UNITED STATES DISTRICT COURT
MIDDLE DISTRICT OF FLORIDA
TAMPA DIVISION

INDUSTRIAL ENGINEERING &
DEVELOPMENT, INC..et al,

Plaintiffs,
V. CaséNo. 8:12-cv-691-T-24-MAP

STATIC CONTROL COMPONENTS,
INC.,

Defendant.
/

ORDER
This cause comes before the Court on a Motion for Summary Judgment filed by Plaintiffs
Industrial Engineering & Development Incnnlovative Cartridge Techrmgies, Inc., Cartridge
Corporation of America, Inc., American &ging Cartridge, LLC, and Universal Imaging
Holdings, LLC. (Dkt. 153) Defendant Sta@ontrol Components, Inc. opposes. (Dkt. 177) A
hearing on Plaintiffs’ motion was held on August 12, 2014.
l. BACKGROUND

A. Patents-in-Suit

This patent case relates to printer chips usedmanufactured toneartridges to enable
printer-cartridge interoperation. Steven Millehe president or managing member of each
Plaintiff, (Dkt. 133), is the inugtor or co-inventor of Plairffs’ patents-in-suit, which teach
systems or methods for enabliagremanufactured printer toneartridge to operate with a
plurality of different printers. Each of Plaintiffgatents-in-suit is a continuation of U.S. Patent

No. 7,136,608 (“the ‘608 patent”), titled “Remdnla Toner Cartridge Universal Adaptér.”

1 The ‘608 patent’s filing datis December 19, 2003, and publication date is November 14, 2006.



U.S. Patent No. 7,286,774 (“the ‘774 patenti)led “Universal Pnter Chip,” is a
continuation-in-part of the ‘608 patent. U.S. Patent No. 7,187,874 (“the ‘874 patent”), titled
“Toner Cartridge Having A Printer-Detecting Unisgal Printer Chip,” is a divisional application
claiming the benefit of the ‘60fatent. U.S. Patent N0.3B6,279 (“the ‘279 patent”), titled
“Universal Imaging Cartridge,” is a continuatiof the ‘774 patent. U.S. Patent No. 7,221,886
(“the ‘886 patent”), titled “Electrical connections forraiit boards on universal toner
cartridges,” is a divisional appition claiming the benefit of thiding date of the ‘608 Patent.
U.S. Patent No. 7,551,859 (“the ‘859 patent”)lett “Multiple Region Printer Chip,” is a
continuation-in-part of the ‘77gatent and the ‘874 patent.

Similarly, Static’s patents-in-suit teach sysis and methods for printer cartridges that
operate with multiple types of printers. UFatent No. 7,088,928 (“the ‘928 patent”), and its
continuation, U.S. Patent No. 7,254,346 (“the ‘péient”), are titled “Systems and Methods for
Universal Imaging Components.”

B. Prior Litigation

In 2004 and 2005, before the issuance of theens-in-suit, Stat sued Miller and
several entities related to Miller fointer alia, copyright infringement. (Dkt. 153-5) Static
alleged Miller copied Static’s computer cofie printer chips intended for use with Lexmark
T520/522 and T620/622 printer cartridges.ld.)( These lawsuits were consolidated and
transferred to the Middle Birict of Florida in 2008.

In March 2007, when several of Plaintiffs’ aBtatic’'s patents-in-suhad been filed or

had issued, the parties began settlement tisigms. On November 26, 2007, the parties to

2 Static Control, Inc. v. Intersolution Ventures, et Alo. 1:04-cv-00443-FWB (M.D.N.C.), and
Static Control, Inc. v. Miller et alNo. 1:05-cv-401 (M.D.N.C.).
3 Static Control, Inc. vintersolution Ventures, et.aNo. 8:06-CV-1364 (M.D. Fla.).



Static’s lawsuit, along with each Plaintiff this lawsuit, executed a settlement agreement. On
the same day, Static and Plaintiffs executedoas:zlicense agreement for the issued patents-in-
suit} which was consideration for, andegral to, the settlement agreement:
In consideration for this Settlement Agreement and Release, and as an integral
part hereof, the Parties hathes day, contemporaneowusth the execution of this
Agreement, executed a Cross Licendgreement of certain patents and
technologies, a copy of whichastached heretas Exhibit 3.
(Settlement Agmt. 1 3.1) Pursuant to the crosmbe agreement, Plaintiffs granted Static a non-
exclusive, royalty-baring license to pctice certain technody that infringes on Plaintiffs’ ‘774,
‘874, and ‘886 patents or any patetdiming priority to those pates. (License Agmt. T 2.1.2)
Static likewise granted Plaiffs a non-exclusive, royalty-beag license to practice certain
technology infringing on Static©28 and ‘346 patents.Id. § 2.1.1)
Further, the cross-license agreement contains-challenge clausproviding that “[n]o
party shall file an action contesirthe validity of patent rights. . owned by the other party.”

(Id. 1 2.2.6)

C. Procedural History

On March 30, 2012, Plaintiffs initiated this lawsuit by filing a one-count complaint
alleging that Static breached the cross-licenseemgent by failing to pay royalties. (Dkt. 1)
Static answered and asserted salvaffirmative defenses allegingyter alia, that Plaintiffs’
patents-in-suit are “invalid for failure to satisbne or more of theonditions of patentability
specified in Parts Il or 11l of Title 35 of the ilad States Code” (second affirmative defense) and
unenforceable because Plaintiffs paid small emigyntenance or issue fees despite knowing that

large entity fees were due (foudfirmative defense). (Dkt. 25ge alsdkt. 91)

4 By November 26, 2007, Plaintiffs’ ‘774, ‘874nch ‘886 patents and Static’s ‘928 and ‘346
patents had issued.



Static also alleged multiple counterclaim$tatic’s first counterlaim for declaratory
judgment alleges that Static has not infringed\aadid claims of the patds-in-suit. (Dkt. 91 1
17-20) Specifically, Static alleges there is stigiable controversy concerning the validity of
claim 53 of the ‘874 patent, claim 10 of the ‘27&ent, and claim 28 ¢ie ‘859 patent. Iq.) In
its second counterclaim for breachtbe cross-license agreementattt alleges that Plaintiffs
breached the cross-license agreement by impsopssigning the ‘859 patent and licensing the
patents-in-suit to third partiesld( 1 21-39) Its third countglaim for breach of warranty
alleges that Plaintiffs’ breachdbe cross-license agreement’sriagaty that “Miller conceived,
invented and developed” the licensed technology because “Miller knew he did not conceive of at
least one claim in the ‘874 Patent, a claim tor&idge chip that would work in multiple brands
without usinga switch.” (d. 11 41, 44) Its fourtbounterclaim for unenfoeability alleges that
Plaintiffs’ patents-in-suit are unenforceable beeaBfaintiffs paid small entity maintenance or
issue fees despite knowing thatetharge entity fees were due.ld.( 1Y 47-61) Its fifth
counterclaim for unenforceability alleges that Riffsfailed to pay the proper maintenance fees
to the United States Patent & Trademark OffifeTO”), and asserts Stals right to pay the
proper fees and obtain ownershipRi&intiffs’ patents-in-suit undehe cross-license agreement.
(Id. 11 47-61)

Plaintiffs moved to dismiss Ste's first, third, and fourthcounterclaims and to strike
Static’s second and fourth affirmative defensesitending these were invalidity challenges that
were barred by the cross-license agreement’s atlettye clause. (Dkt. 30) Static responded
that the no-challenge clause wasdvander the public policy set forth iear v. Adkins 395
U.S. 653 (1969), because the cross-license agreéenannot part of an agreement to settle

patent litigation. (Dkt. 33) &tic also argued that the terms of the no-challenge clause, if



enforceable, did not bar any of its affirmatidefenses and counterctes. The Court denied
Plaintiffs’ motion to dismiss rad strike, finding it requirecconsidering isses outside the
pleadings and should instead be resolved at summary judgment. (Dkt. 46)

In May 2013, despite maintainintg position that patent validity challenges were barred,
Plaintiffs filed an amended complaint to addunt Il, seeking a declaratory judgment that
Static’s ‘928 and ‘346 pames are invalid. (Dkt. 86)Following briefing and twaMarkman
hearings, the Court issued claomnstruction orders construing pliged terms in Plaintiffs’ ‘874,
‘279, and ‘859 patents, and Static’s ‘9@8d ‘346 patents. (Dkts. 111, 113, 117)

In March 2014, Static moved to dismiss colinbf Plaintiffs’ amended complaint for
lack of subject matter jurisdiction, which th@ourt denied. (Dkts. 127, 238) In May 2014,
Plaintiffs filed a motion for summary judgntems to several claims, counterclaims, and
affirmative defenses, arguing that:

e The cross-license agreement’'s no-challengaisg is enforceable and therefore bars
Static’s first, third, and fourth counteratas, Static’s second and fourth affirmative
defenses, and count Il of Plaintiffs’ amended complaint;

e Summary judgment should be granted asStatic’s fourth counterclaim and fourth
affirmative defense, because Static cannov@Plaintiffs knowing} defrauded the PTO;

e Summary judgment should be granted as tac&difth counterclaim, because Plaintiffs
paid the proper maintenance fee;

e Allegations regarding the ‘77d4nd‘886 patents should be dismissed for lack of subject
matter jurisdiction;

e As to count | of Plaintiffs’ amended complgithe Court should find that Static’s multi-
brand cartridge chips—LT640, LT630, LT688nd LX 342 (the “accused chips”)—
infringe claim 53 of the ‘874 patent; and

e As to count Il of Plaintiffs’ amended compi& (in the event the @urt finds that the no-
challenge clause is unenforceable uridear), the Court should find claim 8 of the ‘928
patent and claims 1, 7, and 16tlé ‘346 patent are invalid.

(Dkt. 153)



I. STANDARD OF REVIEW

Summary judgment is appropridié the movant shows that there is no genuine dispute
as to any material fact and th@want is entitled to judgment asmatter of law.” Fed. R. Civ. P.
56(a). The Court must draw aliferences from the evidence in the light most favorable to the
non-movant and resolve all reasonable doubts in that party’s f®em.Porter v. Rayl61 F.3d
1315, 1320 (11th Cir. 2006) (citation omitted). eTimoving party bearthe initial burden of
showing the Court, by reference to materialsitm that there are no gema issues of material
fact that should be decided at tridee id. When a moving party hasscharged its burden, the
non-moving party must thego beyond the pleadings and, by ibwn affidavits, or by
depositions, answers to interrogatories, and admissions on file, designate specific facts showing
there is a genuine issue for trial.
II. DISCUSSION

A. No-Challenge Clause

Plaintiffs contend the cross-license agreensemd-challenge clause bars Plaintiffs’ count
Il, Static’s first, third, and fourth counterafas, and Static’s second and fourth affirmative
defenses. Plaintiffs argue that the clause baingr party from challenigg the validity of each
others’ patents, and thatetttlause is enforceable undezar v. Atkins, 395 U.S. 653 (1969),
because the cross-license agreement is paah aigreement to settle prior litigation between
Static and Miller.

Static responds that the no-challenge stais unenforceablehecause: (1) the no-
challenge clause is part ofstand-alone license agreement, not a settlement agreement; and (2)

the settlement agreement resolveah-patent litigation, not patetitigation. Futher, Static



argues that even if the no-challenge clauseendorceable, its affirmative defenses and
counterclaims are not barred under the terms of the clause.

1. Enforceability of the No-Challenge Clause

Prior toLear, courts generally prevésd licensees from denyirtge validity of licensed
patents under the doctrioé licensee estoppel. “The theampderlying this doctrine was that a
licensee should not be permitted to enjoy theefies of the agreement while simultaneously
urging that the patent forming the basis of the agreement is vBldX-Foot, Inc. v. CRP, Inc.,
238 F.3d 1362, 1368 (Fed. Cir. 2001).

In Lear, the United States Supreme Courtogfated the licenseestoppel doctrine,
holding that “the important public interest permitting full and free competition in the use of
ideas” outweighed “the technicedquirements of contract docte.” 395 U.S. at 670. “Under
Lear, a licensee of a patent is restopped from challenging the ity of the licensed patent by
virtue of the license agreementBaseload Energy, Inc. v. Rober6l9 F.3d 1357, 1361 (Fed.
Cir. 2010).

In subsequent cases, thedBeral Circuit identified situations where, despitear, a
licensee could not challenge thalidity of licensed patenfs.In Flex-Foot the Federal Circuit
distinguishedLear, noting that the license agreementLigar was neither created as part of a
litigation settlement nor “accompanied by[] anyomise by the licensee not to challenge the
validity of the patent.” 238 F.3d at 1368. Thesstinguishing facts were meaningful because

they implicated “the strong publicterest in enforcing settlementsid. at 1370;see also id.

® Federal Circuit law applies to issues regagdihe enforceability athe no-contest clauseSee
Flex-Foot, Inc. v. CRP, Inc238 F.3d 1362, 1365 (Fed. Cir. 20q1W]hether public policy
precluding patent license estoppel should retéo a waiver of Mality challenges in a
settlement agreement| ] is intimately related with the substance of enforcement of a patent right.
Therefore, we will apply our law to these issues.”).



(“Upholding the terms of settleent agreements encouragpatent ownersto agree to
settlements and promotes judicial economy.”Determining that the use-of-ideas policy
articulated inLear must yield to the policy of enforcing settlemenfex-Foot held that a
licensee’s clear and unambiguous waiver of the right to clgaleghe validity of licensed
patents—if entered into as part of an agreement to settle litigation—would contractually estop
the licensee from challenging the licedgmtent’s validity in the future:

Once an accused infringer has challenged patent validity, has had an opportunity

to conduct discovery on validigsues, and has electedvimuntarily dismiss the

litigation with prejudice under a settlemt agreement containing a clear and

unambiguous undertaking not to challengdidity and/or enforceability of the

patent-in-suit, the accused infringer isntractually estopped from raising any
such challenge in any subsequent proceeding.

Here, Static contends the no-challenge clags@ot part of an agreement to settle
litigation, because the clause appein the cross-licenssgreement, which is separate from the
settlement agreement. The Court disagredst only were the settlement and cross-license
agreements executed contemporaneously, it settlement agreement also expressly
incorporates the cross-licenseregment. (Settlement Agmt. § 3.1) Further, the settlement
agreement states that the cross-license agréemsenconsideration for the parties’ settlement
agreement. Id.) Thus, the cross-license agreement’s no-challenge clause was part of Static’s
agreement to settle its litigation against Miller.

Static also contendRates Technology Ina. Speakeasy, Inc685 F.3d 163 (2d Cir.
2012) shows that the no-challeng@use is not part of a detinent agreement and therefore
unenforceable underear. ButRatesis factually distinguishable from this case. The parties in
Ratesentered into an agreement containing a ndlehge clause prior to any litigation. 685

F.3d at 171-73. The Second Circuit declinedottow the Federal Circuit decisions upholding



no-challenge clauses basadthe strong public interest settling litigation. Id. at 172. Ratesis
inapplicable where, as heregtho-challenge clause was part of an agreement to settle ongoing
litigation.

Next, Static argues that the -oballenge clause is unenfeable because in this case,
unlike Flex-Foot patent infringement or invalidity issu@gere not litigatedn the prior settled
lawsuit. But the Federal Circuit has explainédt, “even if invalidity claims had not been
previously at issue and had riden actually litigated” in the lawsuit underlying the settlement
agreement, contracal estoppel unddflex-Footcould still apply. Baseload 619 F.3d at 1363;
see alsd?anduit Corp. v. HellermannTyton Coy2004 WL 1898954, at *8N.D. Ill. Aug. 11,
2004) (enforcing a settlement’s no-chatie clause even where all of thlex-Footfactors were
absent, finding that “the Fedé@ircuit did not list the [Flex-Foo{ factors to serve as a ‘test’ for
use in future litigation”).

Notably, at the time the settlement andssricense agreement was drafted and executed,
Flex-Foot had already establishedatha no-challenge clause tered in connection with a
settlement of litigation would be enforceable. dettling its litigation over its printer chips,
Static could have preserved its right to chaliengithout limitation, the validity of the licensed
patents. But Static instead agreed that tlssslicense agreement and its no-challenge clause
would be consideration for, and a part of, settlement agreement.  Under Federal Circuit
precedent, the no-challenge clause is enforceable.

2. Scope of the No-Challenge Clause

The Court must next determine whethdre no-challenge clause’s “clear and
unambiguous” terms bar Plaintiffsbunt Il, Static’'s second anddrth affirmative defenses, and

Static’s first, third, and fotin counterclaims. The no-challenge clause states in full:



Patent Validity. No party shalile an action contesting the validity of patent
rights with respect to the dchnology owned by the othparty. Nothing in this
provision shall prevent eign party from raising is®s that may reflect on the
validity of the other’s patestin a defense of their owpatent rights. Likewise,
nothing in this provision shall prevent esthparty from raising issues that may
reflect on the validity of th other’s patents in respondito office actions in the
prosecution of their own patents, or irfelaing their own patergositions in any
proceeding in the U.S. Patent Office or courts.

(License Agmt. § 2.2.6) (emphasis added).

The parties primarily dispute hote interpret the languagefile an action.” Plaintiffs
interpret this language as barring a party friding “an independent cause of action seeking
affirmative relief.” (Dkt. 153 at 12 n.7)According to Plaintiffs, this mearthe following are
barred: count Il of Plaintiffs’ amended complairStatic’'s second and fourth affirmative
defenses, and Static’s secondrdhand fourth counterclaims.

Static appears to interpret “file an actioa$ solely barring a party from initiating
litigation regarding patent invality, and would not bar affirmative defenses or counterclaims
raised in a defensive posture. Static alsoamwdg a counterclaim is not an action, but a claim
within an action. Static argudsat it did not violate the nohallenge clause, because it did not
initiate this litigation by filing a declaratory judgent claim challenging the validity of Plaintiffs’
patents; rather, it filed its affirmative defenses and counterslaifter Plaintiffs initiated this
lawsuit for unpaid royalties.

The Court agrees with Plaintiffs that a reasd@anterpretation of “file an action” is “file
an independent cause of action seeking affirmative relief.” Under this interpretation, a licensee
is barred from filing a claim ocounterclaim challenging the valy of the licensed patents or
the patent rights owned by a party. The Courtgiesas with Static’s interpretation of “file an
action,” which essentially limits the clause asriog a plaintiff frominitiating litigation by

filing a declaratory judgment claim of patent invalidity. If the parties had intended to limit the

10



clause to barring the initiation of litigation, theguld have expressly ed the language “initiate
litigation”—as they did in another clause govamthe enforcement of their patents against
possibly infringing competitors. See License Agmt. § 2.5.3.1 (“Either party may initiate
litigation against infringers . ..”). Similarly, if the parties had intended to limit the clause to
barring declaratory judgment claims of patemalidity, the clause wodlnot have included the
broader language—*“actiaontesting the validity of patent rights.”

However, the Court disagrees with Plaintiffs’ apparent position that “file an action”
encompasses affirmative defenses. Unlike a ctaicounterclaim, an affirmative defense is not
an independent cause of action seeking affirmative relief. And while accused infringers often
assert patent invalidity as both an affirmativéedse and a counterclaitihere is a distinction
between the two forms. Unlikea counterclaim, an affirmaivdefense is dependent on the
plaintiff's claim and would be moot if the plaintiff's claim is dismissed or resolved in the
defendant’s favor. See Wireless Ink Corp. v. Facebook, |69 F. Supp. 2d 318, 338-39
(S.D.N.Y. 2013) (“[W]here, as here, the issue of invalidity is raised solely as an affirmative
defense, rather than as a counterclaim foradatdry judgment, a distti court’s resolution of
the invalidity issue after a finding of non-infringent constitutes unnecessary dicta, if not, in
certain circumstances, reversible error.’$jlicon Graphics, Inc. v. ATl Techs., Inc
2011WL322664, at *3 (W.D. Wis. Jan. 31, 2011) (&difference between a counterclaim and
an affirmative defense is that resolution of aiptiff's claim in favorof a defendant always
moots the affirmative defense . . ..”). Thus,emithe terms of the cross-license agreement’s no-
challenge clause, claims and counterclaims exiimtg the validity of tb other party’s patent
rights are barred; affirmative defenses are ridaving interpreted the no-challenge clause, the

Court rules as follows:

11



a. Count Il of Plaintiffs’ Amended Complaint
Plaintiffs admit that they filed count Il dheir amended complaint—a cause of action
seeking a declaratory judgment that Static’s patents-in-suit are invalid—in the event the cross-
license agreement’s no-challenge clause is found to be unenforceablé eadem the event
the no-challenge clause is foundlde enforceable, however, Riaifs contend count Il should
be dismissed because the no-challenge clauseHsafiing of any cause of action contesting the
validity of the other party’s patentsThe Court agrees. Accordingli?laintiffs’ motion for
summary judgmerns granted as to count Il of Plaintifismended complaint because it is barred
by the no-challenge clause.
b. Static’s First Counterclaim
Static’s first counterclaim is a cause of actgeeking a declaratojydgment that Static
is not infringing on a valid patent. (Dkt. 91 11 17-18milar to Plaintiffs’ count I, Static’s first
counterclaim is barred because it is a causetmacontesting the validity of Plaintiffs’ patents-
in-suit. Accordingly,Plaintiffs’ motion for summary judgmens granted as to Static’s first
counterclaim because it is barred by the no-challenge clause.
c. Static’s Third Counterclaim
In its third counterclaim, Static alleges Pl#is breached the cross-license agreement’s
warranty that Miller “conceivednvented and developed the MitlTechnology.” (Dkt. 91 1 41)
Plaintiffs argue that the no-challenge clauseslibe third counterclaim because it contests the
validity of Plaintiffs’ patents. Specifically, &htiffs contend the third counterclaim is, in
substance, challenging the pats validity under 35 U.S.C§ 102(f), which provides that a
person shall not be entitled tgpatent if “he did not himselhivent the subject matter sought to

be patented.” See Pannu v. lolab Corpl55 F.3d 1344, 1353 (Fed. Cir. 1998) (improper

12



inventorship under 8§ 102(f) renderadpatent invalid). Imesponse, Static sexts that the third
counterclaim is a claim for breach of warranty, not patent invalidity.

The Court agrees with Plaintiffeat Static’s third counterclaim is a cause of action that is
based on a challenge to the validity of Plaintiffatents. As explained above, the no-challenge
clause is not limited to a claim seeking a declaygtmigment of patent invalidity. Static’s third
counterclaim is based on Statielegation that “Mille observed that Lexmark print chips had
the ability to work in other brand printers andllgh did not invent thisdature,” and that “Miller
knew that he did not conceive of . . . a claim to a cartridge chip that would work in multiple
brands without using a switch.” (Dkt. 91 § 44lhis is substantively the same as Static’s
arguments regarding the invatidof Plaintiffs’ patents.See, e.g.Dkt. 164 at 18 (arguing claim
53 of the ‘874 patent is invalidebause “Lexmark . . . sold chips that would work in more than
one brand of printer more than a year before the priority date of this patén#);20 (arguing
claim 53 of the ‘874 patent is invalid to the exténtovers chips thatvork in more than one
brand without a user turning a switchitientify the brand). AccordinglyRlaintiffs’ motion for
summary judgmenis granted as to Static’s third coartlaim because it is barred by the no-
challenge clause.

d. Static’s Fourth Counterclaim

Static’s fourth counterclaim alleges thataiftiffs’ patents-in-suit are unenforceable
because they paid small entity maintenancessua fees despite knowingatiarge entity fees
were due. Plaintiffs do not phain how this counterclaim, wdh contests the enforceability—
not validity—of Plaintiffs’ patents, falls whin the scope of the no-challenge clause.
Accordingly, Plaintiffs’ motion for summaryuggment is denied aso Static’'s fourth

counterclaim.
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e. Static’'s Affirmative Defenses

As explained above, the no-challenge skudoes not bar affirmative defenses.
Accordingly, Plaintiffs’ motion fosummary judgment is denied tasStatic’s second and fourth
affirmative defenses.

The Court notes that, at the summary judginexaring, Plaintiffs’ counsel advanced a
new argument regarding Static’'s second affirneatiefense (alleging Pleiffs’ patents-in-suit
are invalid). Specifidy, Plaintiffs’ counsel argued thahe second affirmative defense fails
because it is not a valid defense to Plairitifieach of contract claim for royalties under the
cross-license agreement. Acdoglto Plaintiffs, pursuant teection 2.1.9 of the cross-license
agreement, only a finding of invalidity by a courdwd release Static from its obligation to pay
royalties. Seelicense Agmt. {1 2.1.9 (a finding that atgra claim is “exped, invalid or
unenforceable” shall relieve the licensee of its @lign to pay royalties fathe practice of that
patent claim). Plaintiffs’ coumr$ asserted that there hasbeno such finding, and therefore
Static cannot avoid its contractuabligation to pay royalties (despite Static’s assertion that
Plaintiffs’ patents are invalid). However, theu@bdeclines to considétlaintiffs’ new argument
at this time, because it was neither briefadeither party’s summary judgment brief nor
addressed by Static’s counsel at the summarynjedd hearing. To the tent Plaintiffs intend
to argue this at trial, the parties may submit toiafs (prior to trial) providing their respective
positions and legal arguments for the Court’s consideration at trial.

B. Static’s Fifth Counterclaim

Plaintiffs move for summary judgment a® Static’'s fifth counterclaim for
unenforceability. In response, Static concedesttimissue raised by the fifth counterclaim is

moot because Plaintiffs have now paid thrge entity fees. (Dkt. 177 at 18 n.8)

14



Accordingly, Plaintiffs motion for summary ggment is granted as to Static’s fifth
counterclaim.

C. Subject Matter Jurisdiction: Plaintiffs’ ‘886 and ‘774 Patents

Plaintiffs contend the Court lacks subjectttaa jurisdiction over Static’s claims that
Plaintiffs’ ‘886 and ‘774 patents aravalid, non-infringing,or unenforceabl®. Plaintiffs argue
that no case or controversy exists because Hfaiftave not alleged th&tatic infringes on
those patents.

Static responds that it agrees that suljeatter jurisdiction does not presently exist, and
asserts that its claims regarding the ‘886 and patents should be dismissed for the reasons
stated in its motion to dismiss count Il of Pldist amended complaint regarding the validity of
Static’s ‘928 and ‘346 patents. B8tatic then asserthat, if the Court dees Static’s motion to
dismiss Plaintiffs’ count I, the Court shouldsaldeny Plaintiffs’ motion for summary judgment
as to Static’s claims regang) the ‘886 and ‘774 patents.

The fact that the Court has subject majieisdiction over Plaintiffs’ claims regarding
Static’s patents is irrelevant to the Court’s gdiction over Static’s clais regarding Plaintiffs’
patents. Because Static agrees that subjatter jurisdiction does not presently exist over its
invalidity, non-infringement, and unenforceability claims regarding the ‘886 and ‘774 patents,
Plaintiffs’ motion for summary judgmerd granted as to those claims.

D. Static’s Fourth Counterclaim and Fourth Affirmative Defense

Plaintiffs move for summaryupggment as to Static’s fourttounterclaim and affirmative
defense, which allege that Plaintiffs’ pateimssuit are unenforceable because they defrauded

the PTO by paying small entity fees, avhlarge entity fees were due.

6 Allegations regarding the ‘886 and ‘774 pateappear in Static’s first, second, and fourth
affirmative defenses, and stati¢isst and fourth counterclaims.
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Specifically, Static alleges Plaintiffs weregrared to file as a large entity and pay large
entity fees for the licensed teats because Static employsrmahan 500 employees. Static
alleges that despite knowing this, Plaintiffiefrauded the PTO by srepresenting that it
gualified as a small entity and paying small entity fees.

Plaintiffs and Static agree that a claim for inequgalbnduct requires clear and
convincing evidence that “a specific individual Kilew of the withheld material information or
the falsity of the material misrepresentati@amd (2) misrepresented this information with a
specific intent to deceive the PTOExergen Corp. v. Wal-Mart Stores, In&75 F.3d 1312,
1329 (Fed. Cir. 2009). However, they disputeethler Miller knew large entity fees were due
because Static employed more than 500 peoplpon review of theecord, the Court finds
genuine issues of matarifact exist which preclude summaugdgment. Accordingly, Plaintiffs’
motion is denied as to Static’s foutbunterclaim and affirmative defense.

E. Count | of Plaintiffs’ Amended Complaint

Plaintiffs move for summary judgment as ¢ount I, seeking dinding that Static’'s
Lexmark LT640, LT630, LT644 and LX342 chips (“the accused chips”) infringe claim 53 of the
‘874 patent, and therefore are rtiyebearing under theross-license agreentenSpecifically,
Plaintiffs contend Static indgctly infringes under 35 U.S.& 271(b) (induced infringement)
and 35 U.S.C. 8271(c) (contributory infringemerigcause Static instructs its customers to
attach the accused chips to printartridges, which necessarilyreictly infringes claim 53. In
response, Static argues that the accusedsct@ not infringe beese: (1) they do not
communicate a “correct value” to ethprinter, and (2) Plaintiffs entered into a settlement
agreement with Lexmark in which Plaintiffskaowledged that the ‘874 patent does not cover

certain Lexmark chips, and the accused chips are the same as those Lexmark chips.
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1. Legal Framework: Infringement

A determination of infringem# is a two-step proces®Vright Med. Tech., Inc. v.
Osteonics Corp.122 F.3d 1440, 1443 (Fed. Cir. 1997). The first step is claim construction,
which is a question of law to be determined by the coldt.The second step is determining
whether a particular device infges a properly constrdeclaim, which is generally a question of
fact. 1d. The patentee has the burden of proving infringenmidedtronic, Inc. v. Mirowski
Family Ventures, LLC134 S. Ct. 843, 846, 849 (2014).

Infringement may be direct or indirect. poove direct infringema of claim 53 of the
‘874 patent, Plaintiffs must estiish by a preponderance of thedmnce that claim 53 reads on
the accused chips “literally or undiae doctrine of equivalents.”Cross Med. Products, Inc. v.
Medtronic Sofamor Danek, Inc424 F.3d 1293, 1310 (Fed. Cir. 2005¢e also35 U.S.C. §
271(a)! “Literal infringement require that each and every limitatiset forth in a claim appear
in an accused productfrank’s Casing Crew & Rental Tools)c. v. Weatherford Int'l, Inc389
F.3d 1370, 1378 (Fed. Cir. 2004). “Summary judgnwnthe issue of infringement is proper
when no reasonable jury could find that everngitation recited in a properly construed claim
either is or is notdund in the accused device[[PC Connector Solutions LLC v. SmartDisk
Corp,, 406 F.3d 1359, 1364 (Fed. Cir. 2005).

There are two forms of indirect infringent—induced infringement under § 27£(ahd

contributory infringement under § 271%e}both of which “depend[] upothe existence of direct

" “IW]hoever without authority makes, uses, offessell, or sells any pented invention, within

the United States or imports into the United States any patented invention during the term of the
patent therefor, infringesdhpatent.” 35 U.S.C. § 271(a).

8 “Whoever actively induces infringement of a patsimll be liable as an infringer.” 35 U.S.C. §
271(b).
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infringement.” Joy Techs., Inc. v. Flakt, In® F.3d 770, 774 (Fed. Cir. 1998ennett Marine,
Inc. v. Lenco Marine, Inc.549 F. App’'x 947, 957 (Fed. Cie013) (reversing judgment of
induced infringement where the wb reversed the finding of mict infringement). Induced
infringement requires showing that: (1) thdras been direct infringement, (2) the accused
infringer’s actions induced the infringing actmd (3) the accused infringer knew, or should
have known, that its actionsowld induce actual infringementujitsu Ltd. v. Netgear Inc620
F.3d 1321, 1331 (Fed. Cir. 201@SU Med. Corp. v. IMS Co., Ltdt71 F.3d 1293, 1303-06
(Fed. Cir. 2006). Contributorynfringement requires shoag that: (1) there is direct
infringement, (2) the accused infringer had knowledge of the patent, (3) the component has no
substantial noninfringing uses, and (4) the compbme a material part of the inventiorbee
Fujitsu, 620 F.3d at 1326.

2. Claim 53 of the ‘874 Patent

The ‘874 patent, titled “Tone€Cartridge Having A PrinteDetecting Universal Printer
Chip,” primarily teaches various features opnter cartridge which enables the cartridge to
operate with different printer families and bds. Claim 53, a “brandaim,” discloses:

53. A toner cartridge adapted to fit withirianer cartridge-receivingavity of a printer,
comprising:
a waste bin;
a hopper;
a circuit board disposed to engageetgctrical communicadtn means within the
toner cartridge-receiving cavity of aiier belonging to a brand of printers;
a signal receiving means assoethtvith said circuit board;
said signal receiving means associatedth data for printer-cartridge
interoperation with a platity of printer brands;

% “\Whoever offers to sell or sells within the Ust States or imports into the United States a
component of a patented machine, manufacttwebination or composition, or a material or
apparatus for use in practicing a patented proaessstituting a materighart of the invention,
knowing the same to be especially made or espeadapted for use in an infringement of such
patent, and not a stapdgticle or commodity of commerceitable for substaml noninfringing
use, shall be liable @scontributory infringef. 35 U.S.C. § 271(c).
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said signal receiving means adapted tmcwnicate the correct value for printer-
cartridge interoperation to the printer.

‘874 Patent, col. 33,rie 39-col. 34, line 10.

In its Markmanorder, the Court construed “sigm&ceiving means” under the means-
plus-function analysis, finding that the “printeontroller electronics or universal printer chip”
was the corresponding structure for the followtag functions: (1) redee a signal; and (2)
communicate the correct value for printer-cartridigieroperation to the printer. Further, the

Court construed “brand” as “the name under which a printer is satd|”“correct value” to
mean “correct data.”

3. The Accused Chips

Plaintiffs assert that the accused chipsetmeach limitation disclosed in claim 53.
However, the Court finds that Plaintiffs have ¢t their initial burden of providing evidence
showing the accused chips meet at least otigedfmitations in claim 53 and therefore summary
judgment is inappropriateSee First Years, Inc. v. Munchkin, In875 F. Supp. 2d 1002, 1020
(W.D. Wis. 2008) (denying the plaintiffs’ motidor summary judgment of infringement where
they failed to provide “evidence that defendant’'s product ewsth claim limitation”).
Specifically, Plaintiffs contenthe limitation—"signal receiving eans associated with data for
printer-cartridge interoperationitiv a plurality of printer brands—is met because “[t|he accused
chips contain data in a programmable memory pleaimits the printer cartridge to interoperate
with a plurality of printer brands.” (Dkt. 153 28) But Plaintiffs fail to provide evidence that

the accused chips contain data permitting intewatmen with a plurality of printer brands.

Plaintiffs primarily rely on Miler’'s declaration. That deckdion states that the accused
chips “contain data in their memory that permitsnoperation.” (Miler Decl. § 4)It also states

that there is “data stored in the programmabkemory within each of the accused chipdd.)(
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But neither of those statements addresses th@paf the claim limitation that requires data for
interoperation “with a plurality oprinter brands.” Nor does Mdt's declaration address any of

the three exhibits—data maps, packaging efdbcused chips, and Static’s 2011 catalog—that
are attached to Plaintiffs’ summary judgmenbtion in support of their argument that the
accused chips are associated with data for interoperation with multiple printer brands. (Dkts.
153-11, 153-12, 153-13)

The provided data maps are insufficient descharge Plaintiffs’ initial burden of
demonstrating that the accused chips meet this limitation. (Dkt. 153-13) They consist of
multiple pages showing different headings:g-,a “T630” heading, or a “T620” heading—with
a list of data or code under each heading. Blaintiffs fail to cite to any testimony or
evidence—whether in an affidavideposition, or expert report—rking these data maps to the
accused chip¥. More importantly, Plairffs provide no testimonyxplaining what these data
maps show and why they are evidence of daaaeéhables interoperation with multiple printer
brandst! Absent any testimony explaining how thestadaaps are assocéat with the accused
chips, and the meaning of the various headamgs code, the Court cannot evaluate whether the
data maps are relevant or probatiBee Novartis Corp. v. Ben Venue Labs., [2¢1 F.3d 1043,

1054 (Fed. Cir. 2001) (finding thati# the patentee’s obligation ppesent a detailed basis of its

evidence such that the districioct can evaluate whether it suppatnding of infringement).

10 plaintiffs’ motion contends there are “data magsociated with the sighreceiving means for

these chips demonstrat[ing] the printers contain data that enables interoperation with multiple
brands.” (Dkt. 153 at 23) Buhis assertion is attornergument, unsupported by testimony or
other evidence.

11 At the summary judgment hearirmpunsel for Plaintiffs asserted that the data maps show that
the accused chips have “brand data.” Again,ithetorney argument. Moreover, this does not
explain why this brand data enables interoperation with multiple printer brands.
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As for the packaging of the accused chips and Static’s 2011 catalog, Plaintiffs contend
they show the different printer brands with which the accused chips interoperate. (Dkt. 153 at
23) However, the parties’ claim constructiomels disputed the construction of “brand,” which
the Court construed to medname under which the printer is sold.” Without testimony
explaining that these exhibiia fact identify different nanmge under which printers are sold,
Plaintiffs’ conclusion that they establish different “brands” is insufficient. Further, even if these
exhibits list multiple printer brands, there ifllsto evidence that this is because the accused

chips are associated with data that wouldbd® interoperation witthose printer brands.

Plaintiffs have not met theiinitial burden of establishinghat the accused chips are
associated with data for printer-cartridge rofgeration with a pluralt of printer brands.
Accordingly, Plaintiffs’ motion fo summary judgment as to coundf their amended complaint
is denied.

4. Correct Value

Although the Court denies Plaintiffs’ summgudgment motion for the reasons stated
above, the Court finds iis necessary to address thetigat arguments concerning another
limitation in claim 53.

In their motion for summary judgment, Plaifgifargue that the accused chips meet the
limitation—said signal receiving means adapted to camitate the correct value for printer-
cartridge interoperation to the printerbecause “[a]fter receiving a request from a printer, the
accused chips respond by calculating the corresporese to the printer’s request and then
communicating the correct value teetprinter.” (Dkt. 153 at 23 (citig Miller Decl. 11 3-4)) In
response, Static contends if “correct value” méany data that results in a working chip,” then

Static concedes that the acaliships meet this limitation.
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Nevertheless, Static goes on to argue ‘thatrect value” means something narrower and
therefore the accused chips do not infringe. Sjgadly, Static contends “correct value” means
“printer OEM brand data for a pamtilar chip.” (Dkt. 177 at 20)Under its construction, Static
contends the accused chips do not infringe because they do not return different brand data to
match the brand data of the printer in which the chip is installed. Rather, the communicated
value is either: (1) “brand override data,” whiatructs the printer to disregard the brand data;
or (2) Lexmark brand data, which enables noperation with certain non-Lexmark printer
brands that accept Lexmark brand data.

Static’'s argument is basexh its proposed construction of “correct value,” which the
Court rejected in itdlarkmanorder. Specifically, in its clan construction briefs, Static argued
that “correct value” should be construed to mean “data that matches the data required by an
OEM printer microcontroller for a particular printerand and family.” (Dkt. 70 at 19-20; Dkt.

78 at 14-15¥ Static asserted that its proposed camsion was supported by select portions of
the specification (which Static quoted withaanhalysis) and by the dictionary definition of
“correct.” (Dkt. 70 at 20)

Plaintiffs, in turn, argued that Staticfgoposed construction imposed limitations that
were not supported by the specification ahdt required additional explanatioe.d, what
“OEM printer microcontroller’ means). (Dkt. 79 &B-14) Plaintiffs contended “correct value”
required no construction, but thatoifie is required, it should bertstrued to mean “a value that

facilitates printer-cartridge interoperation operatiorid.;(see alsdkt. 72 at 9-10)

12 static also argued in its claim construction bttt “associated with data for printer-cartridge
interoperation with a plurality gbrinter brands” should be constd to mean “associated with
specific OEM data allowing printer-cartridgaenoperation for each individual brand of a group
of printer brands when the usaoves a switch on the cartridgeselect the appropriate brand.”
(Dkt. 70 at 17)
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In its Markmanorder, the Court recognized that tharties’ disagreement turned on the
meaning of “correct.” (Dkt. 93 at 26-27) @hCourt rejected Static’'s proposed definition,
finding that it was not supported by the specifmat The Court also declined to construe
“correct” using the proposed dictionary definitsprfinding that the term “correct” was clear in
the context of the claim language and the dpation. After rejeting Static’s proposed
construction, the Court found that no furthenstouction of “correct” wa required. However,
upon review of the parties’ summary judgment briefs, the Court now finds it is necessary to
clarify its claim constructiomegarding “correct value.”SeeConoco, Inc. v. Energy & Envtl.
Intern., L.C.,460 F.3d 1349, 1359 (Fed. C#006) (“[A] district cout may engage in claim
construction throughout litagion, not just in aMarkman order.”); Jack Guttman, Inc. v.
Kopykake Enterprises, In802 F.3d 1352, 1361 (Fed. Cir. 2002).

In its claim construction briefs, Static propdsa construction thdimited the scope of
“correct value” to a particular type of data—d#tat_ matches “data required by an OEM printer
microcontroller for a particular piter brand.” (Dkt. 170 at 19)n rejecting Static’'s proposed
construction as unsupported by gpecification, the Court implicitly declined to limit the scope
of “correct” data in this mannerThe specification of the ‘874 femt discloses a cartridge that
has a signal receiving means, which receivesidbiinformation and then communicates data to
the printer to enable printer-cartridge interoperationThe specification does not specify or

disavow any particular type oflata that is communicatedr otherwise explain how the

13 See'874 Patent, col. 22, Il. 34-39 (“So thaktlorrect communication occurs, the brand and
family information are then sent to an electoodevice, not shown, thatould be mounted on
circuit board 110.”);id. at col. 25, Il. 2-7 (“[W]hen the es identifies the brand name of the
printer in a particular family, the electronigaiitry then knows both the family and the printer
within that family and the printer may then &etivated with the correct electronic handshake
and other required data.”)d. at Abstract (“The universal printer chip then selects the correct
data for the identified printerdm the universal printer chip davase. The printer may then be
activated with the correct electricalfushake and other required data.”).
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communicated data activates the printer. Inktd@® communicated data is “correct” because it
enables printer-cartridge interoperation.  Nga this aligns with Plaintiffs’ proposed
construction for “correct value” set forth in their claim construction brief: “a value that facilitates
printer-cartridge interoperation.{Dkt. 79 at 13-14) The Court noglarifies thatit agrees with
Plaintiffs’ proposed construction—that “correct value” meanatddthat facilitates printer-
cartridge interoperation.”

Although the Court previously found that norther construction was needed after it
rejected Static’s proposed consttion of “correct vala,” the parties’ summary judgment briefs
indicate the term should be clarified for the pugsosf trial. Accordingly, the Court construes
“correct value” to mean “dathat facilitates pnter-cartridge iteroperation.”

V. CONCLUSION

Accordingly, it iSORDERED AND ADJUDGED that Plaintiffs’ Motion for Summary
Judgment (Dkt. 153) SRANTED IN PART AND DENIED IN PART as follows:

A. With respect to Count | of Plaintiffs’ Amended Complaint, Plaintiffs’ motion is
DENIED;

B. With respect to Count Il of PlaintiffsAmended Complaint, Plaintiffs’ motion is
GRANTED because it is barred by thess-license agreement.

C. With respect to Static’'s Firstdinterclaim, Plaintiffs’ motion i&SRANTED because it
is barred by the cross-license agreement.

D. With respect to Static’s ThirddZinterclaim, Plaintiffs’ motion iSRANTED because it
is barred by the cross-license agreement.

E. With respect to Static’'s Fourth Counterclaim, Plaintiffs’ motioBENIED .

F. With respect to Static’s Fifth@interclaim, Plaintiffs’ motion iISRANTED.

G. With respect to Static’s Second Affirmative Defense, Plaintiffs’ motidbEBIIED .
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H. With respect to Static’s Fourth Affirmative Defense, Plaintiffs’ motioDENIED .

l. With respect to Static’s invalidity, nanfringement, and unenforceability claims
regarding the ‘886 patent and74 patent, Plaintiffs’ motion ISRANTED because the
Court lacks subject matter jadiction over those claims.

DONE AND ORDERED at Tampa, Florida, th 25th day of August, 2014.

SUSAN C. BUCKLEW
United States District Judge

Copies To: Counsel of Record
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