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UNITED STATESDISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA

SENTIUS INTERNATIONAL , LLC, CaseNoO. 4:20-cv-00477-YGR
Plaintiff,
ORDER GRANTING IN PART AND DENYING
VS. IN PART APPLE INC.’SPARTIAL MOTION
TO DISMISS THIRD AMENDED COMPLAINT
APPLE INC., FOR PATENT INFRINGEMENT
Defendant Re: Dkt. No. 61

Plaintiff Sentius International, LLC (“Sentius”) brings this patent infringement action
against defendant Apple Inc. falleged infringement of two dfs patents, U.S. Patent No.
RE43,633 (the 633 Patent”) and 7,672,985 (tH#88 Patent”). On June 2, 2020, the Court
granted Apple’s partial motion tlismiss on the grounds that Sestfailed to site a claim for
direct infringement of the '633 Rant method claims and joint iiigement of the 633 and '985
Patent method claims, with leato amend. (Dkt. No. 55 (“Order”).) On June 23, 2020, Sentiu
filed an amended complaint, continuing to asdedct and joint infringment of the asserted
method claims. (Dkt. No. 58 (“TAC").)

Now before the Court is Apple’s partial mmtito dismiss the third amended complaint.
(Dkt. No. 61 ("MTD").) Having carefully reviewethe pleadings and submitted papers, and for
the reasons set forth below, the CABRANTS IN PART andDENIES IN PART defendant’s partial
motion to dismiss.

l. BACKGROUND

The background giving rise to this actiomisll-known, and the Cotidoes not repeat it

here. §eeOrder at 1:21-3:27.) In bifieSentius asserts infringemteof the '633 Patent method

! Pursuant to Federal Rule of Civil Procegl@8(b) and Civil LocaRule 7-1(b), the Court
finds the motion approptie for resolution withouoral argument.
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claims. (TAC 1 20.) Sentius accuses cerfgple products (such aBhones and MacBooks) as
well as Apple online applicatior{f®ages and Keynote) through thgpellcheck functionality. 1q.
11 11-17.) Specifically, Sentiuleyes that these products ampkcations practice the claimed
methods when a user seeatmisspelled word tee spelling suggestionsld({ 12.)

Previously, Sentius alleged that Apple uges’633 Patent methodlsrough software that
automatically executes the claimed stepesponse to user selectiorseéDkt. No. 37 (“SAC”)

19 35-46.) The Court dismissed these allegati@esuse Federal Circuit precedent considers
software to be instructions, sutifat party that operates theva® to execute the software (the
user) infringes a method claim, agposed to the parthat sells the devicegether with the
software (Apple). (Order at 4:28:2.) In the third amended compig Sentius continues to asser
infringement through software, balkso alleges that “Apple amdher users . . . have each
respectively operated devices” taeexte software that perforrtise claimed métods. (TAC 11
22-33.) Sentius also alleges that Apple operatesktidevices to executetmethods “on servers,
computers and devicesmrolled by Apple.” Id. 1 20.)

Separately, Sentius assertsarif infringement” theory by altgng that Apple “is directly
responsible for any infringing acts of its usdostause it conditions a benefit of the spell check
functionality on user performae of claimed steps.d. 11 34, 42.) The jotnnfringement theory
is relevant to both the '633 Patenthe claims of which require “saiting a discrete portion of an
image of the textual source ma#gti(i.e., the misspelled word)and the "985 Patent, the claims
of which require linked content tme displayed “based upon useeiaction with at least a portion
of the one or more source documentdd. {1 28, 59, 61.) Although the Court has previously
dismissed these claims, it did @o the grounds that Sentius’ alléigas did not reflect its theory
of infringement and did natonsider the merits(Order at 9:7-20.)

In response to Apple’s curremotion, Sentius agrees notgarsue joint infringement for
the '633 Patent, but asserts, inptace, that Apple is vicariousliable for its users’ operation of
the accused products. (Dkt. No. 63 (“Opp.”"Ldt9-25.) Although the third amended complaint
does not allege vicarious infringement, theu@ considers the issue to determine whether

amendment would be futile.
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. L EGAL STANDARD

Pursuant to Rule 12(b)(6), a complaint maydismissed for failuréo state a claim upon
which relief may be granted. #nissal for failurdo state a claim under Federal Rule of Civil
Procedure 12(b)(6) is proper if there is a “latla cognizable legal thepor the absence of
sufficient facts alleged undercagnizable legal theory.Conservation Force v. Salaz&46 F.3d
1240, 1242 (9th Cir. 2011) (citirBalistreri v. Pacifica Police Dep/1901 F.2d 696, 699 (9th Cir.
1988)). The complaint must plead “enough facts te statlaim [for] relief tht is plausible on its
face.” Bell Atl. Corp. v. Twomb\550 U.S. 544, 570 (2007). A olais plausible on its face
“when the plaintiff pleads factual content thibas the court to draw the reasonable inference
that the defendant is liabter the misconduct alleged Ashcroft v. Igbal556 U.S. 662, 678
(2009). If the facts alleged do not support a redseriaference of liability, stronger than a mere
possibility, the claim must be dismissdd. at 678—79. Mere “conclusosgflegations of law and
unwarranted inferences are insuffidiém defeat a motion to dismissAdams v. Johnsei55
F.3d 1179, 1183 (9th Cir. 2004).

[I. DiscussION

Apple moves to dismiss Sendidirect and joint infringemeriaims for the '633 Patent
and joint infringement claims fahe '633 and '985 Patents. Iglit of Sentius’ representations
that it will no longer pursue joinnfringement claims for theés33 Patent, the Court considers the
three remaining issues: (1) direéatringement of the '633 Pater(®) vicarious infringement of
the '633 Patent, and (3) jointfiingement of the "985 Pateft.

A. Direct Infringement ('633 Patent)

Direct infringement of a nteod claim occurs “where ateps of a claimed method are

performed by or attributable to a single entitAkamai Techs., Inc. v. Limelight Networks, Jnc.

797 F.3d 1020, 1022 (Fed. Cir. 2015). As statederCburt’s Order, die infringement of a

2 For ease of reference, the Court adoptspérties’ categoriesd refers to divided
infringement as “joint” infringementNevertheless, the Court notbat divided infringement is a
species of direct infringemenmha that “joint” infringement is, at least in theory, broader than
divided infringement.See Akamai797 F.3d at 102Zhockley v. Arcan, Inc248 F.3d 1349,
1364 (Fed. Cir. 2001f. Restatement (Second) To8875 (indivisible harm).
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method claim requires that “(Bpple actually operates the degito perform the method, (2) at
least one step of the method is parfed on equipment controlled by Apple (8RP), or (3)

Apple exercises direction or coakover the users.” (Order @11-14.) For example, in
Ericsson, Inc. v. D-Link Systems, Inihe court held that device makers whose products
automatically performed a claimed method were not directly liable because all of the steps w
performed on user-controlled devices and dedetglneither performed the steps nor exercised
direction or control over the userg73 F.3d 1201, 1221-22 (Fed. Cir. 2014).

Here, Sentius alleges that each step of the claimed methods was performed when “Aj
and other users of the accusaddtionality . . . each respectiyebperated devices, such as the
Accused Products, executing the software thdbpaed [the step].” (TAC | 23-33.) Sentius
also alleges that the claimed tmeds were executed on “serveremputers and devices controlleq
by Apple,” but clarifies that this refete Apple’s own use of the devicedd.(T 20; Opp. at 6:6-
13.) Sentius thus alleges two theories oécliinfringement:(1) direct infringement through
Apple’s own operation of the devices, and (2edi infringement throgh direction and control
over users who operate the devices.

As to the first theory, Sentius states a l@addaim. While Appé undoubtedly designs its
products for other users, the Cofiinds it plausible that Apple ngehave tested its products or
otherwise executed the relevaméthods in the course of pruoxt development and suppofee,
e.g, Carnegie Mellon U. v. Marvell Tech. Grp., Lt807 F.3d 1283, 1296-97 (Fed. Cir. 2015)
(upholding jury verdict of direct infringemehased on infringer’s simulation of accused feature
operation during developmenBinjan, Inc. v. Sophos, In244 F. Supp. 3d 1016, 1046 (N.D.
Cal. 2017) (affirming jury verdict of directfirngement based on subst&l evidence that
defendant tested its produdatsthe United States)But see Packet Intelligence LLC v. NetScout
Sys., InG.965 F.3d 1299, 1314-15 (Fed. Cir. 2020yérsing damages award based on device
sales which was not tied to the imtal use of the claimed methods).

With regard to the second theory, Sentiyguas that Apple directs and controls users’
actions because Apple conditions tienefits of spell check onargperformance of the claimed

methods and establishes the mararel timing of that performanc€TAC  34.) This is the
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standard for joint infringementSee Akamai797 F.3d at 1023 (expanding attribution principles
for joint liability to include “condiion[ing] participation in an atwity or receipt of a benefit upon
performance of a step or stepsagbatented method anda&slish[ing] the manneor timing of that
performance’). Apple thus argues that becauséiBeabandoned its jointfitngement claim, the
“conditioned benefit” test is no lorgapplicable. Sentius disagsesnd contends that the Federa
Circuit intended to expandipciples of attribution irAkamaito allow for direct liability where a
third party performs all steps of a claimed huet based on the defendant’s conditioned benefit
and control.

Sentius is correct. INalco Company v. Chem-Mod, LL&h accused infringer allegedly
practiced a method to remoreercury pollutant from poweslant gas. 883 F.3d 1337, 1342-43
(Fed. Cir. 2018). The patentee alleged “thregsivan which all steps of the method could be
attributable to defendants, naméhey (i) operated therocess at a power plafii) directed and
controlled operation of a test facility that carrmd all steps, rad (iii) carried ot all steps during
testing. Id. at 1350. The district courtsinissed the claimsecause the patentdailed to allege
that any Defendant is directtgsponsible for performing all nedd steps,” but the Federal Circuit
reversed.ld. at 1351. The court noted that the testirglityg was alleged to “obtain[] monetary
benefits for performing the test requisitionedigfendants” and that defendants “controlled all
aspects of the power plant sagons during the test.Id. at 1352-53. In these circumstances, it
“d[id] not matter” whether thgarty conducting the test was tthefendant, a non-defendant powe
plant, or a facility performingilot tests—all three were dirext to perform all steps of the
method by the defendantid. at 1353.

Accordingly, a defendant may be directlyblia for infringing aclaimed method where a
third party carries out all step$ the method to obtain a bertefonditioned by the defendant and
the defendant controls the mannetioring of that performanceld. at 1350 Akamaj 797 F.3d at
1023. Apple’s cases to the contrdfinjan, 244 F. Supp. 3d at 1044, aRdarden LLC v. Walt
Disney Cq.293 F. Supp. 3d 963, 972-73 (N.D. Cal. 2018), were decided b¢ddzeand do not
control. See Sound View Innovations, LLC v. Hulu, LNG. LA CV17-04146 JAK (PLAX),

2019 WL 2619639, at **9-10 (C.D. Cal. Apr. 30, 2019).
5
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Nevertheless, the Court fintlsat Sentius fails to s&f claim under the “conditioned
benefit” test for direction andontrol. Each Federal Circugaise under this standard involves
some version of offline control amnditioned benefit over users. Akamaj the defendant
imposed contractual requirements @sers to perform certain stepsuse its service. 797 F.3d at
1024. InEli Lilly & Co. v. Teva Parenteral Medicines, Indoctors conditioned patient treatment
on their taking of folic acid. 845 F.3d 1357, 1366 (Fed. Cir. 2017)rdwel Sentry, Inc. v.
Tropp the defendant had a “memorandum of undeding” with the TSA to perform certain
steps. 877 F.3d 1370, 1383-84 (Fed. Cir. 2017). Amhlno, the defendant apparently paid a
test facility to perform the ntleod. 883 F.3d at 1353. Eachtbése cases involved offline or
“real world” control and conditining—not controthrough a device.

By contrast, the Court is aware of no caserelsoftware functionality alone satisfied the
“conditioned benefit” test. Althodgthe Federal Circuit warnedaigst limiting the standard to
legal obligations and technological prerequisitelsas repeatedly stated that “mere guidance or
instruction is insufficient” to show conditioned benetili Lilly, 845 F.3d at 1367ravel Sentry
877 F.3d at 1379. Under governing precedentywso# is exactly that: instruction§&ee Ricoh
Co., Ltd. v. Quanta Comp. IS0 F.3d 1325, 1335 (Fed. Cir. 2008) (“[S]oftware is not itself a
sequence of actions, but ratheisiaa set of instructions thdirects hardware to perform a
sequence of actions.ffantasy Sports Props., Inc. v. SportsLine.com, B&7 F.3d 1108, 1118
(Fed. Cir. 2002) (“Software is a set of instians, known as code, that directs a computer to
perform specified functions or operationssge also Microsoft Corp. v. AT & T Corp50 U.S.
437, 447 (2007) (relying oRantasy Sportto equate software with instructions).

Moreover, the Patent Act provides differ@novisions for infringenent through supply of
a device for infringementSee35 U.S.C. § 271. Section 271(c) swthat “[w]hoever offers to
sell or sells . . . a material op@aratus for use in pradiig a patented process. shall be liable
as a contributory infriger.” Section 271(b) pwides liability for “active inducement,” which
includes providing instrumons for infringement.See Barry v. Medtronic, Inc914 F.3d 1310,
1336 (Fed. Cir. 2019). The Federal Circuit hasststently analyzed pvision of infringing

devices under these standgrdot the direcinfringement of section 271(apee, e.gMirror
6
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Worlds, LLC v. Apple Inc692 F.3d 1352, 1360 (Fed. Cir. 201R)jitsu Ltd. v. Netgear Inc620
F.3d 1321, 1326-32 (Fed. Cir. 2018jroh 550 F.3d at 134Kkee also Commil USA, LLC v.
Cisco Sys., Ing575 U.S. 632 (2015%f. Hilgraeve Corp. v. Symatec Cor@65 F.3d 1336, 1342
n.2 (Fed. Cir. 2001) (“While the parties, and ti&trict court’s decigin, speak of the accused
devices as infringing, mongroperly the allegation is thateloperation of the devices directly
infringes the method claims at igswr that that the sale tife devices induces customers to
infringe the method claims.”).

Thus, “in the context ahe facts presented,” the Court chuates that Sentius fails to state
a claim for direct infringement Bad on allegations of directi@md control through the provision
of infringing software to end-@s devices. Sentius never allegbat users could only obtain the
benefit of the sold devices bynb@ming the claimed method. Qhe contrary, Sentius expressly
alleges that users may obtain lspbeck benefits through other masanTAC § 12.) Sentius also
does not allege that Apple has the right and alidityontrol users’ infrigement after the devices
are sold.See Travel Sentyy77 F.3d at 1385 (citingletro-Goldwyn-Mayer Studios Inc. v.
Grokster, Ltd, 545 U.S. 913, 930 (2005)). Ultimately,fies may convince thFederal Circuit
that software functionality should satisfy the “conditioned benefit” test. But absent explicit
guidance, the Court declines txgpand direct liability to hold pées that provide software for
performing a method to end-us#avices strictly liable.

Accordingly, Sentius states a claim fbrect infringement based on Apple’s own
operation of the accused devices, but not faradiion or control over users who operate the
devices.

B. Vicarious Infringement ('633 Patent)

Patent infringemens a tort action.Wordtech Sys., Inc. v. Integrated Network Sol., Inc.
609 F.3d 1308, 1313 (Fed. Cir. 2010). Patent lavg presumptively incorporates vicarious
liability principles. See Meyer v. Holley37 U.S. 280, 285 (2003) (“[\Wen Congress creates a
tort action, it legislates agairstiegal background of ordinary taelated vicarious liability rules
and consequently intends its legiglatto incorporate those rules.9ee also Sony Corp. of Am. v

Universal City Studios, Inc464 U.S. 417, 435 (1984) (readingatiious liability into the
7
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Copyright Act because “vicarious liability imposed in virtually all areas of the law?”).

Under traditional vicarious liability principk, a principal or emgyer is liable for its
agent’s or employee’s tortdeyer, 537 U.S. at 285. In copyrightdavicarious liability has also
been imposed on a party that “ptfs] from direct infringement while declining to exercise a righ
to stop or limit it.” Grokster 545 U.S. at 930. This principle is “an outgrowth’respondeat
superiorbased on an analogy to “dance hall” casesfthund operators @ntertainment venues
vicariously liable for infringingoperformances in their venueBonivisa, Inc. v. Cherry Auction,
Inc., 76 F.3d 259, 261-62 (9th Cir. 1996). Imposingiligbin these circumstances encourages 3
party that has the right and ability police infringement to daos and thus “place[s] responsibility
where it can and should eéfectively exercised."Shapiro, Bernstein & Co. v. H.L. Green Co.
316 F.2d 304, 308 (2d Cir. 1963).

Sentius now argues that the Federal Cireypanded vicarious liability further ikamai
to find a party liable whenevérconditions a benefand controls anothgrarty’s infringement.
797 F.3d at 1023. However, Akamaiexpressly noted, vicarious lidiby “is a misnomer” in that
context. Id. at 1022 n.2 Akamaihad expanded principles aftribution for purposes afirect
infringement of a method clainSee idat 1022. Although it did so usy “general principles of
vicarious liability,” the dotrines remain distinctld. Vicarious infringemat is a secondary
liability doctrine based on “anlabed infringer[’s] [liability] for a third party’s commission of
infringement.” Id. at 1022 n. 2. Joint infringement isliaect liability doctrine based on “an
alleged infringer [being] responsible forethod steps performed by a third partid’ The
distinction is slim to nonexistémvhere vicarious liability is &iable theory, but has an impact
where vicarious liability is ncavailable—most obviously, whetkere is no diret infringement

because no party performs alltbé steps of a method claim.

3 The lines between direct, contributory, ancavious infringement have not always been
“clearly drawn.” Sony 464 U.S. at 435 n.17. Both the Seime Court and the Federal Circuit
have occasionally referred ¢ontributory infringement as “vicarious” infringemer&ee id at
439-40;Dynacore Holdings Corp. v. U.S. Philips Cqrp63 F.3d 1263, 1273 (Fed. Cir. 2004).
However, at least in the patent context, that msisnomer. Contributoryfirngement is expressly
defined in 35 U.S.C. § 271(end requires knowledge of the patantarious infringement stems
from common law principles and does n8ee Groksters45 U.S. at 930 n.8hapirq 316 F.2d
at 307;see also A&M Records, Inc. v. Napster, 1289 F.3d 1004, 1022-23 (9th Cir. 2001).
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Accordingly, Sentius cannot state a cldgnvicarious infrirgement based on the
“conditioned benefit” test oAkamai Nor do the rest of the alletans state a claim for vicarious
infringement because Sentius fails to allege @mag relationship between Apple and its users d
that Apple has the right and ability police users’ direct infringemen&ee Centillion Data Sys.,
LLC v. Qwest Commn’s Int'l, Inc631 F.3d 1279, 1287 (Fed. Cir. 2014 vicarious liability
where “it is entirely the decisioof the customer whether to iafitand operate . . . software”);
Cross Medical Prods., Inc. v. Medtronic Sofamor Danek, ##4 F.3d 1293, 1311 (Fed. Cir.
2005) (no vicarious liability witout an agency relationshifAgceleration Bay LLC v. Activision
Blizzard, Inc, 324 F. Supp. 3d 470, 482 (D. Del. 2018)qetng vicarious liability where
customers chose whetherinstall software)Joao Control & Monitoring Sys. Of Cal., LLC v.
Sling Media, Inc.No. C-11-6277 EMC, 2012 WL 3249510, at *7-8 (N.D. Cal. Aug. 7, 2012) (n
vicarious liability based on cumner relationship where defendavds not the “mastermind” who
controls the infringement).

Accordingly, the Court finds that amendnt to the complaint to add vicarious
infringement claims based on Sentitetual allegations would be futile.

C. Joint Infringement ("985 Patent)

Joint infringement stems from tipeinciple that “a method paterst not directly infringed .

. . unless a single actor can be h@spbonsible for the performancgall steps of the patent.”
Limelight Networks, Inc. v. Akamai Techs., |a#2 U.S. 915, 924 (2014). Where multiple
parties are involved in performingetmethod steps, all steps mustutenately attributable to the
direct infringer. Akamaj 797 F.3d at 1022. A third-party’s perforncarof a step is attributable to
the alleged infringer if (1) the thdrparty acts as thefrnger’s agent, (2) the parties form a joint
enterprise, (3) the alleged infringer contracts whihthird-party to perform the steps, or (4) the
alleged infringer “conditions pacipation in an activity or regpt of a benefit upon performance
of a step or steps . . . and establisheswhnner or timing of that performancdd. at 1023.

Here, Sentius alleges that Apple performs thp sf “syndicating one or more data object]
. . . to one or more remote computers” fronoits servers and conditionsers’ performance of

the remaining steps on their ender devices. (TAC 11 43-48, 51-59hese allegations state a
9
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claim for directinfringement undeBiRF Technology, Inc. v. International Trade Commission
601 F.3d 1319, 1331 (Fed. Cir. 20105eéOrder at 5 n.1, 7:11-14.) Althou@iRFrejected the
district court finding of joint infingement, the Court cannot conclutiat Sentius fails as a matter
of law in alleging joint infringemenin addition to or irthe alternative to direct infringemertee
SIRF 601 F.3d at 1229. In particular, while the claimSiRFwere drawn to a single actor, and
did not require a third-party to perform angstclaim 21 of the '98Patent requires user
interaction. Id.; (TAC 1 59). Accordingl, Sentius states a claim for joint infringement.

V. CONCLUSION

For the foregoing reasons, the COBRANTS Apple’s partial mown to dismiss with
respect to allegations of direct infringeméased on direction anaatrol over users, bURENIES
the motion with respect to allegations of Appleign operation of the accused devices, as well
joint infringement of the "985 Rant. Apple shall answer theroplaint within twenty-one (21)
days. The Court furthéeTs a case management conferenaeNovember 23, 2020, at 2:00 p.m
Instructions for a Zoom link will be doeked a few days before the hearing.

This Order terminates docket number 61.

Lppose Mogptoflece

U Y VONNE GONZALEZ ROGERS
UNITED STATES DISTRICT COURT JUDGE

T 1SS0 ORDERED.

Dated: October 15, 2020
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