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L STATEMENT OF THE NATURE AND STAGE OF PROCEEDINGS

Leader Technologies, Inc. (“Leader”) filed this action against Facebook, Inc.
{(“Facebook”) alleging infringement of U.S. Patent No. 7,139,761 (the ““761 Patent”) on
November 19, 2008. D.1 1. Discovery opened on February 17, 2009. The final date to amend
pleadings was November 20, 2009. D.I. 76. Facebook was allowed to amend its pleadings to
add a claim of false marking on December 23, 2009. D.I. 190. The Markman heming was held
on January 20, 2010 and the Court issuedré Claim Construction Order on March 9, 2010. D.1.
280-81. Expert discovery closed on May 7,2010. D.I: 319. Trial is June 28, 2010. D.I. 76.
II. SUMMARY OF ARGUMENT |

Facebook cannot provide any evidence that Leader falsely marked its Leader2Leader®
product with the specific intent to deceive the pﬁblic. A false marking claim pursuant to 35
U.S..'C § 292(a) requires that Fécebook prove (1) a marking of an unpatented article with the
wofd ‘patent’ or any word or number importing the same is_ patented (2) for the purpose of
deceiving the public. Discovery in this case is complete and there is no evidence that indicates.
that Leader acted with intent to deceive. In fact, the evidence in this case refutes any inference
that Leader had intent to deceive the public with its marking of Leader2Leader®. Mr. McKibben,
Leader’s Chief Executive Officer and inventor of the *761 patented technology, has the sole

respoﬂsibility for directing Leader’s patent marking policy. Mr. McKibben testified during his

_ No testimony, documents, or other information has been

discovered to refute that testimony. Therefore, Facebook cannot make a sufficient showing that

Leader had the specific intent to deceive the public, and thus fails to show an essential clement



for which it has the bu1;den of proof at trial. Leader respectfully requests that this Court grgnt its
motion for summary judgment of Facebook’s false marking claim because without proof of
intent there is no triable issue of material fact, thus rendering all other facts immaterial.
NI. STATEMENT OF FACTS
A. Leader Marks its Leader2Leader” Product with the “761 Patent

Leader is a small technology company based in Ohio and incorporated in Delaware. D.I.
1 at 1. Mr. Michael McKibben, founder and C.E.O., founded Leader in 1997 to develop better
solutions for large-scale collaboration. Declaration of Ryan Hopkins in Support of Plaintiff
Leader Technologies’ Motion for Summary Judgment of Facebook’s False Marking |
Counterclaim (“Hopkins Decl.”), Ex. A ai 23:5-46:23. In 1999, Leader hired Mr. J effrey Lamb
to help develop and code those ideas. Jd Mr. McKibben and Mr. Lamb. had a definite and
perrnaneﬁt idea of the complete and operative invention that would become the “761 Patent i)y
summer of 1999. Hopkins Decl,, Ex. B at 3. Mr. McKibben and Mr, Lamb realized that they
had created several new technologies and hired outside patent counsel to record and protect their
intellectual property. Leader filed its first provisional patent application on December 11, 2002.
., Ex. C. This provisional application became Leader’s first patent application and issued as its
first patent, the ‘761 Pétent. D.I. 1, Ex. A. Mr. McKibben and Mr. Lamb assigned all rights in
the ‘761 Patent to Leader. Id. |

Leader’s Leader2Leader” software is the collaboration product that emerged during the
company’s early years of research and development; however, it was not a commercially viable
platform until 2003. Hopkins Decl., Ex. A at 75:1-76:13. Leader2Leader®™ powered by the

Digital Leaderboard® engine practices the ‘761 patented technology. Hopkins Decl., Ex, D at

Second Supplemental Response to Interrogatory No. 9. _
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B. Facebook Has No Evidence of Any Intent to Deceive the Public

Facebook’s Second Aniended Answer to Complaint for Patent Inffingement, Affirmative
Defenses, and Counterclaims (“Second Amended Answer”) added a false marking counterclaim
pursuant to 35 U.S.C. § 292. D.L 190. Facebook’s false marking counterclaim alleges that
Lef:lde]@Leader® does not practice the ‘761 Patent and that Leader marks Leader2Leader® with
the “761 Patent with the intent of “deceiving the public and suppressing competition.” D.1. 190
at 6. Facebook’s entire false marking allegation lacks specificity, stating that “on information
and belief” Leader marked its Leader2Leader® product with the intent to deceive the public. Id.

Facebook cited no evidence to support its allegation. Id.

1. Facebook Served Discovery Regarding Alleged False Marking Prior
to Its Second Amended Answer and Found No Evidence of Any Intent
to Deceive the Public ‘

Facebook served three Requests for Admission, one Interrogatory, and one Request for
Production in October 2009 regarding Leader’s marking of its products prior to its Second
Amended Answer. Hopkins Decl., Ex. F (Request for Admission Nos. 21-23 at 4-5), Ex. G
(Interrogatory No. 25 at 7-8), and Ex, H (Request for Production No. 90 at 9-10). Facebook’s
Requests for Admission asked Leader to admif that no analysis was conducted regarding
marking its products and that Leader did not have a reasonable belief that Leader2Leader® is

properly marked. Id, Ex. F at 4-5. Leader denied all of these Requests,_



A Likewise, Leader identified that it had produced all responsive, non-privileged
documents in response to Facebook’s interrogatory and production request months pribr to
Facebook serving these discovery requests. Hopkins Decl., Exs. G-H.

2. Facebook Served Additioﬁal Discovery Regarding Its False Marking

Allegation and Still Found No Evidence of Any Intent to Deceive the
Public

The Court allowed Facebook to reopenr and serve limited written discovery regarding
Leader’s marking of Leader2Leader® aﬁer its Second Amended Answer. D.I. 189; see also D.I.
212. Facebook served one additional Interrogatory and one additional Request for Production.
Hopkins Decl., Ex. I (Interrogatory No. 36 at 2-3} and Ex. J {(Request for Production No. 92 at 5-
6). None of this discovery produced any neﬁr evidence or information that was not already
available to Facebook prior to filing for its Second Amended Answer. Id. Facebook had no

_evidence of any intent to deceive the public when it added this false marking claim and continues
to have no evidence to support its claim.

The deposition testimony of Leader’s employees actually undermines Facebook’s false

marking allegation. Mr, McKibben testified during his deposition that _
I i iovkins Decl., Ex. A at 246:17-251:5. Mr. McKibben testified that e

I . it futer s

_ Hopkins Decl, Ex. M. Facebook has provided no evidence to contradict

this testimony and no evidence to support its claim that Leader had intent to deceive the public,

therefore, summary judgment is proper.




IV. ARGUMENT

A. Facebook’s Only Evidence Is That Leader Has An Honest Good Faith
Belief in Its Marking Leader2Leader” with the 763 Patent

Summary judgrﬁcnt is proper because Facebook has no evidence 1o support a material
and essential element of its false marking claim, the intent to deceive. The moving party is
entitled to summary judgment if the “nonmoving party has failed to make a sufficient showing
on an eésential element of her case with respect to which she has the burden of proof.” Celotex
Corp. v. Myrtle Nell Catrett, 477 U.S. 317, 323 (1986). Facebook has the burden of proof at trial
| regarding its counterclaim of false marking pursuant to 35 U.S.C. § 292 which requires that
Facebook establish two elements:

(1) Whoever marks upon, or affixes to, or uses in advertising in connection any
unpatented article, the word “patent” or any work or number importing that the

same is patented (2) for the purpose of deceiving the public . . . [s]hall be fined
not more than $500 for every such offense.

35 U.S.C. § 292(a). Leader’s burden in this motion for summary judgment is only to
demonstrate the absence of a material element of Facebook’s counterclaim. /d. “The
threshold for successfully establishing a false marking claim pursuant to §292 is
extremely high,” because the claimant must prove that the party had the specific intent to
deceive the public into believing something that the.party knew to be false. Central
Admixture Pharmacy Servs., Inc. v. Advanced Cardiac Solutions, P.C., No. CV-00-2430-
VEH, 2006 WL 4448613, at *24 (N.D. Ala. Jan 13, 2006).af7"d (as to false marking
claims) 482 F.3d 1347 (Fed. Cir. 2007); Brose v. Sears, Roebuck & Co., 455 F.2d 763,
768-69 (5th Cir. 1972); see also Clontech Labs., Inc. V. Invitrogen Corp., 406 F.3d 1347,
1352-53 (Fed. Cir. 2005). Facebook cannot provide any evidence of the key element
under §292, the ini:ent to purposely deceive the public with its patent marking, See

Clontech, 406 F.3d at 1355. The only evidence discovered by Facebook is that Leader
5




has an honest good faith belief that Leader2Leader® practices the claims of the 761
Patent.! Id. (citation omitted).
B. False Marking Claims Require Infent to Deceive the Public

The Federal Circuit precedent for false marking clearly delineates that the “[claimant]
must show by a preponderance of the evidence that the party accused of false marking did not
have a reasonable belief that the articles weré properly marked.... Absent such pfoof of lack of
reasonable belief, no liability under the statute ensues.” Clontech, 406 F.3d at 1352-53; see also
Arcadia Mach. & Tool, Inc. v. Sturm, Ruger & Co., 786 F.2d 1124, 1125 (Fed. Cir. 1986)
(mismarking must be done for the purpose of deceiving the public). Facebook’s burden in reply
to Leader’s motion for summary judgment is to “go beyond the pleadings” and “designate
specific facts showing that there is a genuine issue for trial.” Celotex, 477 U.S. at 324.
Facebook cannot meet this burden, Facebook’s cited evidence” in support of its Second
Amended Answer relied upon its own conclusory statements and unsupported inferences. See
D1 128 at 1-6; see also D.1. 129-2 at 10-20; D.I. 146 at 8-10. Facebook served additional
written discovery regarding its false marking allegation afier its Second Amended Answer.
Facebook’s Interrogatory No. 36 requested that Leader identify each instance it had- marked any

product or service with the ‘761 Patent. Hopkiﬁs Decl., Ex. I at 2-3. Leader identified numerous

! Facebook has filed a motion for leave to amend its responsive pleading a third time to amend its
false marking counterclaim. While the amendment is currently not before the Court, this o
proposed amendment also fails to cite any evidence of an intent to deceive the public, despite
discovery being closed in this case. Therefore, even if the amendment wete permitied, it should
also be foreclosed on summary judgment because there is not intent to deceive.

2 Facebook’s only cited evidence consists of (1) out of context responses by trial counsel to
questions from the Court and (2) Leader’s Response 1o Interrogatory No. 18, attached as Hopkins
Decl., Ex; E-1. The Court specifically asked if Leader’s trial counsel could state what claims of
the ‘761 Patent were practiced by Leader2Leader®. D.I. 129-2 at 20-22. Counsel responded that
he did not know off the cuff, but could provide that answer. Id The answer was provided as
Leader’s Supplemental Response to Facebook’s Interrogatory No. 9. Facebook’s failure to
recognize privilege based objections in an interrogatory response does not infer any intent to
deccive the public.

6



documents that demonstrate its marking practices. /d. Facebook also served Request for
Pr_dduction No. 92 that asked for all documents regarding Leader’s efforts to mark any product or
service with the ‘761 Patent. Hopkins Decl., Ex. J at 5-6. Leader responded that it had already
produced éll non-privileged documents responsive to this Request. Jd. None of this discovery
produced any new evidence or information that was not already available to Facebook prior o
filing for its Second Amended Answer. /d.

Facebook cannot rely upon mere allegation or innuendo, but must provide evidence that
Leader marked its product for the purpose of deceiving the public. See Pequignot v. Solo Cup
Co., 646 F. Supp. 2d 790, 795 (E.D. Va, 2009) (Evidence that is “merely colorable” or “not
significantly probative” is insufficient to overcome a summary judgment motion regarding false
marking)(citation omitted); see also Star Sci., Inc. v. R.J. Reynolds Tobacco Co., 537 F.3d 1357,
1366 (Fed. Cir. 2008) (“the inference [of deceptive intent] must not only be based on sufficient
evidencé and be reasonable in light of that eﬁdence, but it must also be the single most
reasonable inference able to be drawn from the evidence”).. Facebook plead its false marking
counterclaim on informatidn and belief without factual support. Despite having taken additional
\a&:itten discovery and depositions, Facei:ook still cannot go beyond the pleadings and provide
specific facts that aré sufficient to establish the requisite intent to deceive. Instead, the provided

discovery and the deposition testimony of Leader’s employées demonstrate that Leader had a

reasonable belief that it properly marked Leader2Leader® _

C. The Advice of Leader’s Counsel Negates Any Inference of an Intent to
Deceive the Public with its Marking Policy

Reliance on the advice of counsel has been found to negate the inference of intent to

deceive the public. See Forest Group, Inc. v. Bon Tool Co., No. U-05-4127, 2008 WL 2962206,



at *5 (S.D. Tex. July 29, 2008); see also Arcadia Mach, & Tool, Inc. v. Sturm, Ruger & Co., Inc,,
No. CV 84-5197, 1985 WL 5181, at *1-2, 4 (C.D. Cal. June 25, 1985) (granting summary

judgment based on lack of intent to deceive the public, in part, based on reliance on the advise of

counsel). Mr. McKibben’s deposmon testlmony_

. _Hopkins Decl., Ex. A at 246:17-24; see also Clontech, 406 F.3d at 1352

(the inference of an intent to deceive is rebuttable).
Mr. McKibben ‘was responsible for developing and implementing Leader’s patent
marking policy pursuant to the advice and analysis of counsel. Mr. Lamb, co-inventor of the

761 Patent, former employee, and part of the Leader2Leader® design and programming team,

_See D.L 1, Ex. A (761 Patent); see also Hopkins

Decl., Ex. K at 30:7-31:18, 51:21-54:2, and 121:7-123:24, Mr. Timothy Fathbruckner, also a

former employee of Leader, testified at his deposition that _
_ Hopkins Decl., Ex. L at 117:16-118:21.

None of the deposition testimony of Leader’s employees supports an inference that
Leader “did not have an honest good faith belief in marking its products.” Clontech, 406 F.3d at
1355; see also Brose, 455 F.2d at 768-69. Afier more than fifteen months of extensive
discovery, Facebook has no evidence th) contradict Mr. McKibben’s testimony. Facebook cannot
rely on the “mere speculation that a jury might perhaps conclude that [Leader’s} employees are
being disingenubus” with regard to Leader’s marking policy. Bibow v. American Saw & Mfg.

Co., 490 F. Supp. 2d 128, 129 (D. Mass. 2007). Such a bald assertion of the required intent to

= =]




deceive “falls far short of sufficient evidence to survive summary judgment in a case 1blrough‘t
under §.‘292.” Id.; see also Genlyte Thomas Group LLC v. Nat'l Serv. Indus., Inc., 262 F. Supp.
2d 753, 756 (W.D. Ky. 2003 ){citation omitted). Summary judgment is proper because Facebook
has no evidence to establish that Leader had the requisite intent to deceive the public and
therefore fails to establish an essential element of its counterclaim. Celorex, 477 U.S. at 317.
V. CONCLUSION

Leader fespectﬁllly requests this Court grant its motion for summary judgment of

Facebook’s false marking counterclaim.
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