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reescale Semiconductor, Inc. Doc.

UNITED STATES DISTRICT COURT

NORTHERN DISTRICT OF CALIFORNIA

MEDIATEK INC ., Case No.: 11-cv-5341 YGR
Plaintiff, ORDER DENYING FREESCALE’'SMOTION FOR
SUMMARY JUDGMENT ON NON-
VS. INFRINGEMENT DUE TO EXTRATERRITORIAL
SALES

FREESCALE SEMICONDUCTOR, INC.,

Defendant.

Defendant Freescale Semiconductor, InErééscale”) filed its Motion for Summary
Judgment on November 6, 2013, moving for summuadgment on several gunds. (Dkt. No. 303
Among those grounds are Freescale’s motion for sugnjudgment on its affirmative defense of
non-infringement due to the extraterritorial natofeertain alleged infringig activities and related
cross-claim for declaratory relief on the sameugids. Said differently, the patent laws of the
United States only reach activities that occur inUnéed States. If no such activities exist, therg

can be no infringement under U.S. law.

in this action, and for the reasaset forth below, the Court hereBDgNIES the motion on the
extraterritorial sales issue, as triable issues of facts exist froch &hieasonable jury could find th
“sale or “offers to sell” occurred in the United States.
l. BACKGROUND

In 2009, Freescale negotiated and signedre€$cale Standard Sales Agreement” with
Amazon Fulfillment Services, Inc. (“AFS”), referréalhereafter as the Freescale-AFS Agreeme
AFS is a subsidiary of Amazon.com, Inc. (“Amazon”). Amazon is a United States corporatior
headquartered in Seattle, Washimgt®AFS is incorporated in Delaveaand also located in Seattlg

Washington. The Freescale-AFS Agreement wastistgd by representatives of the parties in tf
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United States and executed in the United Staltesames Amazon/Lab126 as the “Buyer” of
Freescale’s i.MX50 products and ddishes that both parties to iteaUnited States entities. (SUM

Fact 92.) Amazon Lab126 (“Lab126”) is a division of Amazon located in Cupertino, Californial.

(SUMF Fact 91.)

The terms of the December 31, 2009 Freescale-AFS Agreement provide that AFS is t
“Buyer” and that “Buyer desires to purchase pragddimom Freescale, anddascale desires to sell
products to Buyer strictly in accordance with tkems and conditions of this Agreement.” The
Freescale-AFS Agreement “governs all product pases made by Authorized Purchasers (as
defined in section 3.2 below) from Freescal@Xgreement at 8 1.1) Freescale will sell to
Authorized Purchasers, and Auttzed Purchasers will buy from Freescale, products from time
time.” (Id. at 8 1.2.) Prices were set forth in Attent A to the Freescale-AFS Agreement and
“Prices” term of the Agreement stated that Feakswould not provide anyesignee (as defined in]
Section 3.2) “any rebates, discouriteg Product, kick-back or othensilar terms related directly @
indirectly to the Product supplied any Designees under this A&gment without Buyer’s express,
prior written consent.” (Agreement at § 2.)uthorized Purchasers” includes AFS as well as
“Designees” authorized by AFS undbe Agreement “to issue purchase orders for Products, re
reschedule or cancel deliveries of such Prodpeteess warranty related claims related to such
Products, and pay for such Produaitsl all related costs.”ld. at § 3.2.) Designees may be foreig
firms such as Foxconn and Ensky, a Singapore compé#ahyat 88 3.2, 4.1.) Under the agreeme
with one exception, “each time an AuthoriZzégrchaser wishes to purchase Product(s) from
Freescale, the Authorized Purchaser must suorirreescale a written purchase ordeld” &t §
3.1.) It further provides that each deliveryFoéescale products “will beeparately invoiced’id. at
§ 11), and that “Authorized Purchasell pay each invoice within thiy (30) days of the date of
receipt of the invoice,” paying éhProduct prices reflected in Attachment A to the Agreeméaht at
812).

I. DiscussioN
Freescale argues that certain of its chips cagualify as infringing units because they arg

manufactured outside the U.S.|&sto a manufacturer outsideeti.S., and incorporated by that
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manufacturer into a product (here, an Amazond@) outside the U.S. Only sales “within the
United States” are infringemes under 35 U.S.C. § 271(a).

Freescale has asserted non-infringemeanhaaffirmative defense and as a basis for
declaratory judgment. (Dkt. N&1.) Thus Freescale bears thedaur of persuasion on these issy
at trial, as well as in this motion, and must bksa “beyond controversy evy essential element o
its” claim of no infringement on accouaot extraterritorial salesSee S. California Gas Co. v. City
Santa Ana336 F.3d 885, 888 (9th Cir. 2003)tiieg William W. Schwarzeret al, CALIFORNIA
PRACTICE GUIDE: FEDERAL CIvVIL PROCEDUREBEFORETRIAL § 14:124-127 (Rutter Group, 2001).
The evidence is viewed in the light most favorable to MediaTek, the party opposing summary
judgment, and must be sufficient for the Court talfthat no reasonable trier of fact could find ot
than for Freescaleld.

“It is axiomatic that U.S. patent law doest operate extratetorially to prohibit
infringement abroad.’Power Integrations v. Fairchild Semiconductor In7l,1 F.3d 1348, 1371
(Fed. Cir. 2013). As the Suprer@eurt stated, the “general rul@der United States patent law is
that no infringement occurs when a patentedtipct is made and sold in another country.”
Microsoft Corp. v. AT&T Corp550 U.S. 437, 441 (2007). Accamgly, direct infringement
liability is “limited to infringing activities that occur ithin the United States. MEMC Elec.
Materials, Inc. v. Mitsubtsi Materials Silicon Corp.420 F.3d 1369, 1375 (Fed. Cir. 2005).

es

of

her

Whether “activities in the United States, as constiaea reasonable jury, are sufficient to establish

an ‘offer to sale’ or ‘sale’ within the meaniing 35 U.S.C. 8271(a)” may be resolved on summar
judgment.ld. at 1375 (affirming summary judgment of dimect infringement for product sales in
Japan). “It is well established that the reach ofiee 271(a) is limited to infringing activities that
occur within the United States.” “Mere knowledfat a product sold overseas will ultimately be
imported into the United States is insufficient to establish liability under section 27MEMC
Electronic,420 F.3d at 1377. Further, “the location of to@templated sale controls whether thg
is an offer to sell within the United Statesltansocean Offshore Deepwaterilling, Inc. v. MaersK
Contractors USA, Inc§17 F.3d 1296, 1309 (Fed.Cir.2010).

The cases considering whether a sale or offsale occurred for purposes of section 271

look to a number of different factors, such as:

y
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(1) location of a conteplated future sal€fransocean Offshore Deepwater Drilling, Inc. v
Maersk Contractors USA, In®G17 F.3d 1296, 1309 (Fed.Cir.2010) (where an offer which is ma
in Norway by a U.S. company to a U.S. company to sell a product within the U.S., for delivery
use within the U.S., this constitutas offer to sell within the U.S.);

(2) location of deliveryld. at 1310, andMEMC Eletronic Materials, Inc. v. Mitsubishi
Materials Silicon Corp.420 F.3d 1369, 1377 (Fed.Cir.2005) (pricdigcussions with U.S. entity
did not trump negotiations, orderirgnd receipt of product overseas);

(3) location of “performanced.; see also Fellowes, Inc. v. Michilin Prosperity Co., Ltd.
491 F.Supp.2d 571, 577 (E.D.Va.2007) (“situs of infringenne determined according to the plag
of contracting and performance, not solilg place where lebttle passes”);

(4) location of the negotiain of the sales contradtl. at 582;MEMC Electronic420 F.3d af
1377;3D Systems v. Aarotech60 F.3d 1373, 1378-79 (Fed Cir. 1998) (where alleged infringer
provided potential California customers withgerquotations, brochurgspecification sheets,
videos, and sample parts relatedheir product, allegations sufficieto establish “offer to sell” in
United States for purposes of section 271(a)); and

(5) the location of the exettan of the sales contradtellowes,491 F.Supp.2d at 588Ying

Shing Products (BVI), Ltd. v.r8atelex Manufactory Co., Ltd479 F. Supp. 2d 388, 406 (S.D.N.Y|.

2007) (agreement negotiated and executed overseas was dispositive of infringement issue).
The Freescale-AFS Agreement specifically presgithat AFS is the “Buyer” and Freescals
the seller. The Agreement governs allghases made by AFS and its Authorized
Purchasers/Designees. WhilerHHai Precision Co. (Foxconn) receives the products in China
incorporation in to Amazon Kinds manufactured there, Foxcgmurchases those products pursu
to the Freescale-AF Agreement. AFS coligbthe pricing terms for all Authorized
Purchasers/Designees and specifjcadbktricted Freescale’s abilitg negotiate pricing with those
Authorized Purchasers/Designetectly. (Agreement at § 2,adtng that Frescale would not
provide “any rebates, discountsedrProduct, kick-back or othenslar terms related directly or
indirectly to the Product supplied any Designees under this A&gment without Buyer’s express,
prior written consent.”) MediaTek has also sitied evidence indicating & the products are pai

for by Amazon/Lab 126 and that Amazon/Lab126stelil as the customer for the products.
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(MediaTek response to SUMF 58.) Based on thasts fa reasonable jurgwad conclude that the
“sale” of the accused products at issue occurred within the United States.

Freescale argues that the Freescale-AFS agreéeimes not require thany particular sale
occur but only governs future sales. HowevelMadiaTek points out, eveelivery to the foreign
manufacturers here is governggthe Freescale-AFS Agreemeiithe delegation of authority to
issue purchase orders does not change the facvibiat sale thereunder is subject to the terms g
conditions in the Agreement.

Freescale argues that the Federal Circuii#MC Electronicaffirmed a grant of summary
judgment of no infringement due to foreign sales utteumstances nearlyedtical to those here
MEMC Electronic Materials, Inc. WMitsubishi Materials Silicon Corp420 F.3d 1369, 1375 (Fed
Cir. 2005). MEMC Electronicis distinguishable. There, thedezal Circuit found tht the evidence
showed all essential activities oktkales in questiomccurred overseadd. at 1376-77. While
emails were exchanged with a Unit8tates entity, those emails didt contain price terms or othe

indicia of a binding offer or agreement to setl. at 1376-77. There was no evidence that

“contracting and performance” togkace in the United States, but pthat products sold overseas

would ultimately be imported into the United @&®twhich was insufficient to establish liability
under section 271(a). Here, by costrdhe evidence indicates tha¢ thale of the accused produci

was to AFS “Affiliates” or “Designees” and wasrdrolled by an agreement, including price term

and pricing restrictions, negotiated between twdaédhStates companies — AFS and Freescale — |

the United States.
Similarly, Freescale argues that negotiatiand discussions in tHénited States are not

enough to render the sales of accused productsiberestic sales for purposes of section 271(a

citing Halo Electronics, Inc. v. Pulse Engineering, Ir&10 F. Supp. 2d 1173, 1207-1208 (D. Ney.

Sep. 6, 2011). The court there found no evidenceretdinfringement where the majority of the
accused products were manufactijrerdered, invoiced, and shipped odésof the United States.
Halo, the accused infringer, Pulse, engaged ircfpg discussions” with Cigcin the United States
and those negotiations determined prices@isto’s contract manufacturers (including Hon-
Hai/Foxconn) paid to Pulse for the accused produ€ts each Cisco contract manufacturer, the

invoicing, shipping, and delivery of the accused prasitmok place outside of the United Stattsk.
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at 1207. Unlike the case at hand, éheas no evidence of a direcntractual relationship betwee
Cisco and Pulse.

The Freescale-AFS Agreement controls tHessand sales terms of all purchases.
Accordingly, the contract provides tangible eande of a sales relationship between two U.S.
companies, not merely “some pricing discussions” as existddlm Consequently, the Court
cannot find, as a matter of law, that the sales here not United Statesales for purposes of
section 271(a).

The Court finds that there are genuine issafavaterial fact that preclude summary
judgment. Summary judgmentENIED.

| T 1S SO ORDERED.

Dated: February 13, 2014

—

VONNE GONZ Ez ROGERS
UNIED STATES DISTRICT COURT JUDGE




