. Complaint, Docket No. 1042, at 3 (Apr. 3, 1984).
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B. Resggndents,

5. Respondent Success Chemicals Co., Ltd., located at Room 403, San
Chin Bldg. 31-1, Sec. 2, shin Sheng North Rd., Taipei City, Taiwan,
maﬁufactutes polyurethane softball cores. ; FF 118, 219-23,

6. Respondent Complete Merchants Corporation, located at 9th Floor,
No. 319 Chung-Hsiao East Rd., Sec. 4, Taipei City, Taiwan, has offered to sell
polyurethane core softballs with leather covers. Hardy, Tr. 31S5; FF 246-S0.

7. Respondent Tusa, Inc., located at Kaohsiung, Taiwan, Republic of
China, adheres and stitches covers, including leather covers, to polyurethane
cores to manufacture finished polyurethane core softballs, Order No. 8
(July 27, 1984); FF 204-08.

8, ﬁeSpondent Regent Sports Company, located at Hauppauge, New York
11787, manufactures polyurethane core softballs. CPX 1-2; FF 120-21, 270-72.

9. Respondent Keith Kleppe & Associates, located at 23063 La Cadena,
Laguna Hills, CA 92653, is a ﬁanufacturet representative for the sale of
products produced by Diamond Sports. CX 26-27; FF 200.

10. Respondent Team West, located at P.0. Box 62, ﬁedmond. WA
98052, was a manufacturer representative for the sale of products produced by
Diamond Sports. CX 26-27; FF 200.

1l1. Respondent George Tyler Enterprises, located at 5650 Syracuse
Circle, Suite 122, Englewood, CO 80111, is a manufacturer representative for
the sale of products produced by Diamond Sports. CX 26-27; FF 200.

12. Respondent B.O. Mickelson & Associates (now known at The
Mickelson Group), located at 455 W. Jacksgn, Suite 205, Naperville, IL 60540,
is a manufacturer representative for the sale of products produced by Diamond

Sports., CX 26-27; FF 200.
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13. hespondent Dan Spika & Associates, located at 1121 Dallas Drive,
Suite 5, Denton, TX 76201, is & manufacturer representative for the sale of
products produced by Diamond Sports. CX 26-27; FF 200.

14. Respondent Metts-Rupp, Inc., 4901-05 Distribution Drive, Tampa,
FL 33605, is a manufacturer repcresentative for the sale of products produced
by Diamond Sports. CX 26-27; FF 200.

15. Respondent Dave Middleton & Associates, located at P.O. Box 471,
Willow Grove, PA 19090, is a.manufactUter tepresentative for the sale of
ptoducts produced by Diamond Sports. CX 26=-27; FF 200.

16. Rgsponéfntipaul Shadqhnes&y & Associates, located at 36 Grove
Circle, Braintree, QA: 02184, is a3 manufacturer representative for the sala of

products produced by Diamond Sports. CX 26-27; FF 200, ~

97



III. Product in lssue

17. The product in issue is &8 polyurethane core softball with a

leather stitched cover purportedly covered by claims 3, 4, and S of the '295

patent., FF 47-48,

18. Complainant manufactures and sells 16 different varieties of a
polyurethane core softball with a leather cover. fhc model designations of
those balls are: PX-l; PX-1D; PX-1XX; PX~2; RP;BO: bx-zn: PX=3; PX~4; PX-5;
PX=11l; PX~16; PX-14; CSX-16: CSX-16Y; PX-1-8; PX~ll-B. Dale, Tz. 640,

19. Complainant'§ polyu:cthan’ core softballs have been approved for
official leaque:play;yy the Amateur SOitball Association (ASA), the United
States Slov Pitch Softball Association (USSSA) , and the National c°llegia;;

.
.

Athletic Association. Heald, Tr. 311.

t

20. Prior to the introduction of the polyurethane core softball, all
softball cores were made either of cork or kapok. Muhlfelder Dep., SPX 33,
Te. 13-14,

2l. The core of a cork softball is formed by mixing granulated cock
with a binding agent to form a sphere and wipding teinforced thread around the
cotk sphere, A conventional leather covef is applied to the cork core to form
a finished ball, Heald, Tr. 19.

22. A conventicnal kapok softball has a core of compressed fiber
wound with yarn, The core is covered with a leather cover to form a3 finished
ball. Heald, Tr. 19.

23. It is impossible to see any difference between a cork or kapok

core softball and a new polyucethane core softball. Heald, Tr. 22, 97; Hardy,

Tr. 271' 348, 3‘500 380.
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24. In today's softball industry, rebound {s expressed {n terms of a
ball's coeffici?nt of restitution or COR. COR is tested in a laboratory using
timing gates and a computer. A ball is propelled through a timing gate to a
target on a wall against which the ball rebounds. The computer registers the
inbound and outbound speeds. COR is the difference between outbound speed and
inbound speed ekp:essedlas a percentage, CX 23, ¥ 6.

25. Both Diamond Sports and complainaﬁt manufacture a variety of

softball models with CORs ranging from 0.44 to 0.52. Hardy, Tr. 263; Dale,

Te. 644,

26. The WORTH PX 2 and the DIAMOND D-100 mid-range have CORs of 0.48
and are considered mié?range balls. Dale, Tr., 643; Ha;dy; Tr. 263, The wSRrg
RX-80 and DIAMOND P200-§ are restricted flight balls with COR of 0.44. The
Worth PX-~1 and Diamond D-100W are 0.52 COR balls and are considered lively

balls. Dale, Tr. 644; Hardy, Tr. 263.

27. The term “"conventional softball®™ has a different meaning today
then it did in 1974, 1In 1974 the term refe:;ed to cork ;: kapok core
softballs, Today the term conventional sof;bal} embraces polyurethane core
softballs, Heald, Tr. 174.

28. One major advantage of the polyurethane cote‘sottballs is that
it is at least S5-10 times more durable than conventional cork or kapok
softballs, Heald, Tr. 20; Hardy, Tr. 26S5.

29. A laboratory test may be used to measure softball durability. A
pitching machine is used to propel a ball at a speed of 105 mph across a nine
foot distance to a steel plate. The ball is then inspected for deterioration

and defect. This procedure is repeated until a defect is observed.
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Durability is determined as a function of how many times a ball can be
subjected to the above procedure without exhibiting a defect, The following

table is an estimate of the durability of the variocus types of softballs

currently sold:

Core Type Number of Repetitions Until Defect
Rapok . i

Cork 15-18

Surlyn . 55-60

Polyurethane 110-130

Hardy, Tr. 264;.ﬂea11. Te. 20.

30, According to the estimates of the ASA, approximately 40 percent

of the softballs sold today in the United States are polyurethane core -
softballs with leather covers. Hardy, Tr. 268, 410; Heald, Tr. 32.

31, Estimates of the total United States market for softballs range

Ezom 700,000 dozen to 1.5 million dozen. Muhlfelder Dep., SPX 33, Tr. 36;
Hardy, Tr. 452. .

32. According to estimates of the ASA, the market demand of

polyurethane core softballs is inccreasing. Hardy, Tr. 268, 401; Heald, Tr. 13.

33. The two primary varieties of the game of softball played in the

United States are slow pitch and fast pitch softball. Muhlfelder Dep..

Tr. 20; Hardy, Tr. 457-458. Approximately 88 percent of the softball played

in the United States is slow pitch, and the popularity of that variety of
softball is growing., Hardy, Tr. 458,

34. Polyurethane core softballs have enjoyed popularity as a slow

pitch ball. Hardy, Tr. 268; Muhlfelder Dep., Tr. 20. In the slow pitch game,

1]
a softball is hit more frequently than in fast piteh. Muhlfelder Dep., SPX
33.
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e, 20; Hazdy.lrz. 380. The polycore ball's supé:lor duzability as compared
to cork ot kapok balls makes polyurethane core balls particularly well suited
to the slow pitch game. Hardy, Tr. 380, 460,

3S. Polyurethane softballs have not been well accepted for use in
fast pitch softball because they tend to be slick and unbalanced., Muhlfelder
Dep., Tr. 22. ‘ . ~

36, Cork or kapok core softballs are more popular in the northern,
noctheastern, and midwestern areas of the United States. Heald, Tr. S1:
Hardy, T:._404: Muhlfeldecr-Dep., Tr. 12. Polyurethane cote softballs are
popular in the éouthﬁrn.:southwestetn and western regieﬁs of the United
States. Hardy, Tr.'163: Muhlfelder Dep., Tz. 13. This g;oqzaphical divlszonl
is largely due to the popularity of slow pitch softball in the south and to
complainant's early sales efforts which were concentrated there. 14,

37. A number of softba}l companies sell a ball containing a surlyn
plastic core or surlyn combosite core, Heald, Tr. 63-64.

38. Surlyn is a thermoplastic and is manufactured into softball
cores through an injection molding process., Heald, Tr. 62. A sucrlyn core
softball was introduced by Dudley Sports Company about three years ago. 1d.,
Te. 100, 101. Lannom subsequently introduced a surlyn ball, the Poly~E red
dot softball. 1Id., Tr. 101.

39. J. deBeer & Sons, Inc., manufactures a ball with a cork center,
surlyn inner covering, and leather outer cover. Muhlfelder Dep., SPX 33,

Te. 23.
40. The WORTH surlyn ball is designed for use in slow pitch softball

and competes for sales with cork and polyurethane core balls. Heald, Tr. 1013.
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41. The WORTH surlyn core ball has received ASA approval. BHeald,
Tc. 93. | .

42. Surlyn core balls do not exhibit as high a durability as
polyurethane core softballs. Dale, Tr. 58S, Complainant plans to discontinue,
manufacture and sale of surlyn core balls, Dale, Tr. 587.

43, Polyu:ethaﬁé core softballs conpete for sales in the marketplace
with cork coce and surlyn core balls. Dale, Tr. 644. Most softball players
demand & high quality ball but are not brand conscious and will make
purchasing decisions based oﬁ price when choosing between balls of comparable
quality. Hardy, Tr, 413/ - |

44. There are at least two classes of softball &onsumers, leagues ot
organizations and individual consumers. A league will generally select a bali
with a certain type of cére at the beginning of a season and will make
purtchasing decisions based largely on the prices of competing brands of that
type ball, Hardy, Tr. 4113.

45. Individual consumers will make purchasing ;ecisionl based on

ptice without much consideration for the conpoq;tion of a ball's core. Hardy,

Tr. 413.
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Iv., Validity of the '295 patent

A. The Patent

46. Complainant is the owner by assignment of U.$. Letters Patent
3,976,295 (the '295 patent) issued to Jesse H, Heald, Jr., on August 24,

1976. cCx 2.

47. Independent claim 3 is tepresentaﬁfsg of the claims of the '295

patent directed to softballs, Claim 3 recites:

3. A composite ball having the appearance, physical
characteristics and dimensions of a conventional softball
including a core of cork or kapok, yarn windings, and a
leather cover comprising a spherical core member formed of
flexible and resilient molded polyurethane foam and a
leather ‘cover portion enclosing and stitched over said core
portion wherein said core portion is formed-of polyurethane =
foam of such density and resilience as to give said
composite ball essentially the same rebound weight,
hardness, size, feel and sound qualities as said
conventional softball so as to be usable in organized
league play of softball,

cx 2.
48. Claims 4 and S5 of the '295 patent are dependent claims and
recite:

4. The composite ball of claim -3 wherein the diameter of
said core member is equal to at least 90 percent of the
diameter of the finished composite ball.

S. The composite of claim 3 wherein said spherical core
member is formed from a mixture of isocyanate and a mixture
of catalyst and blowing agent.

cx 2.

B. Specification

49, The specificatien of the '295 patent reveals that Application
ser. No, 659,708 filed February 20, 1976, which matured into the '295 patent,
is a continuetfon of abandoned Application Ser. No. 487,203 (the '203

application) filed July 20, 1974, CX 2.
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50. rﬁe specification of the '29S5S patent is identical to that
contained in the '203 application. According to the specification, the
primary objective of the '295 patent is to provide a "new and improved ball
| construction and new and improved method of fabricatin§ either a baseball, or.:
softball or similar ball having desired characteristics essentially identical
to prior conventional balls, but having uniformfés of construction, cost and
durability advantages over prior known convent}onal balls.” CX 2.
X S1. The specification discloses that the obje;tivc of the '295
patent can be achieved by combining th:ge lngtedienis - Lsocygnato. a polyol

catalyst, and water. -~ .in’‘certain specified ratios in a hollow spherical mold

to form a polyu:ethahé'co:e of the desired weight and resilience, to which_a

leather cover can be stitched, CX 2, col. 1 line 60, col. 2 line 25. '
S2. The examples of the '295 patent instfuct that polyurethane cores
exhibiting the characteristics necessary to practice the invention ate formed
by placing measured amounts'of isocyanate and a mixture of catalyst and
blowing agent into a mold, and mixing the isocyanate ané the catalyst-blowing

agent blend in the mold itself. CX 2, col. 3 line 2§.

C. Background of the Invention

$3. Jesse Heald, Jr., is the president of complainant's Worth
Division and vice president of complainant, He has been employed by
complainant since 1970. Heald, Tr. l4.

S4. Prior to his employment with complainant, Mr. Heald vas employed

for six years as an aerospace engineer with Arnold Engineezing, Inc., of

Tullahoma, Tennessee. Heald, Tr. 123;: SX 1.

13
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55. WFile employed at Arnold, Mr. Heald became familiar with.
polyu:e:hané foam plastics and learned that polyurethane foam can be molded to
form a rigid flexible object. Heald, Tr. 113,

S6. Mz, Heald first considered finding a substitute for conventional,
softball cores in 1970 while employed as the product development manager for

complainant. At that time he had no formal tra:n&ng as a chemist. Heald, Tr.

121-22.

57. Mr. Heald was not aware in 1970 that any of complainant's
competitors were seeking to find a substitute for conventional cork of kapok

softball cores. : Heald, Tr. 12S.

$8. Mr. Heald spoke to three plastics companies--- Flexible Prodgcts

(Flexible), Reynolds Chemical Co. (Reynolds), and Freeman Chemical Co. *

(Freeman) about the possibility of using polyurethane foam as a substance for

fabricating softball cores. Heald, Tr. 1130.

S9. 1Isocyanate ié a basic constituent of polyurethane. Polyol
catalyst, when blended with water and mixed with isocyanate, initiates the
chemical reaction which causes the formation of polyurethane, Water is a
blowing agent which causes a foaming reaction, Heald, Tr, 131,

50. During this period, Mr. Heald and chemical companies developed

by trial and ercor specifications of the ball he sought to produce, including

hardness and rebound. Heald, Tr. 134, 141,
61. Lannom supplied softball molds to Flexible so that they could
conduct experiments aimed at developing a polyurethane core. Heald, Tr. 135.
62. Flexible was not involved in fabricating polyurethane ball cores
prior to being.contacted by Mz, Heald in 1970, Heald, Tr. 13§,
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63, Mr. Heald informed Flexible that he was seeking to develop a
core that when é:opped~£:on a 20 foot height would rebound 20-30 percent of
the distance from which it was dropped. Heald, Tr. 136.

64. Complainant received sample cores E:oﬁ Reynolds in 1972. These .
samples were deemed unacceptable because their compression gtrength and
durability were deficient. Heald, Tr. 165; SX 15.

65. Each of the companies that was enéaged in the development of a
polyucethane softball core on Lannom's behalf, as well as Lannom, experienced
problems in developing a cofe exhibiting adequate durability. Plexible
ultimacely.solvqa ths,dugability p:oble#. Heald, Tr. 144, (Mz. Heald does

not recall how the dpfability problem was solved.) Heald, Tr. 145. -

66. The ratio of ingredients and the quality of the mixing of
ingredients are importanf to achieving good durability in a polyurethane
core. Heald, Tr. 146,

67. Commercial production of polyurethane softballs began in 1974.
At that time the equipment used to fabricate polyurethane cores included
metering systems to dispense the two plastic components (isocyanate and polyel
catalyst) in the proper amounts, a simple milk shake type mixer to mix the two
components thoroughly together, and a mold. Heald, Tr. 157.

68. After Lannom developed an acceptable prototype of the
polyurethane softball core, Lannom and Plexible entered into a written
agreement under which terms lLannom agreed to puzchase the materials needed to
ptodu;e polyurethane cores for softballs exclusively from Flexible. Flexible
in turn agreed to continue development efforts on behalf of Lannom. The

agreement provided in celevant pact:
|| ‘
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All cheﬁical, processing and prototype development costs
shall be borne by Flexible, Design, mold, machine and

finished product testing costs shall be the responsibility
of Lannom. Flexible will supply a reasonable quantity of
samples to Lannom without charge for screening and
preliminary testing. Additional quantities for limited
production evaluation and field testing shall be purchased
by Lannom at the usual price schedules.

Flexible personnel (technical and service) shall be
available to consult with Lannom <8 tequired at a

teasonable frequency. Lannom personnel shall have access
to Plexible facilities as required.

(This agreement is no longer in existence, not is any othetr agreement between

the parties.) SX 70; Heald, Tr. 169-70.

- ..

D. Prosecution History of the '29%5 Patent

69. Application Serial No. 487,203, the parent application of the

patent in suit, was filed July 10, 1974, Mr. Heald participated in the

prosecution of this application by supplying his attorney with a description

of his invention including the mechanical properties of polyurethane core

softball molding techniques and manufacturing operations. Heald, Tr. 688,

689~90.

70.

Mr, Heald testified that thorough mixing for at least 10-20

seconds was integral to achieving good quality cores. One result of poot

mixing is incorrect polymerization, Heald, Tr. 700, 702,

7.

The specification of Application Serial No. 487,203, which is

identical to the specification of the '295 patent, describes mixing of the

isocyanate and polyol catalyst in the softball core mold and does not mention

use of an electric mixing appliance. CX 2.
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72. As of July 10, 1974, complainant was producing softball cores in

accordance with example 1 and example 3 or 4 described in Application Serial
No. 487,203, These cores were 5-10 times more durable than the cores of

conventional softballs. Heald, Tr. 718-19.

73. As of July 10, 1974, no published or official specifications

existed concerning the hardness or rebound charscoeristics of softballs.

Heald, Tr. 710.

74, As of July 1974, the term "conventional® softball referted to a

composite softball containing a core of cork or kapok and a cover consisting
of chrome white tanping leather which complied with the specifications set

forth in the official softball rules published by sanctiofiing organizationg,

such as the Amateur Softball Association and the United.siqtgg Softball -t

Association. Reald, Tr. $9.

75. The official rules of the ASA for 1974 provide with respect to

the official softball as follows:

Section 2. The official softball shall be a cregular,
smooth-seamed, cnncealed stitch or flat surfaced ball, not
less than 11 inches nor more than 12-1/2 inches in .
citcumference, and shall weigh not less than 6-1/4 ounces
not mote than 7 ounces. The center of the ball may be made
of either Jl quality long fibre kapok or a mixture of cork
and rubber, or other materials approved by the Joint Rules
Committee on Softball, hand or machine wound with a fine
quality twisted yatn and covered with latex or rubber
cement, The cover of the ball shall be the finest quaiity
#1 chrome tanned horse or cow hide cemented to the ball by
application of cement to the under side of the ccvc: and
sewed with waxed thread of cotton or linen.

SPX 31, at 48.
76. The official Rules of the ASA for 1982 provide with respect to

official sottbglls as follows:
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Sec. 2, The OFFICIAL SOFTBALL shall be a regular, smooth
seamed, concealed stitched or flat surfaced ball, The
center of the ball may be made of either No. 1 quality,
long fibre kapok or mixture of cork and rubber, hand or
machine wound, with a fine quality twisted yarn, and
covered with latex or rubber cement; or it may be made of
other materials approved by the Amateur Softball
Association of America. The cover of the ball shall be the
finest guality, No, 1 chrome tanned horsehide cowhide
cemented to the ball by application of cement to the
underside of the cover, and sewed. ]g}h waxed thread of

cotton or linen. The cover of the ball may also be made of
synthetic material,

NOTE: The RF-80 (Restricted Flight) ball must be used in
A.S.A. men's slow pitch tournaments. This ball must meet
all of the specifications noted above and must pass the
Amateur SO£tball Associatxon of America ball test procedure.

THE OFFICIAL SIZE AND WEIGHT OF THE SOFTBALL FOLLOWS:

-
v

'SOFTBALL ' SIZE = WEIGHT =
Minimum : Maximum : Minimum : Maximum

12" . 117/8 : 121/8 6§ 1/4 : 7 oz.

(30.16 cm): (30.80 em) : (177.19 gm): (198.34 gm)
16° 15 374 : 16 1/4 : 902, : 10 o2,

(38.74 cm : (41.28 em) : (2SS.15 gm): (283.50 gm)

SX 93,

77. The specifications provided by the ASA are’ the ones most widely

followed., Heald, Tr. $59.

78. During the time Lannom was developing its polyurethane core

softball, Mr. Heald is unaware of any other softball companies that were
undertaking similar or related development, Heald, Tr. 161, 162,

79. In the first office action during prosecution of the '203
application (the office action marked September 27, 1984), the examiner

required applicant to elect between seeking product claims or method claims.

SX 91. In response to the examiners restriction requirement, applicant

elected to pursue the product claims, The method claims (claims 8-11) were

withdzawn., SX 91, Response to Restriction Requirement (Sept. 9, 1974).
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80. In the second office action dated December 10, 1974, the
cemaining claims (claims 1-7, 12, and 13) were rejected under 35 U.S5.C. §
112. The claims were also rejected under 35 U.S.C. § 102 as anticipated by
U.S. Letters Patent No, 3,518,786 (Holtvoigt) and for obviousness under 35
U.S.C. § 103 on the grounds that claims were unpatentable over Holtvoigt in
view of U.S. Letters P#tent No. 3,069,170 (Dillen;: SX 91,

81. The claims of the Holtvoigt patent‘a:e directed to polyurethane

children's building blocks. The specification, hove&ez. discloses a sphere

made from polyurethane., The Dillon patent was directed to a ball formed of a

synthetic substance, . SX 91.

82. aespg{nai'ng to the office action of December 10, 1974, applicant
amended claims 1 and 12 to specifically recite a leather stitched cover as the
means for enclosing a polyurethane core, theteSy forming a composite ball. In
answering the examiners rejection under 35 U.S.C. § 112, applicant argued that
the scope of the claims in question could be easily ascertained by a person of
skill in the art because the scope of the claims in question was limited by
use of the term "conventional softball.” That term, applicant asserted, had a
clear and unambiguous meaning to a person of skill in the art. SX 91.

83. Applicant responded to the anticipation and obviousness
rejections by arguing that neither the Holtvoigt patent separately nor the
Holtvoigt and Dillon patents together taught construction of a ball exhibiting
the characteristics of a conventional softball or baseball formed by

polyurethane and a cover. SX 91.
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84, In the final office action dated July 23, 1975, the examiner
rejected claims 1, 3, 4, 6, 7, and 12 under 35 U.5.C. § 112 on the ground that
the patent failed to permit persons of skill in the art to definitely

determine what features a ball must possess to be "a conventional softball or

baseball." SX 91,

85, The examihet rejected claim 6 as ambicipated by the Holtvoigt
patent and as unpatentable under 35 U.S.C. § 103 over U.S, Letters Patent No.
3.081.531 (Fechner) and the Dillon patent. He also rejected claim 1, 3, 4, 6,
7 as unpatgntable under § 103 over the Fechner patent and rejected claims 1
and 12 as unpatgntaqu uqde: § 103 over.the Boltvo;gt patent, th Fechner

patent disclosed a spft polyurethane game ball containing-a handle in the ~

center, SX 91. °

86. Respondiﬁg to the final office action, applicant amended claims
1l and 12 to specifically recite that the core of the ball is to be formed of
"polyurethane” foam of such density and resilience as to give said ball
essentially the same rebound and weight as a conventional baseball or
softball, sXx 91,

87. 1In attempting to overcome thé 3S.u.s.c. § 112 rejection,
applicant submitted an affidavit stating that those of skill in the art
clearly understood the term "conventional®™ baseball to mean a ball having the
physical characte:lstigs specified in the official rules, and that the persons
understood the term "conventional softball” to refer to a ball which had the
physical characteristic provided in Rule 3, Sec. 2 of the ottiéial Softball
Rules of the International Joint Rules Committee On Softballs. SX 91; CX 2;

Affidavit of Jesse H. Heald, Jr., September 9, 197S.
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88. During prosecution of the '295 patent, the president of the
United States Softball Association submitted an affidavit in which he stated
_ that complainant's polyurethane core softballs were “"essentially
indistinguishable from previously used conventional softballs in that they
have essentially the same dimensions, weight, hardness, sound and feel as
conventional softballs of the type previously empféyed in league play.*
Reference to whether they have the same rebound characteristics was
specifically omitted. SX 62.

89. Applicant addressed the 35 U,.S.C. § 102 and'§ 103 rejection by
arguing that none og:;hegzeferences cié;d by the examiner, either alone or in
combination, taugh;.e;-suggested that polyurethane could be used to form a;
ball having the characteristics of a conventional baseball or softball. The :
tejections were not withdrawn and the application was abandoned. SX 9l.

90. Serial No. 659,705, the application from which the '295 patent

issued, was filed on June 9, 1976, The examiner allowed all of the clainms

{claims 1-15) of the application without rejections after applicant's attorney
in a telephone interview with the examiner agreed to amendments intended to
eliminate a perceived indefiniteness involved with the phrases “"conventional
baseball” and "conventional softball.” SX 111, Office Action, May 1%, 1976.
91, After electing in Application Ser. No, 487,203 to proceed with
the product claims, applicant filed application Ser. No. 624,979, a
continuation-in-part of the '203 application., The specification of this
application was similar to that of the '295 application, but defined the terms
regulation baseball and conventional softball by specifically referring to the
official baseball and official softball rules. Moreover, the specification

specifically discloses a specific test for ascertaining rebound percentage.
cx 2.
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92. The '20) application was ultimately rejected, in part, under 3$

U.8.C. § 112 for failure "to set forth an enabling embodiment and the best
mode for cazrying‘out applicants alleged improved process.” Moreover, the
‘specitication was found deficient because it was not clear on the nature and
technique of molding applicants foamable urethane resin reaction mixture.
SX 112, September 6, 1977. - _—

93. Applicant also filed Application Serial No. 618,432, No.
896,371, and No. 896,366 directed to its polyurethane core ball and method for
fabrication of such balls, Each application was rejected in part under 35
U.5.C. § 112 based °2 ingufficient disclosure to enable oné skilled in the art
to make and use the.ai;eged invention. According to the Patent and Trademark
Office, the specifications of each of the above applications taile# to set -
forth an enabling embodiment or the best mode of carrying out ;ppllcant's

alleged improved process. SX 92.

E. Scope of the Prior Art

94, Game balls, including softballs, baseballs, practice balls, as
well as molding of plastic materials, comprise the pertinent art for the

purpose of evaluating nonobviousness of the claims 3, 4, and § of the '295

patent.

F. Content of the Prior Art

95. The following game balls or polyurethane articles are prior arct

with respect to the '295 patent:

(1) Canadian Patent No. 632,226 issued to Robert C. Kohrn on

December S, 1961. SX 5.

113



(2) U.S. Letters Patent No.

Je., on December 18, 1962. SX 7.

(3) U.S. Letters Patent No.

on March 7, 1972, SX 8.

(4) U.S. Letters Patent No.

Pietraszek, et al., on July 10, 1956,

(S5) U.S. Letters Patent No.

on November 24, 1938, SX 10.

(6) U.S. Letters Patent No.
May 25, 1955.. sx 11.

(7 5;51 Letters Patent No.
on July 7, 1970. 8X la.

{8) U.S. Letters Patent No.

3,099,170 issued to J.A. Dillen,

3,647,229 issued

2,753,599 issued to T.A.

=9,
2,138,004 issued
3,185,476 issued

3,518,786 issued

3,644,168 issued to Bonk, et al.,

on February 22, 1972 (structural polyurethane in various shapes).

SX 113,

(9) U.S. Letters Patent No.

1937. sx 9.

(10) U.S. Letters Patent No.

February 28, 1976.

(11) U.S. Letters Pagent No.
Hay 1, 1956. SX 6.

96.

2,081,532 issued to Fegan in May
3,940,145 issued to Gentiluemo on

2,743,931 issued to Pooley on

to Danforth Holley

to G.D. Grau, Jr.,
to W.A. Pechner on

to J.H. Holtvaigt

Of the pertinent prior art, the Kohrn, Holley, Pooley, and
Pletraszek patents were not cited by the examiner duting prosecution of the

'295 patent. CX 2: SX 111.
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G. Differences Between the Invention Disclosed
in Claims 3, 4, and 5 of the '295 Patent

97. Cla;ms 3, 4, and S of the '29S patent disclose a comﬁosite
softball comprised of a solid polyurethane core and stitched leather cover
that duplicates the characteristics found in conventional softballs as defined
by the official rules of the International Joint Rules Committee On

-

Softballs. CX 2: Affidavit of Jesse Heald; SX 9

98. The Kohrn patent discloses a baseball and softball with a core
comprised of polyurethane and filler material such as cotton flock or
micro-ballons encased in a uniform non-stitched vinyl coating. SX 5.

99. The dlfion'and Pletcaszek patents disclose a molded plastic

practice golf ball ahd'practice baseball. SX 7; SX 9. T

100. The Holley patent discloses a painted golf ball made of solid
polyucrethane, SX 89.

101. The Grau patent discloses a conventional cork and kapok
softball with leather cover. SX 10.

102. The Fechner patent discloses a spherical ball with an internal

resilient hand grip. It is a soft spongy ball that resembles a conventional

core softball with a stitched leather cover. SX ll.

103, The‘ﬂoltvolgt patent is directed to a child's safety play bloek
with a soft resilient foam core and plastic cover. The Holtvoigt patent also

discloses a plastic foam sphere with a vinyl cover; sX 12.

104. The Bonk patent discloses a rigid structured polymeric material

in a Qaziety of shapes. SX l3.

10S. The Fegan patent discloses a conventional softball. S§X 9.
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K. ULevel of Skill in the Art

106. The person of ordinary skill in the pertinent art as of July
.10, 1974, was a person employed in the ball manufactut;nq industry wvho
possessed a college degree and who had experience in the manqtacture and
production of balls. Muhlfelder Dep., SPX 33, Tr. 24; Hardy, Tr. 260, The
person of ordinary skill would have been aware tnat plastics teéhnoloqy could
be applied in the fabrication of game balls, @uﬁ would not necessarily possess

any specialized training in or knowledge of plastics technology.

I. Secondary Cdnsideratfons

107. Since:its introduction, complainant's pate&ted ball has enjoyed

considerable commercial success. COmﬁlainant was able to sell 20,000 dozen
polyurethane core softballs in the first year followin§ the product's
introduction. Heald, Tr, 7}1. Sales of the patented polyu:ethine core
softball presently account for about 40‘petcent of all softballs sold in the
United States. Heald, Tr. 32.

108, There is no evidence that complainant's invention was proceeded
by a long felt need in the softball industry as a substitute to:’écnveﬁtional
cork or kapok softballs.

109. 1In 1977 the Spaulding division of Questor Corp. was granted a
non-exclusive license under the 'Z95 patent in exchange for a $10,000 lump sum
payment. Heald, Tr. 182, 192; SX 4S.

110. During negotiations with Spaulding, complainant had sought a

periodic royalty of $0.50~$1.00 per dozen balls, Heald, Tcr. 199.
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l1l. During licensing negotiations, Spaulding through its attocneys,

- chatacterized the '295 patent as "admittedly weak." SX 67; SXx 68. Spaulding
| questioned the sufficiency of the patent's disclosure. Heald, Tr. 218.

112. Rawlings, a manufacturer of sporting equipment, declined an
offer from complainant for an express license under the '295 patent, but
agreed to purchase its requirements for polyuretfohe coces from complainant,
thereby acquiring an implied license to manufacture polyucrethane core
softballs with leather covers., Heald, Tr. 225.

113. wilson Sporting Goods purchases its requicements for
polyurethane so&tbal{ coges from complalnant thereby acquiring an implied
license to manufacture polyurethane core softballs with lsather covers. S&
83(C); FF 180-83, -

114. The following companies have in the past purchased polyurethane

softball cores from complainant: McGregor, Steele, Regent, Seamco, Heald,

Te. 211.
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V. Infringement

115, Thomas E. Tuten is the laboratory manager of the u:eghane
division of FlexiSle Products, Marietta, Georgia. Mr, Tuten is responsible
for quality control and testing and evaluation of £iﬁal products, including
rigid and tlexiblé polyurethane foam systems. Mr., Tuten has been employed by
Flexible Products for the last three yeats, CX'Si at 3.

116. 1In 1976, Mr. Tuten creceived a bacheloi of science degree in
chemistcy from the Georgia Institute of réchnoloqy. CX 34, at 3.

117. Mr. Tuten was asked by complainant to determine the composition
of CPX 1, CPX 4,‘CPg:§. cex 6, CPX 7, déx 8, CPX 9, CPX 10. CX 34. Mr. Tuten

tested these items by conducting powder scans through infrared -

g

spectrophotometry, Shore durometer readings, and visual inspection. CX 34, .

aé S, 9.

118. CPX 4-6 are softball cores manufactured by Success Chemicals.
Mr. Tuten determined that they were formed of solid polyurethane foam. CX 34,
at 7, 8, 13.

119. CPX 7 and 8 ate softball cores manufactured by Mansuil
Chemplas. Mr. Tuten determined that they were made of solid polyurethane
foam, CX 34, at 15, 17,

120. CPX 1 is a softball core with a leather cover. CX 34, at 17,
Mr. Tuten determined that the core was made of solid pelyurethane foan.

CX 34, at 18.

121. CPX 1 is a Regent polyurethane core softball. 1Its core was

manufactured by complainant and was sold to Regent by complainant,
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122. CPX 9 is a softball core and cover obtained from Tayang
sporting Goods. Mr. Tuten determined that the cover was made of leather and
that the core was formed of solid polyurethane foam. CX 34, at 18.

123, CPX 10 is a softball core and cover. The cover carries the
logo "Baden.” Mr. Tuten determined the cover was made of leather and that the

core was formed of solid polyurethane foam. CX .-, at 19, 20.
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VI. Domestic Industry and Efficient and Economic Operation

124. Lannom has approximately 237 employees located at its
Tullahoma, Tennessee, facility wh; are primarily engaged in the production of
polyurethane cores, the making of leather softball covers, the application of
leather covers to polyurethane cores, the packaging of softballs, and
administrative and management duties surrounding production and sale of
softballs. Heald Aff't, CX 1(C), at 2; Dale Aff't, CX 10, at 2-3; Heald,

Tr. 15-16, 90; Dale, Tr. 575.

125. Forty-seven percent of Lannom's total employees are engaged
primarily in the production of softballs. Heald Aff't, CX 1(C), at 2; Dale
Aff't, CX 10, at 3.

126, percent of the softballs produced by Lannom's
employees in 1983 were polyurethane core softballs. Heald Aff't, CX 1(C), at
2; Dale Aff't, CX 10, at 3; CX 71(C).

127. Approximately percent of complainant's sales of softballs in
the current year have been of polyurethane core softballs. Dale, Tr. 580-83.
Approximately percent of the softballs sold by Lannom in the current year
have been surlyn plastic core balls (Id., at 58l):; less than percent of
softballs sold by Lannom in the current year have been "mush™ balls;
approximately percent of the softballs sold by Lannom in the current year
have been polyurethane core balls with non-leather covers; approximately
percent of the softballs sold in the current year have been pitching machine
balls. 1d., at 582,

128. The machinery and equipment employed by Lannom in the
fabrication, packaging, and marketing of polyurethane core softballs are

valued at approximately . Dale, Tr, 635-37; CX 12(C);: SX 80(C).
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129. The buildings and warehouse psed by Lannonm iﬁ Tullahoma,
Tennessee, for the production and storage of polyurethane core softballs were
constructed at a cost of approximately - . Heald Aff't, CX 1(C), at 2;
Dale Aff't, CX 10, at 3; see Dale Tr. 635-37; CX 12(C); SX 80(C); see also SX
26(a)=(b). |

130. Lannom employs 20 individuals to sell the polyurethane core
softball in various locations throughout the United States., Heald Aff't,

CX 1(C), at 2; pale Aff't, CX 10, at 3; Heald, Tr. 18, 24-25.

131. Lannom's tannery, lécated in Tullahoma, Tennessee, employs 100
individuals and produces all the leather covers used on Lannom's polyurethane
core softballs sold undér the WORTH trademark., Dale Aff't, CX 10, at 3;
Heald, Tr. 15; Dale, Tr. 570.

132, Lannom employs approximatély 47 Tullahoma, Tennessee, residents

to sew covers on to polyurethane softball cores. SX 55(C); see also Dale, Tr.

551-52., Sewers are paid on a piece rate of per dozen balls, SX 44(C);
see Dale, Tr. 548. The offshore cost of sewing is per dozen. FP 159,

The domestic sewers are maintained to permit Lannom to have a manual sewing
capacity in Tennessee and out of loyalty to the local families that have for
many years engaged in this activity. Dale, Tr. 551-52. 1In 1983, these
domestic sewers assembled 9,364 polyurethane core leather softballs. SX 54(C).
133. The polyurethane core softball produced by Lannom is more
economical to fabricate then the prior known conventional softballs. The
polyurethane core softball prdvides uniform quality control and lasts lunger

than prior known conventional softballs. Heald Aff't, CX 1{(C), at 4.
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134. The machines and facilities used by Lannom in the manufacture
of polyurethane core softball products are “state of the art.® Some of the
machinery used to manufacture these articles was developed‘by-bfnnom; Heald
Aff't, CX 1(C), at S5; Dale Aff't, CX 10, at 3; Heald, Tr. 32; CXx 1l1l(C).

135. Lannom's "state of the art" approach to the molding of
polyurethane softball cores is a result of ongoing research and development
conducted by Lannom to improve the gquality and consistency of this product.
Dale Aff't, CX 10, at 3,

136. Lannom has conducted extensive research and development as to
the technology of polyurethane softball cores, including: (1) expanding the
liveliness levels of polyurethane core softballs to satisfy the new demands of
various types of softball games; (2) developing a polyureﬁhane core softball
which will reduce injury levels in youth leagues (e.g., current research
involves ®dynamic cushions,” which will have a minimal affect on the way the
game is played while reducing the softball's effect when it inpacts on a
person's body, and "double molding," whigh employs a hard polyutethane core
surrounded by a softer polyurethane shell to prévide a cushion); and (3)
developing a l6-inch "clincher" polyurethane cé:elgoftball to meet demand in
the Chicago area, Dale Aff't, CX 10, at 5-6.

137. all the.components used in the manufacture, production, and
assembly of Lannom's polyu;gthane core softballs originate from sources in‘the

United States:

(a) polymers and isocyanates:
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(b) catalysts:

{c) vinyl:

(d) thread:

(e) adhesives:

(£) staples:

(g) wax and methylene chloride:
(h) polyols and surfactants:

(i) pigments:

{(3j) hides:

(k) chrome:

(1) soda acid and soda ash:
(m) salt:

(n) lime:

CX 10; see Dale, Tr. 555-60.
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138. The injection mold machines.used by Lannom for the fabrication
of polyurethane softball cores was manufactured by North American Utethane, a

division of Edge Industries, Grand Rapids, Michigan., CX 10; see Dale, Tr.

$75: CX 12.

139. Charles Dale, general manager of the Worth Ball Division of

Lannom Manufacturing Company, has overall super»iwory responsibility for
complainant's Tullahoma ball manufactu:ing operations and foreign affiliates
that are involved in the asseqbly of polyurethane core softballs. BHe is also
the employee most familiar with complainant's production, sale, and profits
respecting polyurethane core softballs.” Dale, Tr. 553, 579-80,

: v

'140. The following steps in the production of pplyurethane core -

softballs are performed at Lannom's Tullahoma facilities: o

LN

{a) cutting of leather into figure eight patterns with stitch
holes stamped into the leather (Dale, Tr. 570-72);

(b} molding of polyurethane cores (Heald, Tr. 15; ggg X 24(C)):

(¢) stamping and packaging of finished balls (see Dale, Tr. $53);

{d) warehousing and shipping of polyurethane cores {(Heald,
Te. 15; see Dale, Tr. 553).

See also SX 28(C).

141, Complainant uses the following equipment in the production of

polyurethane core softballs: large chemical storage tanks; pour machines;

molds; and mold carousels. Dale, Tr. 560-63.

142, The raw materials for production of polyurethane cores ace

stored in large 20,000-40,000 gallon tanks. Dale, Tr. 561, Each of these

large tanks is heated and contains an agitator to insure that the chemicals
t

being stored remain homogenous. Id., at 563. Before production begins, these
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materials ace t:$nstet:ed into sﬁall tanks. 1I1d., at S61. From there the
‘materials arte pﬁmped into the mixing chamber of the pour machine, where there
is an auger typé mixer which mixes‘the th ingrédients at high speed., Heald,
Tr. 24; Dale, Tr. 591;: see SX 24(C). .

143, A timing mechanism meters the amount of isocyanate and polyol
which enter the mixing chamber, oﬁsu:lng the prep‘t tatio of antedignes for
the formulation of a polyurethane core. Dale, Tr. 561; see SX 24(C).

144. Following thortough agitation, the isocyanate polyol mixture is
dispensed thcough a pour head into the }ove: half of a two-piece spherical
metal mold. Dale, Ts. S61. The top of the mold is placed on the lower half,

and the mold i{s ipﬁﬁ ;c coat the interior part of the mol§. 1d4., at 561, :Thc
mold is ciahped shut and placed on a compartment of a four-tiered motorized, -
totating carousel. 1Id., at 561; Heald, Tr. 86-87. The carousel was developed
by complainant for use in the molding of polyurethane cores. Dale, Tr. 562.
The core is cured as the moid totates in the éq:ousel for a period of eight
minutes., 1Id., at 563: see SX 24(C).

14S, Graders pull each polyurethane core out of the rack to visually
inspect them, Théy also bounce a few cores on the floor to insure that they
have a "good crack." 1If the twisting process is not properly completed so
that there is a fault on the outside of the core or if there is serious air
entrapment in the cé:- or if there is any foreign substance in the core, the
grader will discard the core. The graders also weigh sample cores and check
to see if the ratios b;tﬁeen the isocyanate and the polyol reflect specific

characteristics. Dale, Tr. 567-68; see SX 24(C).
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146. There are currently six pour machines ogg:ating at
complainant's Tullahoma, Tennessee, faciltty. Pour poutr machines are devoted
to full time ptoducgion of 12-inch polyurethane softball cores. Dale, Tr.
$91. One pour machine is devoted to full time production of 16-inch and
l4-inch pélyutethane so§tba11 cortes. 1d., at 591. A sixth pour machine is
used to manufacture ptofil@ molded balls, i.e., pitching machine baseballs and

softballs. 1d., at 593, 631.

147, Complainant's pour machines were putchased on the following

dates and at the following prices:

MSchipe:No: Date of Purchase ‘ cost
1 Feb. 28, 1975  $14,287.60 -
2 Aug. 31, 197% $18,404.75 )
3 Aug. 31, 1977 $13,800.00
4 Aug. 31, 1977 $28,851.12
5 June 30, 1978 $22,078,54
6§ May 31, 1981 $14,350.00

SX 59; Dale, Tr. 631. Some of these naehtnes'verc pucrchased new, while others.
were previously owned and used for other aﬁpllcaelons vhen bought by |
complainant. 1Id., at 634.

148. The pour machine used to manufactucre 16~inch and ld4-inch cores
could be converted to manufacture l2-inch softball cores within one day.

Dale, Tr. 591-92,

149, The pour machine used to manufacture profile molded balls could
be converted to the production of l2-inch polyurethane cores if new pPumps wete
added and a new, carousel were obtained., New pmés could be odbtained in two
weeks, while a new carousel could be obtained in four to six weeks. Dale, Tr.

593.
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150. Additional carousels would be needed to mass produce cores with
these machines and could be built in four to six weeks. Dale, Tr. $91-94.

The cost of purchasing a new mold carousel would be approximately $30,000,

_d_.-l at 592-93, 638.

151. Each converted machine could produce an additional 120,000

dozen cores a yeag usingVa single shift of workers, Dale, Tr. 594.
152. Lannom has the ability to add a new pour machine to its

existing facility and have the machine rolling in eight to ten weeks. Dale,
Tr. 594-55.

’

153. The estimated cost of obtaining a new pour machine is

$20,000-$50,000. Dale, Tr. 633. - -
“o
154, Complainant possesses the present capacity to fully satisfy or
exceed the domestic ma:kec demand for polyurethane core softballs. Heald, Tr.

32; FF 146~53, 176-78.

155. Complainant maintains the following facilities outside the

United States at which polyurethane core softballs with ‘leather covers are

assembled:
(a) Worth Haiti, Port Au‘P:inée, ﬁaiti:
(d) ?otth Honduras, S.A., Port Cortis, .Honducras:
(¢) Lannom Jamaica, Lucia, Jamaica.

SX 5%(C).

156. Complainant ships the raw materials needed for construction of
polyurethane core softballs, such as cores, covers and threads, to its
offshore facilities, where the balls are assembled. Dale, Tr. 569: CX 10(C).

157, Complainant employs 60 persons at Lannom Jamaica, 350 persons

' ‘

at Worth Haiti, and 400 persons at Worth Honduras. Heald, Tr. 16-17; SX 60;

Response to Interrogatories 6, 1S.
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158. The total stated or accounting cost to Worth Haiti to purchase

from Worth Tullahoma a dozen PX~l1 style polyurethane cores, together with the

materials needed to stitch leather covers to the cores in 1984 was H
21(C).

159. The cost of labor to Worth Haiti to stitch a dozen PX-1l style
polyurethane cores to leather covers in order to produce a completed softball
in 1984 was ; 1983, ; 1982, ; 1981, ; and 1980, .
CX 20(C); CX 21(C).

160. The total labor and material cost to Worth Haigl to produce a
dozen completed PX-1 style polyurethane éore softballs in 1984 was ;
1983, .3 1982, s 1981, : and 1980, . PP 158-59; Cx
20(C); CX 21(C); see Dale, Tr. 623-24.

161. The total cost td Worth Tullahoma to purchase from Worth Haiti
a dozen completed PX-1 style polyurethane core softballs in 1984 was !
1983, ; 1982, ; 1981, ; and 1980, . CX 20(C):

CX 21(C); see Dale, Tr. 628.

162. The total profit including overhead accrued by Worth Haiti in
its sale of a dozen completed PX-1l style polyurethane core softballs to Worth

Tullahoma in 1984 was ;s 1983, : 1982, ; 1981, ; and 1980,

. FF 160-61; CX 20(C); Cx 21(C); see Dale, Tr. 624-2S.

163. The final cost to Worth Tullahoma in its production of a dozen

PX-1 style polyurethane core softballs in 1984 was ; 1983, : 1982,
: 1981, ; 1980, « CX 21(C); see Dale, Tr., 597,
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164. The?discrepancy between the changé in the final cost for the
production of a dozen PX-1 style polyurethane core softballs is explained by

two factors:

. Dale, Tr. 625-27; see CX 21(C).

165. In 1983, the polyurethane core softball constituted 38.4
percent of the total softball market in the United States. Heald Aff't, CX
1(C), at 53 see Heald, Tr. 32; Hardy, Tr. 410.

166. Lannoﬁ products account for percent of the total United
States market for all softball products in 1983. Dale Aff't, CX 10, at 5;
Heald, Tr. 77; Dale, Tr. 666-68; CX 71(C).

167. Lannom‘s.softbalis constitute percent of its 1983 total
sales. Heald AfE't, CX 1(C), at 3; Dale AfE't, CX 10, at 5; CX 71(C).

168. A chart indicating sales of softballs by Worth Sports from 1978
through 1983 Shows Worth Sports' total softball unit sales, the sﬁare
represented by péi}utethane core softballs, and Worth Sports' share of the

total softball market:

Total Softball Total Poly-X Poly~-X Units as Total Softball
. Year Unit Sales (doz) Units (doz) Percent of Total Market Share

1978
1979
1980
198l
1982
1983

CX 71(C); SX 27(C).
169. A chart indicating sales of softballs by Worth Sports from 1978

through 1983 shows Worth Sports' total softbali sales, Worth Sports
polyurethane core softball sales, and Worth Sports softballs sales as a

percentage of its total sales.
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Poly-X Units As § Total Softball Total § Softball Sales As
Year of Total Softballs $ Sales ~ Worth Sales % Total Sales

1978

1979

1980

1981

1982

1983
CX 71(C); SX 27(C).

170. The advertising and promotional expenses of Worth Sports from
1978 through 1983 demonstrates that Worth Sports has spent in the range of
(1979) to © (1982), or a total of for a

six-year period, on promotional products, shows, advertising, and catalogs in

an effort to sell the Poly-X softball, CX 15(C); SX 85(C).

171. Lannom's current annual gross profits for the sale of

polyurethane core softball; exceeds ‘ - Heald Aff't, CX 1(C), at 3.
Specifically, for 1981, gross profit on softballs equaled ¢ OF
percent of total company gross profit of : : for 19&2, ¢ OF
percent of total company gross érofi; of : and for 1983,
. OF percent of total company gtoss_ptofit of .« CX

3(C); see Heald Aff't, CX 1(C), at 3. (Gross profits is defined as the
difference between selling price and cost of sales, which includes direct

labor and materials. Dale, Tr. 617.)

172. Gross profits for Worth Sports' polyurethane core softballs

have because the average selling price per unit has « One
possible explanation for the in Worth Sports' gross profits is that
the

. Dale, Tr. 621-22, 646-47.
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173, Lannom's net profits for the sale of polyurethane softbalils
exceeds . Heald Aff't, CX 1(C), at 3; Dale Aff't, CX 10, at 5; Dale,
Tr. 619-20. (Net ptofi:s is defined as gross profits less expenses, Dale,
Tr. 619.)

174. Lannom has steadily increased its sale of polyurethane core

softballs over the last four years as reflected below:

(a) July 1, 1980 - June 19, 1981: dozen valued at
(b) J;¥y 1, 1981.- June 29, 1982: dozen valued at
fc) Ju;y 1, 1982 - June 17, 1983: dozeq valued at
(d) Ju;y 1, 1983 - April 27, 1984: dozen valued at

Dale Aff't, CX 10, at 3-4; CX 13(C).

175. Lannom's estimated output of polyurethane softball cores for
1984 is approximately dozen. Dale Aff't, CX 10, at.4; Dale, Tr.
583-84.

176, Lannom's maximum capacity for producing polyurethane softball
cores, working one shift five days per week, is approximately dozen
per year. Dale Aff't, CX 10, at 4.

177. Lannom, by adding a second shift to its current facilities,
could expand its rate of polyurethane core production to approximately
dozen per year. Dale Aff't, Cx 10, at 4.

178. Lannom, by adding a third shift to its current facilities while
operating those facilities at their maximum potential, could produce
approximatély ' . dozen polyurethane softball cores per year. Dale Aff't,

Cx 10, at 4.
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179. The‘United States market for all types of softballs of any core
composition is approximately dozen per year. Dale Aff't, Cx 10, at
4,

180. The following companies have purchased from Lannom polyurethane

cores for the purpose of producing finished softballs:

(a) McGregor Athletic Products: 1980, dozen valued at
s 1981, dozen valued at . Dale Aff't, CX 10, at
4.
(b) Wilson Division of PepsiCo, Inc.: July 1, 1981 -
December 31, 1981, dozen valued at : January 1,
1982 - December 31, 1982, dozen valued at ;
January 1, 1983 - December 31, 1983, dozen valued at
: January 1, 1984 - April 30, 1984, dozen valued at
: July l,.1984 - 1985, dozen. Dale, Aff't, CX 10,

at 4; see Heald, Tr. 219-22; Dale, Tr. 653.
(c) Spaulding Sports Company. SX 45(C); FF 199.
(d) Rawlings Sporting Goods Company. See Heald, Tr. 222-25;
Dale, Tr. 656-57; FF ll2.
(e) Regent Sports Company.
(f) Steele Sports. See Heald, Tr. 226-27.
(g) Seamco. See Heald, Tr. 232-33.
(h) AMF, See Dale, Tr. 656.
Coﬁplainant supplied these companies with polyu;ethane cores with an fimplied'

license to manufacture polyurethane core softballs with leather covers.

CX 101 patao 13; SX 1150
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181. "~ Complainant supplies polyurethane cores to Wilson with an
*implied" license to manufacture polyurethane core softballs with leather
covers. CX 10, para. l3. For the years 1981 to present, sales of

polyurethane cores to Wilson have béen as follows:

- : Value
Year 5 ‘ L ‘Quantitx (in Dollars)
July 1981-De9, 31, 1981 d&zen

Jan. 1, 1985-Dec. 31, 1982 » dozen

Jan. 1, 1983-Dec. 31, 1983 dozen

Jan. 1, 1984-April 30, 1984 _ dozen

182._ Since April 30, 1984, complainant has received orders from
Wilson fér ‘ more cores. Dale, Tr. 653.

183. Wilson manpfacturesiand.sells leather cover polycore balls and
vinyl cover polycore ba}ls. ‘Dale, Tr. 654.

184, The cost to Wilson of obtaining polyurethane softball cores

from complainant is about per dozen cores. Dale, Tr. 658, The cost to
Worth Haiti in 1984 for polycores is per dozen. CX 21(C).
185. percent of the polyurethane core softballs produced by

Lannom are sold under private labels. Dale, Tr. 614-15.

186. Polyurethane core softballs are primarily used in slow pitch
softball games. Slow pitch softball comprises 90 percent of the softball
played. Hardy, Tr. 268-69; see id. at 458-59; FF 33-35.

187. The polyurethéne core softballs sold by Worth Sports has been
approved for organized league play by the Amateur Softball Association of
America, the United States Slow-Pitch Softball Association, the NCAA, the
National High School Federation, and Little League, Inc. Heald; Tr. 31; Heald

Aff't, CX 1(C), at 4; pale Aff't, CX 10, at 5; CX 17; CX 18,
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188. The number one ranked company according to sales of softbslls
in the United States is Worth Sports; number two is Dudley; number three is a
toss-up betweeﬁ Wilson, deBeez, and Diamond Sports. rh§ above companies atce
then followed by small companies such as Steele, Westar, Regent, Franklin
Sports, and McGregor, with Steele being the number one company for this small
company sales group. ‘Attez that you aze gettifff™some really bad junk" and
small sales, $0.59 to $1.00 balls at discount stoces. M. Dale just recently
heard.ot a company named Baden selling softballs. Dale, Tr. 670-72; see
Muhlfelder Dep., SPX 33, T?. 10.

189. The nqnbeilonc canked céipany according to sales.of
polyurethane core so&éballs in the United States is ngth:Spo:tn: nusber e;B .
is wilson; tied for nuqbe: three is Diamond Sports and Steele. Mr. Dale
understands Ehat Coast Marketing and Baden both sell polyurethane corte

softballs, but since he is not sure about them he would have to put thems on

the bottom. Dale, Tr. 674-7S5.
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viI. Injury

190, There are no substantial differences between the polyurethane
core softballs with leather covers manufactured and sold by complainant and
the polyurethane core softballs with leather covers imported and sold by
piamond Sports. Heald, Tr; 46; Hardy, Tr. 424.

191. The following customers of complainant have purchased softballs

from Diamond Sports:

. Heald, Tr. 49-51. The record is uncertain, however, as to the
precise type of softball each of these companies purchased from Lannom and the
precise type of softball they subsequently purchased from Diamgnd Sports.
Heald, Tr. 81-82; see Hardy, Tr. 413-14.

_192. Diamond Sports has replaced Worth Sports as the supplier for
polyurethane core softballs in one league, Hardy, Tr. 4l14.
193, Mr. Heald, President, Worth Sports, is not aware of any lost

sales of the polyurethane core softball to any company other than Diamond

Sports. Heald, Tr. 84.
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194. WOrtﬁ Sports has lost some sales because of the gaining
popularity of the surlyn core softballs sold by Dudley. Heald, Tr. 102; see
Muplfeldet Dep., Tr. 1ll. |

195, Worth Sports has lost some sales be;ause of the introduction of
a new plastic composition ball by the deBeer Company. Heald, Tr. 102-03.

196. From December 1983 until October 2, 1984, Diamond Sports
imported ingo the United States approximately dozen polyurethane core
softballs, Hardy Aff't, CX 23(C)..at 19; see Hardy, Tr. 267,

197. Diamond Sports' present inventory of polyurethane cote
softballs is approximately dozen. Hardy, Tr. 267.

198. In its 1984 catalog for baseballs and softballs, Diamond Sports
offered four types of polyurethane core softballs: (1) D100-W POLY-D
{traditional lively flight, white stitch, recommended for fast or slow pitch,
adopted by the ASAa):; (2) D100-B POLY-D (traditional lively flight, blue
stitch, recommended for slow pitch, licensed by USSSA): (3) D1l00-R POLY-D
{traditional lively flight, red stitch, recommended for slow pitch); and
(4) D200-G POLY-D (gold stitch, recommended for slow pitch,;Asa licensed
RF80). All of the above softballs also feature chrome white lacquered
leather. CXx 24.

199, 1In its 1985 catalog for baseballs and softballs, Diamond Sports
offered seven types of polyurethane core softballs featutingrtﬁe *Special
Molded Poly-D Cores.®™ Three of the softballs corresponded directly to
softballs offered in the 1984 catalog: D100-W; D1l00-R; D200-G ASA. The four
other softballs had the following distinguishing characteristiecs:

(1) D100-B~MID (blue stitch, recommended for slow pitch, USSSA licensed with a

coefficient of restitution equal to 0.48); (2) Dl00-B-MAX (same

136



cha:attg:tstici as D100-B-MID except with a coefficient of restitution equal
to 0.5;)4'(3)'9200-6 USSSA (same characteristics as D200-G ASA except it is
licensed bf'USSSA); (4) Dlll-B-MAX (saﬁe characteristics as D100-B-MAX except
that this is an elevén-iﬁch softball), The 1985 catalog listed the
coefficient of restitution for the D100-W softball as 0.52, D100-R as 0.48,
and the D200-G ASA as 0.44, All of the above saftballs also feature chrome
white lacquered leather. CX 26; see Hardy, T:.'262;63.

v

200, Diamond Sports 1984 catalog listed eight "Manufacturers Reps”
from which its products could be purchased and their cespective sales
territories: (1) Keith Kleppe & Associates (Hawaii, California, Nevada,

Azizona) ; Team wesi:(ilaska. Washington, Oregon, Idaho, Montana); (3) GeorJe
Tyler Enterprises (Utah, Wyoming, Colorado); (4) B.O. Mickelson & Associates .
kNozth Dakota, South Dakota, Nebraska, Minnesota, Iowa, Missouri, Wisconsin,
Illineis, Michigan, Indiana, Ohio); (S) Dan Spika & Associates (New Mexico,
Texas, Oklahoma, Ransas, A:kansas. Louisiana, Mississippi); (6) Metts-Rupp.
Ine. (Kentucky, Tennessee, Alabama, Florida, Georgia, South Carolina, North
Carolina, Virginia, West Virginia); (7) Dave Middleton ; Assocliates (Ha:ylahd,
Delaware, "New Jersey, Pennsylvania, New York); and (8) Paul Shaughnessy &
Associates (Connecticut, Rhode Island, Massachusetts, Vermont, New Hampshire,
Maine. CX 24, Diamond Sports' 1985 catalog lists only seven "Manufacturers
Reps.” Team West no longer sells Diamond Sports' products; instead, Keith
Kleppe & Associates represents Diamond Spoéts in Team West's five state sales
terczitory. It also appears from the 1985 catalog that some of the
manufacturer representatives changed their location and one representative,

B.O. Mickelson & Associates, is now known as The Mickelson Group. CX 26,
1
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20l. Diamond Sports Early Order Program listed prices good through
November 30, 1983, for otders of the D100-W Poly-D, D100-B Poly-D, and D200-G
poly-D softballs as follows: (1) 1-99 dozen, per dozen;. (2) 100-299
dozen, per dozen; (3) 300-599 dozen, per dozen; and (4) 600-1499
dozen, per dozen, First time orders placed by a Dealer after
December 1, 1983, had " added to all quantity-based prices. Dealers were
extended a percent discount on their order if payment accompanied the
order. CX 25(C). '

202. Diamond Sports ﬁatly Order Program for 1985 listed prices for
orders accepted from August 1, 1984, to November 30, 1984, for orders of the
D100-W Poly-D, D100-D Poly-D MAX or MID Range, D100-R Poly-b, aﬁd D200-G
Poly-D as follows: (1) 1-99 dozen, ~ per dozen; (2) 200-399 dozen,

per dozen:; (3) 400-599 aozen, . per dozen; and (4) 600-999 dozen,

per dozen. Orders placed after November 30, 1984, had added to
all quantity-based prices. Dealers'wete extended a pcfcent discount on
their order if payment acéompanied the order or a  percent discount if
payment was within 30 days. CX 27(C).

203. Diamond Sports first began importing polyurethane core
softballs from in . Hardy Aff't, CX 23(C), at 8.

204. Diamond Sports obtains all of its completed polyurethane core
softballs from Tusa Corporation located in Taiwan. “

Hardy, Tr. 273-74. Tusa may subcontract out to another company for

stitching purposes, but Diamond Sports only purchases polyurethane core

softballs from Tusa. 1d. at 274.
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205. Diamond Sports decided to import polyurethane core softballs
from because of . That is, the price Mr.
Hardy was quoted for a polyurethane core softball produced in Haiti was
a dozen, F.0.B. Haiti, whereas the price he was quoted for a finished product

produced in Taiwan was a dozen., Hardy Aff't, CX 23(C), at 8-9; see

Hardy, Tr. 282-84, 288-89,
206. Diamond Sports has purchased polyurethane core softballs from
two companies located in Korea, ' . Hardy Aff't, CX 23(C), at 15.
207. Tusa, located iﬁ Kaohsiung, Taiwan, has a facility

approximately squé:e feet in size,

Hardy, Tr. 273, 325.

208. Tusa's maximum capacity for the production of polyurethane core
softballs is approximately _ dozen per month. Hardy, Tr. 325-26,

3s7.

209. Tusa's number one customer is

Hardy, Tr. 32S.

210. Diamond

Sports purchases softballs from Tusa for per dozen, Diamond Sports has
been quoted per dozen by others. Hardy, Tr. 333,

2ll. Diamond Sports does not have

Ha:dy, Tro. 333"340
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212.

Hardy, Tr,
339,
213, Mr. Hardy, President of Diamond Sports, is also
Hardy, Tr. 353.
214. At the present time, Tusa is producing dozen balls
per month of which apptcximagely . dozen are softballs Qith polyurethane
cores. |

Hardy, Tr. 358.

215.

Hardy, Tr.
366-68, 369.

216,

. Hardy, Tr. 368-69.

217,

Hardy, Tr. 356.
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218.

Hardy, Tr. 356-57,
219. There are only two companies in Taiwan that produce
polyurethane cores for bails in Taiwan, Success Cheﬁical and Mansui.
; see Hsu Dep., Tr. 45.

220. Tusa purchases its polyurethane core for its softballs from

Success Chemicals. ; Hardy, Tr. 273-74,

’

221. Success Chemical, located in Hsinchu, Taiwan, has a
square foot facility. Success Chemical produces a polyurethane core within

its facilities and « Success Chemicals has

o : see Hsu
Dep., Tr. 10-11, 34.
222.

Hsu Dep., Tr. 34.

223,
Success Chemical is capable of producing
8,500-10,000 dozen polyurethane cores per month, ' ; see

Hsu Dep., Tr. 1ll-12.,

224.
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Hardy, Tr. 359-60, 369-70; see id., at 389-90.
225.

Hardy, Tr. 360-61, 389-90; SX 3, at 2S.
226. .

Hardy, Tr.

376, 378-79; see also Hsu Dep., Tr. l4.

227. Success Chemicals stated that its product list includes
CS-101W, CS-101B, and CS-202G, which refer to RED DOT, BLUE DOT, and GOLD DOT,
respectively. Success Chemicals used the phrase "Superior to Worth RED
DOT/BLUE DOT/GOLD DOT."™ CX 29, Letter from M.s: Lin, Attorney-at-Law, to Paul

F. Kilmer, Esq. (May 15, 1984); see CX 30,
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228.

Hatdy' Tt‘. 375‘76’ 394"95-

229. N

Hardy, Tr. 382-83.

230.
Hardy,
Tr. 385-86.
231. Diamond Sports has purchased dozen polyurethane cores

from Success Chemical. Hardy, Tr. 437-39, 454.
232. Success Chemical has sold polyurethane cores to
Hardy, Tr. 386-87.

231.

Hardy, Tr. 370-71.
234, 1In a telex dated October 1, 1984, from Taiwan International
Patent and Law Office to Paul F. Kilmer, Esq., Success Chemicals was reported
to have one polyurethane core softball molding machine with an annual
production capacity of 1,440,000 cores (120,000 dozen) and Mansui Chemplas was
reported to have two polyurethane core softball molding machinés with an
annual production capacity of 2,400,000 cores (200,000 dozen). CX 50; see

Rilmer Aff't, at 2,
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235. Mansﬁi Chemplas Co., Ltd., has been established for five to six
years and began producing polyurethane cores for softballs and baseballs since
1983, All of Mansui's polyurethane cores are supplied to local Taiwanese
softball and baseball factories. Hsu Dep., Tr. 26D=-28F, 44-46; CX 29, Letter
from M.S. Lin, Attorney-at-Law, to Paul F. Kilmer, Esq. (May 15, 1984).

236. The durability of a Mansui polyurethane core is approximately
half that of the durability of a polyurethane core produced by Success
Chemicals, and the core's COR is upreliable and low., Hardy, Tr. 400-01,
451-52; sx 3, at 26-28.

217.

Mansui currently has two pour machines.

; see Hsu Dep., Tr. 273' 46,

238.

There are two
possible sources from which these companies can acquire polyurethane cores,
Success Chemicals and Mansui.

239.

1d., at 24,

240. The primary market for polyurethane core softballs is the

United States, Hardy Aff't, CX 23(C), at 15.
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241,

Hardy Aff't, CX 23(C), at 16-18.

242. The wage rate for a stitcher in Taiwan is approximately $1.40
per dozen, ; Hardy, Tr. 282, 341.

243. An experienced stitcher in Taiwan is capable of stitching 40
balls a day. ' ; Hardy, Tr. 341-42.

244. There are no companies in the United States that produce
baseballs and softballs that have been sewn in the United States. Dale, Tr.
S53-54.

245. There are no substantial barriers which would inhibit a company
already in the business of selling softballs from importing polyurethane core
softballs into the United States from Taiwan., Hardy, Tr. 270; see Muhlfelder
Dep., SPX 33, Tr. 48-49,

246. In a letter dated December 29, 1983, Complete Merchants
Corporation, located #t P.O. Box 55-123, Taipei, Taiwan, Republic of China,
informed Midway Sporting Goods Mfg. Co. of Milwaukee, Wisconsin, that it was
the only company in Taiwan who manufactured "the P.U. Softball COtes.and the
complete Balls." Comﬁlete Merchants offered three polyurethane core
softballs, which it labeled as the "Poly-D Core Softball®™: (1) CS-101W with
white stitch, "Recommended use for A.S.A. traditional lively flight softball,”
"Superior to Worth Red Dot," and "Adopting in Diamond D-100W Poly;D
softballs®; (2) CS-101 B with blue stitch, "Recommended use for U.S.S.S.A.
traditional lively flight softball,” "Superior to Worth Blue Dot," and

"Adopting in Diamond D-100B Poly-D softball"; and CS-202 G with gold stitch,

145



*Recommended use for A.S.A. RF-80 restricted flight softbq;l,' "Superior to
Worth Gold Dot,® and "Adopting in Diamond D-200G Poly-D softball.® cx 1d.
See FF 250.

247. The polyurethane core softballs offered for sale by Complete
Merchants were made in Taiwan by Success Chemical Co., Ltd., CX 14,

248. The polyuzetﬁane core softballs were offered for sale by
Complete Merchants at the price of $22.92 per dozen, F.0.B. Taiwan. An extra
charge of $0.60 per dozen was added for a designed individual box. Complete
Merchants also offered "different discount in different order.” CX 1l4.

249, Complete He:chants has offered to

sell as low as per dozen polyurethane core softballs.

250. The statemenis made by the.fresponsible person® representing

Complete Merchants that Complete Merchants had a purchasing agency agreement
with Diamond Sports and had purchased polyurethane core softballs from Sakurai
Athletic Mfg, Co., Ltd., Tayang Sporting Goods Co., Ltd., and Well-Sun Sports
Mfg, Co., Ltd, are not reliable evidence given éhat Complete Merchants has not
yet obtained a corporate license in Tajwan and‘that Mr. aaréy has never spoken
with anyone at Complete Merchants and purchases softballs only from Tusa. See
Hsu Dep., Tr. 14-~16, 34-35; CX 29, Letter from M.S. Lin, Attorney-at-lLaw, to
Paul F. Kilmer, Esq. (May 15, 1984); Hardy, Tr.. 440; PF 203.

251. Cortina,
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252. Cortina

253.

HatdYO Tt. 289-90' 291.
254. employs 12 to 1§ petsoné on its premises, brings in

chrome white tan leather and does its own cutting and gides the cover to the

core, also has a warehouse or packaging/stampingAate;. ﬁardy. Tr. 290,
255. The stitching performed by telies entitely on the cottage
industry.
estimates, according to Mr. Hardy, that it could produce dozen

stitched softballs per month, and believes that by January 1, 1988, it can
stitch dozen per monthf polyurethane core or any‘combination of core
types. Hardy, Tr. 291; ggg id., at 43s.-

256. Mr. Hardy has seen boxes of leather-covered, polyurethane core

softballs destined for ' at the faéility. Hardy, Tr. 294,

297-98, 434-35.

257. 1In a discussion held between Jesse H. Heald, Jr., President,
Worth Sports, and an individual named John Chung, during early'Septembe: 1984,
Mr. Chung represented that he had access to a capacity to provide 240,000
dozen softballs per year. Mr. Chung was involved with a trading company which
had tried to establish export sales to_the Uniiéd States. The coﬁpany name

was Kooney, Inc. Mr, Chung also indicated that he had been affiliated with
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Complete Merchants Corp. in the past and had been involved with Diamond Sports
in their early efforts to establish manufacturing in Taiwan. Heald,

Tr. 43-45; see also CX 1(C), at 6: Hardy, Tr. 440.

258, » located in Taiwan, has a square feet facility
and employs individuals who are not stitchers. production capacity
for the stitching of balls is approximately - dozen per month. Hardy,
Tr. 295-97.

259. In a letter dated March 27, 1984, Morrison Enterprises Corp.,
located at 123 Kung Kuan Road, Taichung, Taiwan 400, Republic of China,
infbrmed Lannom that it h#d been in the sporting goods industry for over ten
years and was able to off?r Lannom a "SOLID PU CORE" softball with a
waterproof leather cover for $26.20 per dozen, F.0.B. Taiwan. CX 8; see
Heald, Tr. 39-40.

260. Sakurai, located in Taiwan,'has recently purchased a

square feet facility. Sakurai production capacity for the

stitching of balls is apptoximately dozen per month,

261, Sakurai Athletic Mfg. Co., Ltd.'s, factory had specialized in
the manufacture of softballs and baseballs for up to three years. Sakurai
Athletic purchased its polyurethane cores from Success Chemicals. Inspection
of Sakurai Athletic's facilities revealed that they were manufﬁctuting
products for Steele and Diamond Sports. Hsu Dep., Tr. 16-19; CX 29, Letter
frém M.S. Lin, Attorney-at-Law, to Paul F. Kilmer, Esq. (May 15, 1984).

262. In an undated pricg quotation, Kaohsiung Tayang Co,, Ltd.,
located at Pactory 9-21, Song Bun>Road, Lann Bun Isuen, Meau Song Shiang,
Kaohsiung Hsien, Taiwan, Republic of China, and Tayang Sporting Goods Co.,

Ltd., located
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at Office 87-2, ch;ng San,‘lvRoad, Kaohsiung, Taiwan, Republic of China, P.O.
Box 562, offetéd the following solid polyurethane core softballs with chrome
tanned leather covers: PliG, Gold stitch, restricted flight, $21.50 F.0.B.
Taiwan; Pl2R, Red stitch, traditional flight, slow pitch, $21.50 F.0.B.
Taiwan; and Plzw,‘Whiﬁe stitch, traditional lively flight, fast and slow
pitch, $21.50 E.O.B. Taiwan. The above ptices are based on a minimum pﬁrchase
of 500 dozen. 1If the minimum purchase is less than 506 dozen, the above
prices are F.O.R. Kaohsiung. CX 9; see Heald, Tr. 42-43,

263. Tayang's factory in Taiwan prepares balls for stitching of the
covers to the cores by cutting and punching holes in the leather, winding
baseballs and yar&, and adﬁering the cover to the core., After the balls
return from the stiiching factories/stations, employees a£ Tayang package the
balls and

| The size of Tayang's facilities are approximately square
feet. | | : | |

264, Tayang séorting Goods Co., Ltd., has been estabiished for ten
years and produced mainly baseballs for export., Tayang had produced
polyurethane core'séftbﬁiis for one t& two.yeats but the orders and quantity
were not large, fayané;s did business with a U.S. company, CEHiD or CBHIG.
that used the mark L.M.G. Tayang's polyurethane cores may have been purch;séd
from Success Chemical. Hsu Dep., Tr. 19, 39;40; CX 29, Letter from M.S. Lin,
Attorney-at-Law, to Paul F. ki1mer. Esq. (May 15, 1984); see CX 31.

265. Well-Sun, lgcated in Taiwan, has a production capacity for the

stitching of balls of dozen per month.
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266. Well-sun Sports Mfg. Co., Ltd., has been established for six to
seven years and théir products, including softballs, are exéorted mainly to
Burope and the United States., .Well-Sun has produced polyurethane core balls,
and one of their big clients, according to Ms. Hsu, is Diamond Sports, but
currently they are only producing BADEN b;anded polyurethane core softballs.
Hsu Dep., Tr. 23A-25C, 40-@‘; CX 29, Letter from M.S. Lin, Attorney-at-lLaw, to
Paul F, Kilmer, Esq. (May 15, 1984). |

267,

.Hardy, Tr. 422-25; see id., at 278, 301.

268. Coast Marketing, located in San Jose, Californig, is a
catalog-type company. ‘. » Coast Marketing
to determine its price on softballs, ’ | was gquoted $32.50 per
dozen for softballs with leathet’cowezs and $22,.50 per dozen for softballs
with PVC covers., Coast Hatketing sells a softball with what is called a
synthetic core,

269. Coast Marketing has been se111n§ a leather covered polyurethane
core softball for a yegf and a haif to two years longer than Diamond Sports.
Hatrdy, Tr. 433.

270. CpPx 1, a disgssémbled Regent Sports' softball,'was inspected by
complainant to determine the softball's composition and physical |
characteristics., After this inspection, complainant conéluded that Regent
Sports' softball had a leather cover with a core formed of polyurethane foam
plastic and demonstrated the same rebound, weight, size, and hardness

characteristics as a conventional softball. Heald, Tr. 33-37.

150



271. CPX 2, the package which contained the Regent Sports’' softball,
states that the softball has a "Polycore® and is produced under U.S. Patent
3,976,295 CPX 2; see Heald, Tr. 37-38.

272. The ﬁolyurethane core of CPX 1, the disassembled Regent Sports'
softball in which complainant inspected the softballs composition and physical
characteristics, has a 1979 date on it that indicates a possibility that the
core was purchased from Laﬁnom. Tr. 109-10; DpDale, Tr. 659-60.

273.

Hat@y, Tr. 331.

274. The market for softballs outside the United States is as
follows: Europe, 10,000-20,000 dozen per year; New Zealand, a few thousand
dozen per year; Central Ame?ica. 20,000-30,000 dozen per year; Australia, a
few ihousahd dozen per year, Canada is the largest market outside the United
States, but no estimate of the market size appears in the record. Heald, Tr.
78-79; cf. id., at 470-71.

275. There is no evidence of record which demonstgates that there
are facilities in Haiti for the production of polyurethane cores. It appears
that for those softballs manufactured in Haiti that feature polyurethane
cores, the cores are produced first in the United States, shipped to Haiti to
be combined with covers, then shipped back to the United States, See Hardy
vAff't, CX iS(C), at 8,

'.276. Though Indonesia, Korea, Mainland China, and the Philippines
are places where softballs could be produced because of low labor rates, no
polyurethane core softballs are currently being manufactured in those

countries, Hardy, Tr. 444-45; see id., at 284,
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CONCLUSIONS OF LAW

1. The U.S, International Trade Commission has jurisdiction as pertains
to the subject matter of this investigation and in rem jurisdiction over the
p§lyu:ethane core softballs with leather covers ﬁhat have been imported into
or sold in the United States. 19 U,5.C. § 1337(a), -::

2. Patents are presumed valid. 35 U.S.C. § 281.

3. The presumption of validity afforded patents does not have

independent evidentiary value, but rather alters the burden of persuasion such

that the evidence must demonstrate invalidity. $SIH Equipment, S.A. v. Int'l

Trade Comm'n, 218 U.5.P.Q. 678 (Fed. Cir. 1983). See Opn., af 22-23.

‘4, The '295 patent is invalid under 35 U.S.C. § 112 for failure to
provide: (1) in full, clear, concise and exact terms the manner and process
of making and used the invention so as to enable any person skilled in the
rtelevant prior art to make and'use the invention (Opn., at 23-27); and (2)
claims that particularly point out and distinctly claim the inveantion (Opn.,
at 28-41).

S. The '295 patent is invalid under 35 U.S.C. § 10) because the subject
matter of the patent as a whole would have been obvious to a person having
ordinary skill in the art. Opn., at 41-5S.

§. Even if the '295 patent was valid, only those leather covered
softballs of COR 0.48 maqufa;tu:ed with polyurethane cores produced by Success
Chemicals would infringe the patent, Opn., at 56=-62. The polyurethane cores
produced by Mansui are unusable in organized league play and therefore do not

infringe claims 3.'4, or 5 of the '295 patent. Opn., at $6-62.
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7., Sales by cespondents Tusa and Success Chemicals to settled respondent

pDiamond Sports do not conétitute an unfair act. Opn., at 71=-79,

8. Pursuant to § 337, industry is defined as the domestic operations of
the owner and licensees devoted to the exploitation of the intellectu&l
property right at issue examined in light of the realities of the

S

marketplace. Opn., at 63-68. ' . wanp

9. The domestic operations of complainant :elaked to the manufacture,
research, and development of the §ompohent parts for the production of a

polyurethane core softball with a leather cover demonstrating the

characteristics of a’ conventional softball Usable in official league play, and

..

the distribution and sale of this same finished softball, constitute a

domestic industry under § 337. Opn., at €3-68.

10, The domestic industry must be, pursuant to § 137, efficiently and
economically operated through use of modern equipment and facilities,
investment in research and development, profitability of the relevant product
line, substantial. expenditures in advertising, promotion, aﬁé developﬁent of
goodwill, and effective quality control. Opn., at 69-71.

ll. The relevant domestic industry is efficiently and economically

operated. Opn., at 69-71.

12. Respondents' unfair methods of competition and unfair acts must have
|
the effect or tendency under § 337 to destroy or substantially injure the

domestic industry. Opn., at 71-94.

13. The importation and sale of allegedly infringing polyurethane core

softballs does not have the effect or tendency to substantially injure the

televant domestic industry. Opn., at 79-94.
]
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INITIAL OETERMINATION AND ORDER

Based on the'tééégoiﬁa opinion, findings of fact, conclusions of law, and
the record as a whole, and having considered all pleadings and arguments as
well as proposed Eindingé of fact and conclusions of law, it is the
administrative law judge's INITIAL DETERMINATION tha;::ieze is no violation of
§ 337 of the Tariff Act of 1930, as amended, in the importation into or sale
in the United States of certain softballs and polyurethane cores therefor,

The administrative law judge hereby CERTIFIES to the Commission this
Initial Determination together with the recé:d of the exhibits accepted into
evidence during the couég;:ot the hearing in this investigation.

In accordance with Rule 210.44(b), all .material found to be confidential
by the administrative law judge under Rule 210.6(a) is to be given in camera
tceatment for five years from the termination date of this investigation.

The Secretary is instructed to serve a public version of this Initial
Determination upon all parties of record and the confidential version upon all
counsel of record who are signatories to the protective order issued by
Administrative Law Judge Donald K. Duvall on May 11, 1584.

This Initial Determination shall become the determination 6: the
Commission 30 days after its date of service unless the Commission within
those 30 days shall have ordered review of this Initial Determination, or
certain issues herein, pursuant to 19 C.F.R. §§ 210.54(b) or 210.55.

19 C.F.R. § 210.53(h).,
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Any party to this investiqation may request a review by the Commission of
this tnitial Determination by filing with the Secretary a petition for review,
except that a party'who has defaulted may not petition for review of any issue
regarding which the party is in default, A petition of review shall be filed
within 10 days after the service of this Initial DetetminatiO&. 19 C.F.R.

§§ 210.54(a),

So ordered.

B T

Sidney Harri
Administrative Law Judge

Issued: Februacy 19, 1985
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CEKTAIN SOFTBALLS AND POLYﬂRETHANE CORES THEREFOR 337-TA-170

CERTIFICATE OF SERVICE

I, Kenneth R. Mason, hereby certify that the attached Order uas served upon
Robert D. Litowitz, Esq., and upon the following patties via first class mail,
and air mail where necessary, on March 7, 198S.

U.S. International Trade Commission
701 E' Street, N. W,
Washington, ND.C. 20436

/ Kenné&h R. Mason, Secretary

FOR COMPLAINANT LANNOM MANUFACTURING CO., INC.:

Nathaniel A. Humphries, Esq.; Edward G. Fenwick Jr., Esq.
Paul F. Kilmer, Esq. )
MASON, FENWICK & LAWRENCE

310 OFC Building

1730 Rhode 1lsland Avenue, N.W,

Washington, D.C. 20036

Michael A. Hertzberg, Esq.; Gary W. Christian, Esq.;
Stuart E. Benson, Esq.

GRAHAM & JAMES

1050-17th Street, N.W., Suite 1200

Washington, D.C. 20036

RESPONDENTS

Complete Merchants Corporation

9th Floor

No. 319 Chung-Hsiao East Rd., Sec. 4
Taipei City, Taiwan

Success Chemical Co., Ltd
Room 403

San Chin Bldg. 31-1, Sec. 2
Shin Sheng North Rd.

Taipei City, Taiwan

FOR B.0. MICKELSON & ASSOCIATES:

John W. Boyles, Esq.
RUBEN, KAPLAN & ROSEN
4711 Golf Road, Suite 403
Skokie, Illinois 60076
(Cont'd)
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CERTAIN SOFTBALLS AND POLYURETHANE CORES THEREFOR - 337-TA-190

CERTIFICATE OF SERVICE -~ Page 2

Regent Sports Company
Hauppauge, New York 11787

Keith Kleppe & Assoclates
23272 Vista Grande Drive, Unit B
laguna Hills, California 92653

Team West
P.0. Box 62
Redmond, Washington 98052

George Tyler Enterprises
2950 South Jamaca Court, Suite 100
Aurora, Colorado 80014

Dan Spika & Associates
1121 NDallas Drive, Suite S
Denton, Texas 76201

Hets-Rupp, Inc.
4901-05 Distribution Drive
Tampa, Florida 33605

Dave Middleton & Associates
P.0., Box 473 ‘
Willow Grove, Pennsylvania 19090

Paul Shaughnessy & Associates
36 Grove Circle
Braintree, Massachusetts 02184



GOVERNMENT AGENCIES:

Mr. Charles S. Stark

Antitrust Div./U.S. Dept of Justice
Room 7118, Main Justice

Pennsylvania Avenue & Tenth Street, N.W.
Wwashingzon, D.C. 20830

Edwazd F. Glynn, Jr., Eaq.
Asst Dir for Intl Antitrust
Federal Trade Commission
Room' 502-4, Logan Building
Washington, D.C. 20880

Darrel J. Grinstead, Esq.

Dept of Health and Human Sves.
Room 5362, North Building

330 Independence Avenue, S.W.
Washington, 0.C. 20201

Richard Abbey, Eaq.

Chief Counsel

U.85. Customs Service

1301 Constitution Avenue, N.W.
Washington, D.C. 20229









