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Federal Circuit Reverses a District Court Contempt Finding Against Inventor of Energy IP

Yesterday, the Federal Circuit reversed an Eastern District of Virginia judgment finding inventor Leif Hauge in
contempt for violating a 2001 settlement agreement with his ex-employer, Energy Recovery, Inc. The district court
judgment also enjoined Hauge and his company, Isobaric Strategies, Inc. from manufacturing and selling
pressure exchangers for energy recovery in reverse osmosis. The district court's contempt order found that Mr.
Hauge violated a 2001 settlement agreement between the parties that obligated Mr. Hauge to transfer ownership
of all intellectual property pre-dating the 2001 agreement. The agreement also contained a non-compete clause
prohibiting Mr. Hauge from making and selling energy recovery devices for use in reverse osmosis for two years
from the date of the agreement.

In 2007 Mr. Hauge was granted a patent on a similar pressure exchanger and formed a new company called
Isobaric Strategies, Inc. which sold pressure exchangers for recovering energy in reverse osmosis. The Federal
Circuit found that the 2001 settlement only required that Hauge refrained from competing with Energy Recovery,
Inc. for two years and transferred ownership of intellectual property existing at the time of the settlement
agreement, which Mr. Hauge did. The district court holding stated that Mr. Hauge “violated the letter and spirit of
the agreement,” but the Federal Circuit found that a settlement agreement must be discerned within its four
corners and not by reference to what might satisfy the purposes of one of the parties to it.

Energy Recovery also sued Mr. Hauge for breach of contract and misappropriation of trade secrets in a California
state court which resulted in a unanimous jury verdict in favor of Mr. Hauge.
Author: Sarah Jean Ring

Energy Recovery, Inc. v. Hauge, No. 2013-1515 (Fed. Cir. March 20, 2014) [Wallach (opinion); Rader, Reyna,
Wallach]
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