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Concepts, Inc v. J2 Global, Inc et al

Plaintiff,
V.

J2 GLOBAL, INC. and ADVANCED

Defendants.

MESSAGING TECHNOLOGIES, INC.

UNITED STATES DISTRICT COURT

NORTHERN DISTRICT OF CALIFORNIA

SAN JOSE DIVISION

INTEGRATED GLOBAL CONCEPTS, ING. Case NoC-12-03434RMW

MOTION FOR SUMMARY
JUDGMENT

[Re Docket No. 120]

the contractual imrpretation issue.

SUMMARY J
Case Ms C-13-02971;, C-12-
LRM

Doc. 1

ORDER GRANTING DEFENDANTS’

[Consolidated with Case No. C-13-02971
for trial of contract interpretation issue]

Defendants j2 Global, Inc. (“j2”) and Advanced Messaging Technologiegcbilectively
“defendants”) move for summary judgment as to all counts of plaintiff latedGlobal Concepts,
Inc’s (“IGC”) complaint in Case No. 12-3434 and counts IV and V of IGC’s counterclaimssia ¢
No. 13-2971. All counts relate to IGC’s positittrat defendants breached a reless# covenant
not to suen aJune 2000 Agreement of Understand{figgreement”) between the parties. The

court finds that defendants have not breached the Agreememgraamissummaryadjudication on
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|. BACKGROUND

The Agreement of Understanding arose out of merger negotiations betie@eand?2. *
eFax, j2, and IGC are all involved in facsimile technologies, includingtaemail” systems. A
fax-to-email system allows a userreceive faxes sent topdnone number as an email attachment,
At the time j2 and eFax began negotiating, j2 was not aware that eFax rel@@ om provide
support for eFax’s faxo-email systems. eFax and IGC had some preexisting disputes related t
IGC’s support, including payments that IGC believed it was entitled to from eFax. When j2
discovered these disputes, and discovered that eFax did not osoftihareused to carry out its
services, all three companiestered int@n Agreement of Understanding in orderésolveany
eFaxIGC disputes prior to the merger and to arrange for IGC to continue supportinguhe eF
customers while they were migrated onto j2's platform. Dkt. No. 120-3, Johnson Decl. Ex. 1
(Agreement of Understanding).

Later,IGC offered faxto-email services tother customers. j2, théhe owner of several
patents on fax technology, sued IGC for patent infringement. IGC alleges tHabgerkits patent
infringement claims in the Agreement of Understanding. A more detailed dmtugshe facts
follows.

A. IGC Provides Support and Services to eFax

IGC is a Chicagdrased busess that began offering faervice toconsumers around 1993.
Dkt. No. 1211, Johnson DecEx. 4 (Decl. of John R*Jack”] Neurauter in support of Motion to
Dismiss)at 1 2, 3In Septembel998, IGC was approached by JetFaformer name of eFaxo
developa faxto-email serviceld. 4 IGC and eFax entered into two agreemehts Software
Development Agreement and the-Cacation Agreemento develop and run the fag-email
serviceld. 1 8;Seealso Dkt. No. 121-3, Johnson Decl. Ex. 6 (Co-Location Agreement); Dkt. NQ.
121-4, Johnson Decl. Ex 7 (Software Development Agreement).

The Software Development Agreement provides that IGC will modify its ewtofemail

softwareand develop a custom interfafoe usewith eFax’s software and equipmentexchange

! Some of these prior events actually involve's jgredecessor, JFAXhe court refers to both companies as “j2.”
2 JetFax later changed its name éfax.corh or “eFax; and the court refers to the company as “eFBkt’ No. 1211,
Ex. 49 7.
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for payment from eFax. Dkt. No. 121-4 afThe CoelLocation Agreement provides that IGC “shall
host the eFax.com Products on eFax.com equipmenetbaalGC'’s site (the ‘Ghocation
Services’)” in exchange for payment from eFax. Dkt. No. 121-3Both agreements were signed
on February 16, 1999 hlackNeurauter, CEO of IGC, and Edward Prince, CEO of eFax.

B. j2 and eFax Plan to Merge

In early 2000gFax“was losing money” and began exploring a merger y#tiokt. No.
121-5, Johnson Dedkx. 8(Kenck Depo) at 59:17-21; Dkt. No. 121-7, Johnson Decl. Ex. 10
(Proxy Statement) at 78t that time, loth companies were offering fag-email services on a free
and paid-subscription basis. Dkt. No. 122-1, Johnson Decl. Ex. 11 (j2 Board Notes June 9, 2(
2.The intent of the merger was for j2 to acquire eFax’s customer base, and then wovletb con
eFax’s free subscribers into paid subscribetswWhen eFax and j2 were first discussing the
possibility of a merger, j2 was unaware that IGC provided eFax with softwaupportProxy
Statement at 772 Board Notes June 9, 20@01

In the Spring of 2000, eFax informed IGC that it was discussing a merger witktj2N®
120-5, Johnson Decl. Ex. 3 (Neurauter Depo.) at 421136GCin turninformed eFax that IGC
believed it had performed work beyond the scope of the parties’ agreements, for vetxiatasF
obligated to payld. at 52:10-14, 23-28Jnsurprisingly, eFax did not agree that it owed IGC
additional moneyld. at 54:35.

j2 also learned that IGC believed it owned the software used to run eFaxis,gystsuant
to the Software Development Agreement, and that eftglit not be able to continue running its
system after the mergg2 Board Notes June 9, 2000 at 1-2; Kenck Depo. at 45:8-20, 71:20-23
understood that these outstanding issues would cause significant problems withgtrebeeause
j2 would need time to transition eFax’s cusaysonto j2's systems, and would need IGC’s
assistancéo carry out the transition. Dkt. No. 121-6, Johnson Decl. Ex. 9 (Hamerslag Depo.) &
37:12-38:7.

Between April and May 2000, IGC and eFax discussed (1) obtaining IGC’s assista
transitioning cuomers from the eFax system to j2's system; (2) eFax obtaining a license to th

software that IGC developed for eFax; and (3) IGC “relinquishing any eldiich it might have
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against [eFax] for past services provided by [IGC] to [eFax].” Proxy Seateat76.j2 informed
eFax “that the merger agreement could not be executed until [eFax] reached an agmgbment

[IGC] on those issuesld.

C. IGC, j2, and eFax Enter Into the Agreement of Understandingon June 30, 2000

In order to address the concerns mentioned above, all three companies entered into a
Agreement of UnderstandirfAgreement”)on June 30, 2000cthe Agreement was first set out in
Letter of Understanding sent from eFax to IGC on May 30, 2000. Dkt. No. 120-4, Johnson D¢
2 (Lette). The Letter included a release covering “all past claims which theyGzahd eFax]
may have against each other in connection with any oral or written agreernnts.”

Thefinal Agreemenprovided that (1) j2 would deliver 2 million shares of j2 common stg
to IGC; ) IGC would grant j2 and eFax a nerelusive license to itsource code and related
materials though the of the this “transition perio®), IGC would assist in transitioning eFax’s
customers to the j2 platform for additional consideration; apth@parties would release each
other from any claims related to past serviGes AgreementDkt. No. 120-3, 88 (5) and (6). The
mutual releases are the focus of the dispute here. The court refers to Sectioa ‘Besger Party
Claims waiver” ad Section 6 as the “1542 waiver.”

The Merger Party Claims waiver provides:

Section 5(a): Release of Rights[i8] andeFax

. .[E]ach of [j2] and eFax effective as of the Closing Date, on behalf of
itself and each of the Merger Parties, will release and fully discharge each
of the IGC Parties, from any and all claims, demands and liabilities of
whatever kind, whether presently known or unknown, suspected or
alleged, and whether for damages or for equitable relief, including
injunctive relief, correctig action, closure or remedial action, arising from
or related to any past services, equipment software or other assets
provided by IGC to the Merger Parties whether pursuant to the
Development Agreement, the €Location Agreement or any other
agreement ounderstanding, whether written or oral (the “Merger Party
Claims”).

The 1542 waiver provides:

Section 6: Nature of Releases.

. Each of IGC, eFax and [j2] waives all rights and benefits which it now
has or in the future may have under and by virtue of the provisions of
California Civil Code Section 1542, with the purpose and intent that the
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releases contained herein shall be construed as general and unqualified
releases pursuant to the terms hereof. Each of IGC, eFax and [j2]
understands and acknowledges that Sections % apgdly not only to all
claims which are presently known, anticipated or disclosed, but also to
those which are presently unknown, unanticipated or undisclosed. Each of
IGC, eFax and [j2] acknowledges and agrees that the waivestheinf
Sections 4 an8 are essential and material terms of this Agreement,
without which the consideration relating hereto would not have been
delivered.

On July 13, 2000, jandeFaxfinalized theirMerger AgreementSee Proxy StatemeniThe
transactiorclosed in November 2000. Dkt. No. 122-2, Johnson Decl. Ex. 12 (Morosoff Depo.) at
115:4-7. Pursuant to the Agreement, IGC assisted j2 in transitioning eFax’s assioide After
the transition was completed, j2 and IGC ended their business relationship.

D. The j2 Patents

j2 has assertedfringement offive patentdy IGCin the two cases before this court:

e U.S. Patent No. 6,208,638 (the '638 Patent), filed April 1, 1997, issued March 27,
2001, and reexamined December 9, 2008. The '638 Patent is asserted in
counterclaims irCase No. 12-3434.

e U.S. Patent No. 6,350,066 (the '066 Patent), filed November 5, 1998, issued
February 26, 2002, and reexamined May 5, 2009. The '066 Patent is asserted |n
counterclaims irCase No. 12-3434.

e U.S. Patent No. 6,597,688 (the '688 Patent), filed June 12, 1998, issued July 23,

2003, and reexamined March 11, 2008. The '688 Patent is asserted in counterclain

in Case No. 12-3434.
e U.S. Patent No. 7,020,132 (the '132 Patent), filed March 20, 2003, issued March 28
2006. The '13ZPatent is asserted in counterclaim€ase No. 12-3434,
e U.S. Patent No. 6,020,980 (the '980 Patent), filed September 30, 1996, issued
Februaryl, 2000, and reexamined May 20, 2013. The '980 Patent is asserted ir
Case No. 13-2971.

In June 2000, j2 did not own any of the patents asserted. Only the '980 Patent had isstied.
acquired the '980 Patent in 2012.gmployees invented tlmventions set out in the 638, '688, and
132 Patentsand they were assigned to j2. j2 acquired the '066 Patent in 2004.
SUMMARY JUDGMENT ORLER
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E. Procedural History
The procedural history of this case began on April 20, 2012 when 2 filed a complaint f

patent infringement against IGC in the Central District of California, assenfimggement othe
'638, 688, '132 and '066 Patents. Case No.c¥23439, Dkt. No. 1 § 53. IGC, understanding that
infringement suit to be a breach of the Agreement, filed a breach of consiatircithis court,
because of the Agreement’s venue clause. Agreem&h7gproviding that all disputes will be
heard in théNorthern District of California). After IGC filed its contract claim in this ¢aar July

2, 2012, the Central District stayed j2’s patent case pending resolution of I@@aat claims
here. In its answer to IGC’s complaint, j2 filed counterclaimeréigg infringement othe same
patentsalleged in the Central District case. Dkt. No. #Be Central District then dismissed its cas

On June 27, 2013, j2 filed a complaint for patent infringeroétite '980 Patenn this
court. Case No. 13971. IGCcounterclaimed for breach of contract, and the court consolidated
two cases for determination on the issue of contract interpretation.

j2 now moves for summary judgment on the contract claims. Dkt. No. 120.

During briefing on summary judgment, IGC was also pursuing a Motion to Compel bef
Magistrate Judge Grewal related to the deposition of Nicholas Morosoff, jgiefgeneral
counselSee Dkt. No. 105. On the day before the summary judgment hearing, Judge Grewal
grantedin-part the motion to congb and required j2 to produce Mr. Morosoff for a 30(b)(6)
deposition related to the scope of the releases at issue here within 1 week. Dkt. No. 136.

II. ANALYSIS

Summary judgment igppropriatevhere“there is no genuine issue as to any material fact
and thé'moving party is entitled to a judgmeas a matter of law.Celotex Corp. v. Catrett, 477
U.S. 317, 322 (1986) (quoting Fed. R. Civ. P. 56(c)).

IGC, opposing summary judgment, does not identify any material dispute of facth@he
whetherlGC'’s fax-to-email system has changasthce the AgreemenBecause the court does not
reach that issueeeinfra Il.C, summary judgment is appropriate.

California law governs the interpretation of the Agreemg&gteement 87.7. “The

fundamental goal of contractuaterpretation is to give effect to the mutual intention of the
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parties.”Powerine Oil Co., Inc. v. Superior Court, 37 Cal. 4th 377, 390 (2005). Generally, the
parties’ mutual intent is determined by objective manifestations sydh e words used ithe
agreement(2) extrinsic evidence detailing the surrounding circumstances in which the parties
negotiated the contract a(@®) the subsequent conduct of the partimplev. Shelton, 37 Cal. 4th
759, 767 (2006). If possible, a court should deterrthieenutual intent of the parties from the
contract alonePowerine Oil Co., 37 Cal.4th at 377. But California law requires a more “realistic
approach” to contract interpretation and courts must seek to enforce the actudhndaeyof the
parties to aontract.Scott v. Pac. Gas & Elec., 11 Cal. 4th 454, 463 (1995). The court therefore
must consider extrinsic evidence that is “relevant to prove a meaning to whichghadarof the
instrument is reasonably susceptibledt. Gas & Elec. v. Thomas Drayage & Rigging Co., Inc., 69
Cal.2d 33, 37 (1968).

California courts use a twstep process when considering extrinsic evidence to determir
the meaning of a contraddolf v. Super. Ct., 114 Cal. App. 4th 1343, 1351 (2004)here the
meaning of the words used in a contract is disputed, the trial court must provisieocailye any
proffered extrinsic evidence which is relevant to show whether the contraasaably
susceptible of a particular meanih@homas Drayage & Rigging, 69 Cal. 2d 33, 39-40f in light
of the extrinsic evidence the court decides the language is “reasonably sustapthe
interpretation urged, the extrinsic evidence is then admitted to aid in the ses@rthgerpreting
the contractWinet v. Price, 4 Cal. App. 4th 1159, 1165 (1992). The trial court’s determination o
whether an ambiguity exists is a question of law. The trial court’s resolutionashhiguity is also
a question of law if no parol evidence is admitted or if the parol evidence is not intcovilic
114 Cal. App. 4th at 1351.

Here, the extrinsic evidence is not in dispute, @soa matter of lavgupports only j2’s
interpretation of theagreementj2 is therefore entitled to summaagljudication on the contractual

interpretation issue
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A. The Parties’ Positions

1. IGC’s Interpretation

IGC argues that the Agreement releases all claims related to any services IGCevwag off
to j2 and eFax at the time of the merger. Because the IGC services accusedgeingnt are the
same as IGC’s 2000 services, gstalready released IGC from liability for patent infringement.
Therefore, j2 has breached the Agreement by suing IGC for patent infringement

2. Defendants’ Interpretation

Defendants maintain that the merger release should be interpreted to rel@&senG
claims relating tgastservices provided by IGC {8 and eFaxnly. Defendants are suing IGC for
patent infringement related to services provided by IGC to others, which amveatd in the
release. Defendants also argue that the IGC services have changed over time artieasameat
services IGC offered at the time of the Agreement. Therefore, j2 has not brdazAepdement by

suing IGC for patent infringement.

B. The Languageof the Contract, Extrinsic Evidence, and theBehavior of the Parties
Subsequent to the Contract SupportDefendants’Interpretation

The primary evidence of the parties’ intent is the language of the Agreenetinflite two
release provisions at issue are Section 5, the Merger Party Claims wad/8ecion 6, the 1542
Waiver. The court agreed at the Motion to Dismiss stage that the Agreemenbmggigceptible to
more than one interpretation. Dkt. No. 41 (Order on Motion to Dismiss). The court therefore
received extrinsic evidence to determine whether that evidencersgptore than one reasonabl

interpretation of the contracthomas Drayage & Rigging, 69 Cal. 2d 33, 39-40. Having reviewed

the extrinsic evidence, the court concludes that j2’s interpretation of tlracdanguage is correct,

1. Language of the Contract

a. The Merger Party Claims waiver

The Merger Party Claims waiver applies to claims “arising fromelated to any past
services, equipment, software or other assets provided byolGEMerger Parties.” Agreement
§ 5(a) (emphasis added). §rgues thahe waiver is limited tgast claims for services provided
j2 or eFax. j2 is now suing IGC for current services provided to customers othe? thraeHax.
IGC argues that the infringement claims elated to thosepast serviceand areghereforereleased
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IGC’s argumenthat the current infringement claims are “related to” past services it
performed for j2 and eFax dmewhat strainedGC is not being sued for providing software
development, support, or transition services to another company, but for providing its own stg
alone faxto-email service to other customers. It is clear from the language of the agteserd the
parties’positions at the time of the Agreement that j2's intent was to eliminate all claims relatir
eFax’s prior relatioship with IGC and secure IGC’s help in transitioning customers to the j2
database. IGC in turn wanted to secure payment from eFax for the serimesiteady
performed, was interested in continuing to receive payments from the eFagearesnt until tk
transition to j2 was complete, and wished to retain all of its intellectual pyapedtequipment useq
to performthe eFax services. Thus, the Agreement is limited to claims arising out qltste “
services, equipment, software or other assets probg¢@C to the Merger Parties.” Agreement
§5(a).

IGC relies onAugustine Medical, Inc. v. Progressive Dynamics, Inc., 194 F.3d 1367 (Fed.
Cir. 1999) to supgrt its position that the allegedfringement is “related to” the released Merger
Party Claims.n Augustine the parties settled an earlier unfair competition lawsuit related to

convective warming blankets, and Augustine released Progressive fronioal act

that [Augustine] and/or its owners . . . have, have had, or may have against
[Progressive] upon or by reason of or relating to any acts, omissions or
statements made biPjogressive] on or before the date of this Settlement
Agreement.

Id. at 1369. At the time of the agreement, all fggustinepatents were issued and
Progressivavas selling sultantially the same convective warming blanket accused of infringen
in the later suitAbout six months later, Augustine sued Progressive for patent infringemenson
of infringement occurring after the date of the Settlement Agreemaeat. 1370. e Federal
Circuit found that Augustine had released its infringement claims becauggdkenant
encompassed future claims that were “related to any actions taken by Pvegoessi before the
date of the Settlement Agreemenitd” at 1371. Because Ryessive was already selling the
blankets, its conduct waseélated td the Settlement Agreement and Augustine’s claims were

released.
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The court does not findugustine controlling on this case.nE language of the release in

Augustine is different fromthelanguageat issue here. The Federal Circuit’s analysis is necessatrj

tied to thelanguaget was interpretingThe court emphasized the phngs‘claims Augustinanay
have against Progressivé determining that th@ugustine Settlement Agreement wésrward
looking. Id. The patent infringement claims were also fully ripe and had been discussed by t
parties while negotiating the Settlement Agreemiehtat 1369 Here, the release is limited to
claims based on IGC'’s “past” actmnAgreement $(a) There is nothing inhe express terms of
the Agreement releasing claims based upon future infringeawiansby IGC.

For similar reason®larder v. Lopez, 450 F.3d 445 (9th Cir. 2006) is also not controlling.
Marder involved a release relating to thewe Flashdance, which was allegedly based on
plaintiff’s life story.ld. at 447. InMarder, plaintiff signed a release which “releases and discharg
Paramount Pictures Corporation . . . of and from each and every claim, demand, dely, tiabilit
and expense of any kind or character which have arisen or are based in whole aynrapsirt
matters occurring at any time prior to the date of this Release.” The Release eddhatat
“[w]ithout limiting the generality of the foregoing Release,” Mardepaeleases Paramount from
claims “arising out of or in any way connected with, either directly or iotijreany and all
arrangements. . in connection with the preparation of screenplay material and the production
filming and exploitation of . . Rashdance.1d. at 449. The language and scope of the release in
Marder is significantly broader than the Merger Party Claim release at issudchédescribing the
language irMarder as “exceptionally broad”). Thidlarder release applied to all claims“any way
connected with, either directly or indirectly” writing, producing, filmieg marketing the movie.

Here, the release is limited to disputes gt services provided to the merger parties. j2's
interpretation ighe onlyinterpretationconsstent with the all of the language in the Merger Party
Claims waiver and also consistent with the 1542 Waiverratrithsicevidence, discussed below.
IGC would have the court either ignore specific limiting terms placed in theeglmasidbroader
language, like that contained Augustine andMarder, into the contractlensen v. Traders &

General Ins. Co., 52 Cal. 2d 786, 790 (1959). Doing so would violate the court’s obligation to

simply ascertain and declare what in terms or in substance is contatheccontract.
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b. The 1542 Waiver

IGC’s primary argument is that the 1542 waiver encompasses the infringeaiers.
Section 1542 of the California Civil Code provides that a general release does notaimethat
are unknown at the time the contraceéxecutedBecause the parties waived Section 1542, their
releaseslo apply to claims that were unknown at the time of the Agreement.

IGC does not address the limitation on the 1542 wailie “the releasesf the IGC Claims

and the Merger Party Clasyi defined in Sections 4 and‘Shall be construed as general and

unqualified releasgaursuant to the terms hereof.” Agreement & (emphasis added). A 1542 waive

may be limited to specific claim® circumstancessee, e.g. Butler v. The Vons Companies, Inc.,

140 Cal. App. 4th 943 (2006) (finding that contract was ambiguous as to whether employee only

released union labor grievance claims, and not employment discriminatios,caittat Section
1542 waiver may not apply to discrimination claji3are v. Hartford FireIns. Co., 1 Cal. App.
4th 856 (1991) (release did not apply to specific claim).
IGC seems to read the releases backwards in its argtimaéspecific claims muste
carved out from a general release if they are to be presd@&dsugyests that the Section 5
waivers are the limits on the general release in Section 6. This is not the casxt Dhéhe 1542
waiver is carefully tied to the releases defined in Sections 4 aSdesAgreement % (discussing
the releases of “the MergBarty Claims,” a term defined inga); exclwaling claims for beach of
the Agreement from waiver; waiving Section 1542 “with the purpose and intetiemateases
contained herein” will be general and unqualified; acknowledging that “Sections 4 and 5 apply
only to all claims which are presently known . . .”; acknowledging that “Sections 4 aad 5 a
essential and material terms...”). Section 6, the 1542 Waivexxplains the “nature of the release
contained in Sections 4 andBecause of thig2 was not required to call out its patent infringeme
claims as preserved because nothing in the Section 5 release touches on these claim
Reading the&eomplete text of theeleases together, the parties executed a general releas
theMerger Party Glims(and othetimited claims unrelated to the issues hefiéje release does no

encompassvery possiblelaim j2 might ever have against IGE vice versag2’s patent

3 The releases in Section 4 are not at issue here.
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infringement claims are not Merger Party Claims. Therefore, the 1542ndaigs not apply to the
patent claims at issue in the current case. The court cannot read out of the 1842heghrase

“pursuant to the terms hereof.”

2. Extrinsic evidenceDetailing the Surrounding Circumstances in which the
Parties Negotiated the Contract

At thetime of the Agreement, the parties “desire[d] to fully and completely settlesadss
and outstanding claims between eFax and IGC prior to the Merger.” Agreemenhatektrinsic
evidence shows that the parties agreed to release @edsimg) fromissues that arose prior to the
merger of j2 and eFax relating to services that IGC provided to eFagearnces IGGvould
provide in the future to the merged j2-eFax. The extrinsic evidence does not suppsnpdSiGon

that the parties agreed to releadl potential claims between them, indefinitely.

j2 first points to the Letter of Understanding dated May 30, 2000 from eFax to IGC. Dk{.

No. 120-4, Johnson Decl. Ex. 2 (Letter). The Letter confirms the parties “mutual andergt of
the terms to bentered in the Agreement. The Letter describes the services IGC will @toweiFax
and j2 and the payment IGC will receive. The Letter also includes a releaskpafstatlaims
which [IGC and eFax] may have against each other in connection with evetten agreements.”
Id. T 5.The Letter clearly expresses the partiegent to resolve all claims relating to IGC’s
provision of services to eFax and eFax’s payment to IGC for those servicesicjided in the
Agreement because it wanted to ensuredhaix had no outstanding liabilities at the time of the
merger and to secure IGC’s assistance with transitioning eFax’s custbkiefdo. 106-8, Heiser
Decl.Ex. 7 Morosoff Dem.) at70:21 - 71:5.

IGC did not present any extrinsic evidence thaipmties agreetb address any additional
issues, such as future patent infringement claims relating to servicgg®@&@es tahird parties
IGC suggests thatt would not have accepted a deal where IGC would be free from suit only fo
period of theransition servicesThis argument misses the point. The Agreement is not limited b
when the parties can sue. For example, IGC can never sue j2 alleging that &f€htofpay for

IGC'’s services. The Agreement is limitedlyat the parties can sue for.
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IGC’s argument appears to be that it would not have entered into an agreemenifitt kn
would be subject to j2’'s patent infringement suit later on. This position was not expdessigthe
parties negotiations, and is not found in the languag#hefcontract.The strongesevidence that
IGC cites to support this position is testimony frédatk Neurautestating his belief that any patent
issues were waived because “[t]hat’s in the agreemPit.”’No. 106-5, Heiser Decl. Ex. 4 (Jack
Neurauter Dep.) at 109:24He then states that he did not discuss that “term of the agreement”
anyone at j2 or eFax, and agrees that the tleres not expressly reference patelitsat 109:25-
110:5. A party’s unexpressed intention regarding the interpretdt@iantract term is not
enforceable under California la®ee e.g., Winet, 4 Cal. 4th at 1167%haw v. Regents of Univ. of
Cal., 58 Cal. App. 4th 44, 55 (1997) (“The true intent of a contracting party is irrelevant if it
remained unexpressed.”).

The court agrees with j2 that the extrinsic evidence shows that the parhies wasleal
with any possible claims between IGC and eFax (later merging into j2) redat®@’s previous
support of eFax and IGC’s upcoming obligations to transition eFax’s custtrorargthe IGC
system to the j2 system. These circumstances are consistent with tleokiast nature of the
releasedjmited to claims “arising from or related to any past services, equipment, spftwather
assets provided by IGC to the Merger Patrtie

3. Behavior of the Rirties Subsequent to the Contract

Thesubsequent behavior of the parttes alsde used as evidence of tharties’ intent
Wolf, 114 Cal. App. 4th at 1355helton, 37 Cal. 4th at 767.

J2 directs the courto a 2002 licensing offer from EKMS, a licensing agent retained by j2
IGC. See Dkt. No. 122-7, Johnson Decl. Ex. (EKMS letter). On March 5, 200ZEKMS sent IGC
a letter offering a nowexclusive license to the '638 patent andUt&. Pat. No. 6,073,165. Mr.
Neurauter, CEO of IGC, forwarded the letter to other IGC employeegysayhthe Games
Begin.” Dkt. No. 122-7. IGC later responded directly to j2 about the EK¥& by denying
infringement of the patents amdicatingit believed the patents were invalid. Dkt. No. 122-8,

Johnson Decl. Ex. 18; Dkt. No. 122-9, Johnson Decl. EXA®'s letters also extensively

addressed an issue related totthasitionof eFax customers from the IGC system to j2’'s system,.
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Id. IGC never suggested that the Agreement giaadicense to the patents or excugsd
infringement.
j2’s position is that Mr. Neurauter’s lack of surprise that j2 would sue IGC fontpate

infringement is inconsistent with IGC’s belief that it already had a releatleefpatentdGC

argues its response ttoe 2002 license offer should be given little weight and the court should not

infer anything from the absence of a reference to the Agreement or release.

The court finds that IGC’s response to tloeriang offer is consistent with j2's

interpretation othe contractlt is clear from the letters that IGC was aware of the Agreement wien

it was responding to j2 about the EKMS letter. BGC is correct that the letter cannot conclusive
show that IG(oelievedit did nothave a license to the patentsyalidity or noninfringement are
sufficient defenses to a claim of patent infringem@&herefore the licensing offer and resporese
of limited weight in determining the intent of the parties. Howel@€ presented no evidence
about the subsequent contlatthe partieshatsupports its own interpretation.

Although the court relies primarily on the language of the contract in grantimgary
judgment to defendants, tke&trinsicevidence alssupports j2’s interpretation.

C. Effect of Any Changes in thelGC Fax-to-Email System

Because the coufihds that the contract does not release infringement claamed on
IGC'’s services provided to other parties, the court does not need to dbelther IGC’s faxto-
email system has changed since the agreement was reélohegfore, the court expresses no
opinion on whether the system has changed or what effect such changes woull thevelease

provision.

D. Deposition of Mr. Morosoff

IGC’s position at the summary judgment hearing was that ruling on the summary judgme

motion would be premature at this time because on March 20, 2014 Magistrate Judge Grewal
ordered further deposition questioning of Mr. Morosoff, j2's 30(b)(6) witness. Althoughst®uld
have filed a Rule 56(d) request in connection with its opposition to the summary judgotient, m
the court will require compliance with Judge Grewal’s order subject to aestiertsiorof the

deadline for compliance. j2 must make Mr. Morosoff available for an additional four dfours
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testimony by April 4, 2014. Based on that deposition, IGC may file a brief biyJ4p 2014 not to
exceed five pages in length supported by testimony from Mr. Morosoff thatgasgftonsideration
of the current order granting summary judgment. j2 may respond by April 18, 2014. Should the
court find that on reconsideration summary judgment should not have been granted, tatetfoal d
the contract interpretation phase will be reset for the earliest reasonable date.
lll. ORDER

For the reasons explained above the court GRAJ2B3notion for summary adjudication

on IGC’sclaimsin Case No. 12-3434 and IGC’s counterclaims IV and V in Case No. 132871

j2’s patent infringement claims have not been released

Dated: March1, 2014 Wm A@&

RONALD M. WHYTE
United States District Judge
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