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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF GEORGIA
ATLANTA DIVISION

SWIPE INNOVATIONS, LLC,
Plaintiff,

V. CIVIL ACTION FILE
NO. 1:13-CV-2219-TWT

NCR CORPORATION,

Defendant.

OPINION AND ORDER

This is a patent infringement suit a@mning electronic payment terminals. It
is before the Court on the Defendant NC&tporation’s Motion to Dismiss [Doc. 20].
For the reasons set forth below, the Defendant’'s Motion to Dismiss [Doc. 20] is
GRANTED in part and DENIED in part.

|. Background

Consumers are increasingly using electronic payment terminals when
purchasing goods. The customer will typically swipe a payment card through the
terminal and enter a personal identificatimmber. The financial information is then
transmitted for verification and a responsesest back to the teinal. There are

many types of payment terminals, andhyenethods by which payment information
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can be transmitted. One such termiaat its method for transmitting financial
information is the subject of this litigan. The Defendant sells the Ingenico eN-
Touch 1000 payment terminal. A Compl. § 8.) This &s the Derived Unique Key

Per Transaction (“DUKPT”) method foencrypting and transmitting financial
information. (Am. Compl. 12.) It allegedly infringes #Plaintiff’'s patent -- United
States Patent No. 5,351,296 (“296 Pateh{Am. Compl. 117, 10, 12.) The Plaintiff
asserts claims against the Defendant for direct infringement, induced infringement,
and contributory infringementThe Plaintiff also seeks enhanced damages on the
grounds that the direct infringement was willful. The Defendant moves to dismiss.

[l. Motion to Dismiss Standard

A complaint should be dismissed under Rule 12(b)(6) only where it appears that

the facts alleged fail to state a "plausildiaim for relief. Ashcroft v. Igbal 129 S.Ct.

1937, 1949 (2009); Fed. R. Civ. P. 12(b)(6). A complaint may survive a motion to
dismiss for failure to state a claim, howewaren if it is "improbable"” that a plaintiff
would be able to prove those facts; etfeie possibility of recovery is extremely

“remote and unlikely."_Bell Atlantic v. Twomblp50 U.S. 544, 556 (2007). In

! The 296 Patent was issued on Septerabel 994, by the United States Patent
and Trademark Office. (Am. Compl. 1 6.) It was titled “Financial Transmission
System.” (Id) The 296 Patent contains 49 clairhsS. Patent No. 5,351,296 (filed
Mar. 29, 1993).
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ruling on a motion to dismiss, the court mastept the facts pleaderthe complaint
as true and construe them in the lighdst favorable to #n plaintiff. SeeQuality

Foods de Centro America, S.A. v. Lafimerican Agribusiness Dev. Corp., S, A11

F.2d 989, 994-95 (11th Cir. 1983); seoSanjuan v. American Bd. of Psychiatry

and Neurology, In¢.40 F.3d 247, 251 (7th Cir. 199é)oting that at the pleading

stage, the plaintiff "receives the benefiimfgination”). Generally, notice pleading

is all that is required foa valid complaint._Seleombard's, Incv. Prince Mfg., Inc.

753 F.2d 974, 975 (11th Cir. 1985), cernigel, 474 U.S. 1082 (1986). Under notice
pleading, the plaintiff need only give thefeledant fair notice of the plaintiff's claim

and the grounds upon which it rests. Edekson v. Pardy$51 U.S. 89, 93 (2007).

[1l. Discussion

A. Direct Infringement

"[W]lhoever without authority . . . usesffers to sell, or sells any patented
invention . . . during the term of the patte . . infringes the patent.” 35 U.S.C. §

271(a). There is no scienter requirement under section 271(a). In re Seagate

Technology, LLC 497 F.3d 1360, 1368 (Fed. Cir. 20Q7TP]atent infringement is a

strict liability offense.”). The Plaintiff clans that the Defendant is liable for direct

infringement because it offers to sell aswlls an infringing pament terminal: the
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eN-Touch 1000. (Am. Compfif 8-9.) The Plaintiff hasufficiently plead a direct
infringement claim.

The Plaintiff also seeks enhancedr@dages. This requires a showing of
willfulness. To establish willful infringemerthe Plaintiff must satisfy two elements.
First, it must "show by clear and convingievidence that the infringer acted despite
an objectively high likelihood that its actions constituted infringement of a valid

patent.” _In re Seagaté97 F.3d at 1371. The Defendant's "state of mind . . . is not

relevant to this objective inquiry." Idf this element is dssfied, the Plaintiff must
then show that "this objectively-definedki. . . was either known or so obvious that
it should have been known tise accused infringer.” _IdThe Defendant must have

been aware of thpatent._Semri Ltd. P'ship v. Microsoft Corp598 F.3d 831, 860

(Fed. Cir. 2010) (“Infringement is willful wem the infringer was aware of the asserted

patent. . .."); Brandywine Commc'ns Technologies, LLC v. T-Mobile USA, 9fel

F. Supp. 2d 1260, 1272-73 (M.Da-R012) (“In order to Wfully infringe a patent,
the alleged infringer must know of the patent.”).

Here, the Plaintiff alleges that the leedant’s infringement has been willful
from the time it was notified of the 296 Patent through service of the Complaint.
(Am. Compl. T 15.) This does not entitleetRlaintiff to enhanced damages. “[A]

willfulness claim asserted in the originemplaint must necessarily be grounded
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exclusively in the accused infringerfge-filing conduct . . . when an accused
infringer’s post-filing conduct is reckless, a patentee can move for a preliminary
injunction.” Id. at 1374 (emphasis added). “[phtentee who does not attempt to
stop an accused infringer’s activities in tmanner should not be allowed to accrue
enhanced damages solely on thHeimger’s post-filing conduct.”_Id.Finding post-

filing willfulness to be sufficient codl result in enhanced damagesvery patent

infringement suit. _Se&/asudevan Software, Inc. v. TIBCO Software JnC.

11-06638 RS, 2012 WL 1831543, at*5 (N.D. Cal. May 18, 2012) (“[T]he claim might
still be viable if willfulness could be infexd based on the filing of this suit alone. .
..To permit [the plaintiff] to proceed inihfashion would invite claims of willfulness

in every patent suit, as a matter of couessd regardless of tHacts.”). Thus, the
Plaintiff may pursue its direct infringement claim, but it may not seek enhanced

damages.

> The Plaintiff quotes a portion of In re Seag#tat reads: “[W]hether a
willfulness claim based on conduct oogng solely after litigation began is
sustainable will depend on the facts of each case.” In re Sed8@t€.3d at 1374,
The Federal Circuit, however, was dissing the circumstance where a plaintiff
sought and was denied apminary injunction. Sed. It concluded that this denial
would typically, but not always, foreclose a finding of post-filing willful infringement.
Sedd. (“A substantial question about invalidity or infringement s likely sufficient not
only to avoid a preliminary injunction, baiso a charge of willfulness based on
post-filing conduct. We alsecognize that in some @&ssa patentee may be denied
a preliminary injunction despite establishing a likelihood of success on the merits,
such as when the remaining fastare considered and balanced.”).
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B. Induced Infringement

The Plaintiff claims that the Defendantiuced and is continuing to induce the
use of infringing products (eN-TouctD00) and the performance of infringing
services (financial transactions using tpatented method). (Am. Compl. T 18.)
"Whoever actively induces infringement of dgua shall be liable as an infringer."” 35
U.S.C. § 271(b). There is both an inteequirement and a kndadge requirement.

SeeMerial Ltd. v. Cipla Ltd, 681 F.3d 1283, 1303-04 (Fed. Cir. 2012) ("To support

a finding of inducement under 8§ 271(b)e thccused infringer must have knowingly
and intentionally induced another pargiteect infringement."). The Defendant must

have intended to cause the adtsch constitute infringement. SE&@mmil USA, LLC

v. Cisco Systems, Inc/20 F.3d 1361, 1366-67 (Fed. @013). The Defendant must

also have known that the patent existett! that the induced act(s) infringed upon that

patent, Se&lobal-Tech Appliances, Inc. v. SEB S,A31 S. Ct. 2060, 2068 (2011)

("[IJnduced infringement under [section 2B}|requires knowledge that the induced
acts constitute patent infringement.").

The Plaintiff alleges that the Defendamduced its customers and suppliers to
directly infringe the 296 Patent. (Am. Comfj 18.) The Plaintiff alleges that the
Defendant did so by (1) adug or directing them to make, use, sell, or import the

infringing products or perform the infringing transactions, (2) advertising and
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promoting the use of the infringing products and performance of the infringing
transactions, and (3) distributing insttioas for using the infringing products and
performing the infringing transactions. (A@ompl. 1 18.) To satisfy the knowledge
requirement, the Plaintiff asserts that tefendant induced the infringing acts "with
both knowledge of the 296 patertd the specific intent to cause its customers and/or
suppliers” to infringe the 296 Patent. (Am. Compl. § 18.) The Plaintiff also argues
that, at minimum, the Defendant ha tlequisite knowledge from the time it was
notified of this action. (Am. Compl. § 15; Pl.’s Resp. to Mot. to Dismiss, at 2.)

The Defendant first argues that thaiBtiff has not identified an underlying
direct infringer. (Mot. to Dismiss, at4The Plaintiff alleges that the Defendant’s
“customers and/or suppliers” are theedirinfringers. (Am. Compl. Y 14, 16- 17.)

Greater specificity is not required at this stage.|8ee Bill of Lading Transmission

& Processing Sys. Patent Litjgs81 F.3d 1323, 1336 (Fed. Cir. 2012) (“To state a

claim for indirect infringement . . . aahtiff need not identify a specific direct
infringer if it pleads facts sufficient to alloan inference that at least one direct
infringer exists.”). The Defendant thengaes that the Plaintiff has not specified
which claims in the 296 Patent are allegduyng infringed. (Mot. to Dismiss, at 4.)

But this is also not requideat the pleading stage. Seere Bill of Lading 681 F.3d

at 1335 (“[A] plaintiff need not even émtify which claims it asserts are being
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infringed.”). In fact, the local patent rulegjtere this level of disclosure “within thirty
(30) days after filing of the Joint Prelinairy Report and Discovery Plan.” Patent L.R.

4.4(a);_sealsoCBT Flint Partners, LLC v. Goodmail Sys., In629 F. Supp. 2d

1376, 1380-81 (N.D. Ga. 2007) (citing Patent l4R(b)). It would be redundant, and
thus inconsistent with the local rule®, construe the pleading requirements as
requiring this level of detail any earlier.

The Defendant finally argues that theis no plausible allegation that the
Defendant had the requisiteowledge before the Plairitifiled suit, and that post-
filing knowledge is insufficient. The Court ages with the former, but not the latter.
The Amended Complaint only includes a baltegation that the Defendant knew of
the 296 Patent before this action and also knew that its customers’ use of the eN-
Touch 1000 constituted infringemie (Am. Compl. 1 18) (“NCR took active steps .
.. to cause infringement with both knowleddé¢he 296 patent and the specific intent
to cause [the infringing acts].”) Withogtipporting facts, this assertion amounts to

speculation that cannot survive a motion to dismiss ASeeroft v. Igbal 556 U.S.

662, 678 (2009) ("To survive a motion to dismiss, a complaint must contain sufficient
factual matter, accepted as true, to state mdlarelief that is plausible on its face.").
Additional factual matter is required sucheasallegation that the defendant received

prior notice of the patent. Saere Bill of Lading 681 F.3d at 1341 (“[T]he complaint
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alleges that [the defendant] . . . receivedse and desist letter making it aware of the
#078 patent.”). However, the Plaintiff’s ailation that the Defendéahad the requisite
knowledge post-filing is sufficient. Sk at 1344-45 (The plaintiff sufficiently plead
indirect infringement claims when it alledjehat the defendants ACS, Intermec, and
Microdea were aware of the patent at idemm the time they were served with the
complaint.). The reason for permitting iadirect infringement claim based on post-
filing knowledge was summarized by the Eastern District of Virginia:

[A] majority of district courts considerg this issue have held that post-suit
knowledge (i.e., knowledge praled by the filing of the lawsuit) satisfies the
knowledge element for indirect infringement. There is simply no substantive
difference between (i) a putative infringearning of a patent from a plaintiff's
letter a day, or hours or even minubefore an infringement suit is filed or
served, and (ii) a putative infringer learning of the patent from the filing or
service of a complaint. In both instas, the putative infringer learns of the
existence of the patent and for purpeef satisfying the knowledge required
to establish indirect infringement, it is immaterial how the putative infringer
gains this knowledge.

Rembrandt Soc. Media, LP v. Facebook, 1ac13CV158, 2013 WL 2950342, at *4

(E.D. Va. June 12, 2013). The Plaintiff has stated a valid claim for induced
infringement, but may only recover for thets that have occurred post-filing. $ee

at *5 (“[T]here is an important consequereelying on the filing and service of the
infringement suit to satisfy the knowledgequirement to establish indirect
infringement: Plaintiff may only recover aeages for indirect infringement for the

period of time that commences once theapue infringer learns of the patent.”).
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C. Contributory Infringement

The Plaintiff claims that the Defendastiiable for contributory infringement.
Specifically, the Plaintiff alleges thabmponents of the eN-Touch 1000 can be
integrated with other devices to perfothe infringing transaction method. (Am.
Compl. 11 19-20.) "To hold a component digrpiable for contributory infringement,

a patent holder must showmter alia, that [1] the supplier's product was used to
commit acts of direct infringement; [2] the product's use constituted a material part of
the invention; [3] the supplier knew itsquiuct was especially made or especially
adapted for use in an infringement of pheent; and [4] the product is not a staple
article or commodity of commerce suitaldbr substantial noninfringing use." Arris

Grp., Inc. v. British Telecommunications P1&39 F.3d 1368, 137&ed. Cir. 2011)

(internal quotation marks omitted); sals035 U.S.C. § 271(c). As with induced
infringement, the Defendant must have known that the combination that its product

was incorporated into was patented aridnging. Aro Mfg. Co. v. Convertible Top

Replacement Co377 U.S. 476, 488 (1964) ("[Sectidil(c)] does require a showing

that the alleged contriborty infringer knew that the combination for which his
component was especially desigweaks both patented and infringing.").
To satisfy the contributory infringemeneeatents, the Plaintiff alleges that (1)

the eN-Touch 1000 has been used andtils being used to perform financial

T:\ORDERS\13\Swipe Innovations\dismisstwt.wpd -10-



transactions that directly infringe tB86 Patent; (2) the eN-Touch 1000 enables this
financial transaction, making it a “matdrjzart”; (3) the Defendant knew that the
eN-Touch 1000 was especially adaptepddorm the infringing transaction method;
and (4) the eN-Touch 1000 is not a staplekrcapable of substantial non-infringing
uses. (Am. Compl. § 20.) To satisfy treowledge requirement,&fPlaintiff relies on
the same allegations used for its induced infringement claim.

The Defendant argues that there isalegation that the eN-Touch 1000 lacks
a substantial non-infringing use. The Amded Complaint includes this allegation
verbatim. (Am. Compl. 1 20) (“These cponents in the Accused Products. . . are not
staple articles of commerce suitable $obstantial non-infringing use.”). To show
plausibility, the Plaintiff further allges that the eN-Touch 1000 was especially
designed to carry out DUKPT transactiofadm. Compl.  20) (“[T]he Accused
Products were separatelsted for and approved foraigvith the DUKPT standard,
actions required by PCI guidelinestheir equivalent . . . [t{jhese distinct and separate
components are used only to perfdira DUKPT key management method and not
any other key management method appdof@ use in financial transactions
involving PIN data transmission . . ..”). @befendant then reiterates its argument
that the Plaintiff has not sufficily alleged pre-filing knowledge. Because

contributory and induced infringementash the same knowledge requirement, the
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Court’s conclusion in the induced infringemenalysis applies equally here. The
Plaintiff may proceed with its contributoinfringement claim, butecovery is limited
to the infringing acts that have occurred post-filing.
IV. Conclusion
For the reasons set forth above, the CGIRANTS in part and DENIES in part
the Defendant NCR Corporation’s Motion to Dismiss [Doc. 20].

SO ORDERED, this 18 day of November, 2013.

/s/IThomas W. Thrash
THOMAS W. THRASH, JR.
United States District Judge
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