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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF GEORGIA
ATLANTA DIVISION

INNOTEX PRECISION LIMITED,
Plaintiff,

V. CIVIL ACTION FILE
NO. 1:09-CV-547-TWT

HOREI IMAGE PRODUCTS, INC., e
al.,

-

Defendants.

ORDER

This is a breach of contract action. It is before the Court on the Plaintiff's
Motion for Partial Summary Judgment [Doc. 86], the Defendants’ Motion for
Summary Judgment [Doc. 85], and the Defents’ Motion for Leave to File a
Statement of Additional Facts [Doc. 121].rfwe reasons stated below, the Plaintiff's
Motion for Partial Summary Judgment [D@&S6] is GRANTED in part and DENIED
in part, the Defendants’ Motion for Bunmary Judgment [Doc. 85] is GRANTED in
part and DENIED in part,ral the Defendants’ Motion for Leave to File a Statement

of Additional Facts [Doc. 121] is GRANTED.

T:\ORDERS\09\Innotex Precision\msjtwt.wpd

Dockets.Justia.com


http://dockets.justia.com/docket/georgia/gandce/1:2009cv00547/157358/
http://docs.justia.com/cases/federal/district-courts/georgia/gandce/1:2009cv00547/157358/136/
http://dockets.justia.com/

|. Background

Plaintiff Innotex Precision Limited & Hong Kong corporation that distributes
and sells printer cartridges, printer supgli@nd other printing products. (Compl. I
7.) It is a subsidiary of Print-Rite Hbngs Limited. Déendants Horei Image
Products, Inc. and ITM Corp. are wholesa#dlers of printer cartridges and other
printing products. (Compl. 1 8-9.) Frdaay 2006 to January 2008prei and ITM
contracted to purchase printer cartridgesifionotex. (Compl. 12.) Innotex agreed
to purchase the component parts for th&iclyes from ITM. (Compl. §12.) Because
the cartridges were designed to be catbpawith major printer brands, ITM and
Horei requested legal opiniorttiers verifying that the cartridges did not violate any
intellectual property rights.

According to Innotex, ITM and Horei bached the contracts by refusing to pay
the outstanding balance on their accounts Wwnotex and by failing to order the
agreed-upon number of printer cartridgéSompl. 1 1-3.) ITM and Horei say that
Innotex did not provide legal opinion letsedid not ship the agreed upon number of
cartridges, and deliveredféetive products that infringkeon other parties’ patents,
thereby releasing ITM and Horei from theontractual obligations. Innotex sued
ITM and Horei under breach of contract, presory estoppel, and breach of warranty

theories, seeking to recover $3,878,838.4laimages and additional damages for lost
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profits, storage costs, interest, and othestzo (Compl. 1 3.) ITM and Horei filed
counterclaims against Innotex and Print-Ritédings alleging breach of contract and
breach of warranty. All parties now move for summary judgment.

[I. Motion for Leave to File a Statement of Additional Facts

ITM and Horei did not file a Statemeoit Additional Facts with their brief in
response to the Plaintiff's Motion for Partial Summary Judgment. Pursuant to Local
Rule 56.1(B)(2)(b), Innotex asks the Couritgwreply brief not to consider any fact
in the Defendants’ response brief thatswat set forth in their Response to the
Plaintiff's Statement of Material Fact§TM and Horei now move for leave to file a
Statement of Additional Facts. Innoteys#hat it was prejudiced by the Defendants’
introduction of new facts not accommmed by a corresponding Statement of
Additional Facts. However, each fact vea$ forth in the Defendants’ response brief
with a proper citation to the record. céordingly, there is no reason that Innotex
should have been prejudicadany way. Therefore, the Defendants’ Motion for
Leave to File a Statement of Additional Faaistgranted. The Court will consider the
facts set forth in the ITM and Horei's response brief and reiterated in the Statement

of Additional Facts attached to its motion.
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[1l. Motions for Summary Judgment

A. Summary Judgment Standard

Summary judgment is appropriate only when the pleadings, depositions, and
affidavits submitted by the parties show thatgenuine issue of material fact exists
and that the movant is entitled to judgmenaasatter of law. Fed. R. Civ. P. 56(c).
The court should view the evidence and argrences that may be drawn in the light

most favorable to the nonmovant. Adickes v. S.H. Kress &398.U.S. 144, 158-59

(1970). The party seeking summary judgment must first identify grounds that show

the absence of a genuine issue of matéact. Celotex Corp. v. Catre#t77 U.S.

317, 323-24 (1986). The burden thentshib the nonmovant, who must go beyond
the pleadings and present affirmative evidén@ow that a genuine issue of material

fact does exist. _Anderson v. Liberty Lobby, In€77 U.S. 242, 257 (1986).

B. Innotex’s Claim for Unpaid Fees

In Counts | and Il, Innotex claintkhat ITM and Horei owe $1.7 million in
unpaid fees. In March 2008, representatoieldorei, ITM, Innotex, and Print-Rite
met in Atlanta to review past purchaselers and invoices. The representatives
calculated the total outstanding balancesaah party without adjusting for the return
of any allegedly defectiver infringing products. They concluded that Innotex owed

ITM $3,604,896.28; ITM owed Innote%2,896,966.49; and Horei owed Innotex
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$2,430,128.20. (Compl. 1 14lpnotex says that it is entitled to summary judgment
on the combined outstanding balance bectheséigures are undisputed. However,
deposition testimony shows that the figuresen®t intended to be a final agreement
on the parties’ outstanding balances. ([Befs.’ Br.in Opp’n to Pl.’s Mot. for Partial
Summ. J., Ex. C at 97.) Accordingly, Innotex is not entitled to summary judgment on
Counts | and 1.

Horei also moves for summary judgmentparts of Innotex’s claim for unpaid
fees. First, it says that it is entitléal summary judgment on Innotex’s claim for
$122,754 in allegedly dective TN-460 and TN-580 cartridges. On September 11,
2008, Innotex’s counsel picked up thesdradges from Horei's facilities. Innotex
admits that it has not deducted this amount from its unpaid fees claim. Instead, it says
that it picked up the cartridges as a ‘tges of goodwill” and argues that it never
agreed to deduct the cost of the cdgéas from the $1.7 million balance. However,
in a May 2008 letter to Horst Eibergemnbtex’s counsel clearly acknowledged and
affirmed the agreement:

Innotex has already agreed to accept return of 6,000 to 7,000 of these

units and give ITM/Horei a credit in the amount of US $13.90/unit for

the TN460 units and US $14.08/unit for the TN580 units as a result.

This agreement was confirmed»ecember 2007; but was not taken into

account when determining théS $1,722,198.41 net amount due to

Innotex because ITM/Horei [havejot yet returned these units to
Innotex.
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... Innotex will accept the return tifese units and allow ITM/Horei a

corresponding credit not to excegdotal amount of US $125,648.26.
(Reply Br. in Supp. of Defs.” Mot. for $um. J., Ex. F.) Innotex offers no evidence
to dispute the existen@d this agreementAccordingly ITM anc Horei are entitled
to summar judgmenoninnotex’s claimfor unpaicfeeswith respectothe $122,754
in allegedly defective TNI60 and TN-580 cartridges.

Horei also moves for summary judgnt on Innotex’s claim for $1,315,887 in
allegedly defective Samsung MI1210 cartridges. Accondg to Horei, Innotex said
in Fall 2006 that the ML-1210 and ML-1710 cattres had a patent problem with the
doctor blade. Horei says that it totfthbtex to “cancel all production of the 1210 and
1710” cartridges until “all updatesd modifications [could] beade.” (Br. in Supp.
of Defs.” Mot. for Summ. J., Ex. E at 8112, Ex. N, Ex. 64.) According to Horei,
Innotex said that it would replaceetidoctor blades on the existing ML-1210
cartridges with patent-free blades. Howevanotex never y@daced the allegedly
infringing blades. Horei says that the s eventually agreed that Horei would
return the ML-1210 cartridges to Innotex torefund. (Br. irBupp. of Defs.” Mot.
for Summ. J., Ex. E at 1 9.) lan Goddafdnnotex says that he does not remember
this agreement.

Horei says that it is entitled to munary judgment becae it effectively

revoked its acceptance of the ML-1210 cartridges after giving Innotex an opportunity

T:\ORDERS\09\Innotex Precision\msjtwt.wpd -6-



to cure the defect. Pursuant @C.G.A. 8§ 11-2-608, duyer may revoke his
acceptance of goods whose nonconformity substantially impairs their value if he
accepted the goods on the reasonable assumption that the nonconformity would be
cured and it has not been seasonably cutedei has the burden of establishing that

the goods were nonconforming. Innotex stng Horei cannot show that the ML-

1210 doctor blade violated intellectualoperty rights withouexpert testimony.
However, expert testimony is not alwayscessary to show patent infringement.

Kyocera Wireless Co. v. President Electronics,,l1d9 Fed. Appx. 53, 54 (Fed. Cir.

2006) (“[E]xpert evidence is not always necessary to resolve questions of patent

infringement.”);_Centricut, LLC v. Esab Group, In890 F.3d 1361, 1369 (Fed. Cir.

2004) (“In many patent cases expesdtimony will not be necessary because the
technology will be easily understandable without the need for expert explanatory
testimony.”).

Innotex has not met its burden on summuadgment of showing the Court that
the doctor blade technology is so compéexto require expert testimony to prove
infringement. Moreover, Horbas offered other evidenogéinfringement in the form
of affidavits and emailshat reference patent prehs with the ML-1210 doctor
blade, including emails from Print-Rite engineer._(S&eefs.’ Br. in Opp’'nto Pl.’s

Mot. for Partial Summ. J., EX. T.Whethe this evidenc: is sufficieni to satisfy
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Horei’s burder is a question for the jury, and@asonable jury could decide either
way. Accordingly, Horei is not entitled summary judgment on Innotex’s claim for
$1,315,887 in allegedly infringing ML-1210 cartridges.

C. Innotex’s Claims for Breach of Close-Out Contracts

In Counts Il through X, Innotex clainbat ITM and Horei breached “close-
out” contracts relating to Samsung MI610, ML-1710, and ML-2250 cartridges.
The purpose of the close-out contractsswa allow Innotex to use the excess
component parts it had on handnder the contracts, Haneromised to order extra
Samsung cartridges at lower prices so thabtex could use its remaining supply of
componentsThe partie: eact claim thaithe othel breache thestcontracts Innotex
moves for summary judgment on its breach of contract claims relating to the ML-1710
and ML-2250 contracts. M and Horei move for summary judgment on Innotex’s
breach of contract and promissory estépf@ms relating to the ML-1610, ML-1710,
and ML-2250 contracts.

1. Breach of Contract Claims Against Horei

a. ML-1610 Contract

The ML-1610 close-out contractqeired Horei to order 11,000 ML-1610
cartridges. According to Horei, the partieached an oral agreenmt to this effect on

September 12, 2007. It is undisputed that Horei issued a purchase order for 11,000
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ML-1610 cartridges the following day.Approximately three weeks later, on
November 5, the parties executed a wnitigreement requiring Horei to order 11,000
ML-1610 cartridges. The parties dispwhether Horei's September 13 purchase
order satisfies the terms of the Novembagfeement. Horei sayisat it issued the
purchase order in response to the @giteement reached on September 12 and
officially executed on November 5. Ineat says that the November 5 contract
contemplated that an additional purchasger would be issuedfter November 5.
Both parties offer evidence to supporeithposition, and a reasonable jury could
interpret the agreement either wayccardingly, Horei is not entitled to summary
judgment on Innotex’s ML-1610 breach of contract claim.

b. ML-1710 Contract

The ML-1710 close-out contract required Innotex to send Horei 56,000 ML-
1710 cartridges and obligated Horei to ai®&00 more ML-1710 cartridges. Innotex
sent Horei 55,200 cartridgdsyt it never shipped thedditional 800. In response,
Horei refused to order thadditional 8,300 cartridges. Innotex says that Horei
breached the contract by failing to order moaetridges. Horei says that Innotex’s
initial breach excused it from its further obligations under the contract.

Under Georgia law, if one party substally breaches a material, dependent

covenantin a contract, the other pastgxcused from furthigperformance. O.C.G.A.
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8§ 13-1-7(a). Here, the parties disputeettter Innotex substantially breached the
agreement. It sent 55,200 cartridgesdadtof 56,000 - or 98.57% of the agreed-upon
amount. This is a nonconforming tender unilgicle 2 of the Georgia Commercial
Code that may permit Horei to recovendayes for nondeliveryHowever, it is not

a substantial breach that allows Horeatmid its remaining obligations under the
contract.

Still, Horei argues that it is entitledd summary judgment because Innotex
cannot prove damages. Innotex is segKost profits, which are calculated under
Georgia law by subtracting expenses fromawatract price. Horei says that Innotex
cannot show that it lost any profitd'he ML-1710 contract price was $15.50 per
cartridge. (Compl., Ex. 1.Yhe evidence shows thattimaterials and manufacturing
costs totaled $20.10 per cartridge. (BrSumpp. of Defs.” Mot. for Summ. J., Ex. 8,
Ex. E at § 16, Ex. A at 101.) Accordigginnotex lost $4.60 per cartridge. (J&e
in Supp. of Defs.” Mot. for Summ. Ex. A at 100-101.) Innotex does not dispute
these numbers. Instead, it says that its expenses should not include the cost of toner,
developer rollers, supply rollers, primacharge rollers, opc’s, and toner because
Innotex already had these components on hand.

The Court finds no case in Georgiaany other jurisdiction permitting this

interpretation. Nor would such an inter@atgon make sensét would allow Innotex
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to recover the cost of the component patige keeping them on hand for use in later
transactions, thereby placing Innotex inedter position than it would have been in
had the contract not beerelached. Accordingly, Horei @orrect that Innotex has no

lost profits to recover. Sez4 Williston on Contract§ 64:11 (4 ed.) (“If the total

cost would exceed the promised price, pisas an element olamage are excluded,
since the plaintiff would have lostaney had there been no breach, and no profits
would have been earned.”). Because lardias not identified any other form of
damages it suffered, Horesi entitled to summary judgment on Innotex’s breach of
contract claim with respect to the ML-1710 contract.

C. ML-2250 Contract

The ML-2250 close-out contract required Horei to issue ten purchase orders for
ML-2250 cartridges on certain dates. Thetfiouir purchase orders were to be for
11,000 cartridges each. Horei ordered the first 22,000 cartridges but only received
6,700 cartridges. It did negsue any additional purchase orders. It says that it was
excused from doing so because Innotex suklisify breached the contract. Innotex,
in turn, says that it was excused fromdieg the other 15,300 cartridges because ITM
supplied defective component parts, making compliance impossible.

Under Georgia law, a seller is excdgeom performing his obligations under

a contract if his “performance as agdehas been made impracticable by the
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occurrence of a contingency the nonocaucesof which was a basic assumption on
which the contract was made.” O.C.G.ALB2-615. The parties dispute whether
Innotex’s failure to ship 15,300 cartridgesixused under the provision. Either way,
Horei is entitled to summary judgmendnder the Georgia Commercial Code, when
a seller notifies a buyer of a “material iodefinite delay” due to unanticipated
conditions, the buyer is entitled torn@nate the contract. O.C.G.A. 8§ 11-2-616.
Accordingly, Horei was not obligated todar the additional cartridges either way.
Moreover, Innotex cannot show that it suffered damages because of Horei’'s
alleged breach. The ML-2250 contractprivas $19.54 per cartridge. (Compl., Ex.
D.) The evidence shows that the materials and manufacturing costs totaled $22.51 per
cartridge. (Br. in Supp. of Defs.” Mdbr Summ. J., Ex. 6, ExE at { 16, Ex. A at
74.) Accordingly, Innotex lost $2.97 peartridge. Again, Innotex argues that its
expenses should not include the costiafer, developer rollers, supply rollers,
primary charge rollers, opc’s, and tonbecause Innotex already had these
components on hand. This argument faitshe reasons addressed above. Therefore,
Innotex cannot show any lost profits. Because it does not seek any other form of
damages, Horeiis entitled to summary juémtron Innotex’s breach of contract claim
with respect to the ML-2250 cartridges.

2. Breach of Contract Claims Against ITM
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In Count V, Innotex claims that ITlreached the ML-2250 close-out contract.
As noted, the ML-2250 contract required Hdeeissue ten purchase orders for ML-
2250 cartridges on certain dates. Aftamdtex produced the first 44,000 cartridges,
ITM was to issue a credit memo to Innotex for the remaining cartridge components
it had “on hand.” Shortly thereafter, Innoteas to buy back most of the components
from ITM. It was not, howesr, required to buy back the unmatched component sets,
which totaled approximately $34,264.

ITM never issued the credit memagdnnotex now seeks $34,264 in damages.
ITM says that it was excused from perfong because Innotex produced only 6,700
of the first 44,000 cartridges. WhetheM1s excused depends on whether ITM and
Innotex’s promises were dependentratapendent. If a pargubstantially breaches
a material, dependent promise, the oty is excused from future performance.
O.C.G.A.§813-1-7(a). Onthe other hana, [farty breaches an independent promise,
the other party must still perform its obligations under the contract. Id.

Whether a promise is dependent or peledent depends on the intent of the
parties. O.C.G.A. 8 13-1-7(b). If there is no evidence of intent, Georgia courts
typically consider whether the promisg®'to the whole consideration on both sides”

or whether they “go to a part orlyBeaulieu Group, LLC v. S&S Mills, In¢292 Ga.

App. 455, 457 (2008). If each party’s promise affords the sole consideration to the
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other, Georgia courts will cotise the promises as dependent absent a clear indication

that the parties intended them to beapendent._ Brenard Mfg. Co. v. Kingston
Supply Co, 22 Ga. App. 280, 280 (1918).

Here, ITM and Innotex’s promises are e#wd sole consideration to the other.
ITM’s only obligation under the ML-2250 caact was to buy back - in a somewhat
roundabout transaction - unmatched compbsets worth $34,264. Innotex’s only
obligation under the contract was to shiprei ML-2250 cartridges at the agreed-
upon price. Because there is no evidenceth®parties intended their promises to
be independent, the Courillconstrue them as dependent. Therefore, Innotex’s
failure to ship the first 44,000 cartridgeo Horei excuses ITM’s performance.

Innotex also says that it is entitled to summary judgment because its
nonperformance was excused under O.C.G.A. 8-615. For the reasons addressed
in Sectionlll(C)(1)(c), this argument is unpersuasiv&ccordingly, ITM is entitled
to summary judgment on Innotex’s breach of contract claim with respect to the ML-
2250 contract.

3. Promissory Estoppel Claims Against ITM

Innotex also claims thdTM is liable under a promissory estoppel theory for
breaching the ML-1610, ML-1710, and ML-22&80se-out agreements. Innotex says

that ITM promised that ITM or Horevould purchase ML-1610, ML-1710, and ML-
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2250 cartridges from Innotex if Innotex would buy the component parts for these
cartridges from ITM. These claims failrfovo reasons. First, ITM’s promise was
later executed as a contract betwed¢orei and Innotex. Under Georgia law,
promissory estoppel is not available “whanglaintiff seeks to enforce an underlying

contract which is reduced to writing.” Adkins v. Cagle Foods JV, 140 F.3d

1320, 1326 (11th Cir. 2005) (citinrgank of Dade v. Reeve257 Ga. 51 (1987)).

Here, neither party disputes that Horeiesgt to purchase a set quantity of cartridges
from Innotex in the ML-1610, ML-1710and ML-2250 close-out contracts.
Therefore, the doctrine of promissory estoppel does not apply.

Second, ITM’s promise is unenforceably vague. Georgia courts have
consistently held that plaintiffs may not enforce vague or indefinite promises under

the promissory estoppel doctrine. For epamin Georgia Investments International,

Inc. v. Branch Banking and Trust C805 Ga. App. 673 (2010), the Georgia Court

of Appeals found that a promise to make a loan for a certain duration was
unenforceable because the promise did notain other material terms such as the

interest rate._ldat 664; see alsglooney v. Mooney245 Ga. App. 780, 783 (2000)

(“[Promissory] [e]stoppel does not apply to vague, indefinite promises.”); Bridges

v. Reliance Trust Cp205 Ga. App. 400, 403 (1992) (affirming summary judgment

on promissory estoppel claim because defat's promise to make loan with no
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specification of interest rate or maturitiate was “unenforceably vague”). Here,
Innotex does not allege that ITM’s promatained any terms relating to the price
or quantity of cartridges to be purchas®dithout these material terms, the promise
cannot be enforced. Accordingly, ITislentitled to summary judgment on Innotex’s
promissory estoppel claims.

D. ITM and Horei's Product Defect Claims

In Counts | through IV of their couertclaims, ITM and Horei allege that
Innotex breached the close-out contraais earious expresd implied warranties
by delivering cartridges that did not fit inpointers, did not make proper copies, or
leaked toner. Innotex says that ITM and Horei cannot prove these claims without

expert testimony. Howevean McDonald v. Mazda Motors of America, In269 Ga.

App. 62 (2004), the Georgia Court of Appe@ected a similar argument. There, the
plaintiff purchased a new car and notieadttling sound undere¢thood. He took the
car to an authorized repainop, where the mechanic verified the rattling noise but did
not fix it. After several tiempts to fix the noise, the plaintiff sued the manufacturer
for breach of implied warranty. The tr@ourt granted summary judgment to the car
manufacturer because the plaintiff did nffepexpert testimony to show that the car

was defective and that the defect exigtedh the time of manufaate. The Georgia
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Court of Appeals reversed the decisibalding that a breach of warranty claim may
be proven without expert testimony. &t.68.

Here, ITM and Horei offepther evidence that the cartridges at issue were
defective. For example, they pointiastomer complaints, deposition testimony, and
emails acknowledging defects assamiatvith the HP 1338A, Samsung ML-1710,
Brother TN-460, Brother TN-580, Samsung ML-2250, Canon NP-1215, Canon NP
4050, HP 8061X, HP 4127X, and Samg ML-1210 cartridges._(Sé»efs.” Br. in
Opp’n to Pl.’s Mot. for Partial Summ. J., Ex. C at 63 (regarding fit problems); Ex. A
at 80 (same); Ex. 72 (same); Ex. Egasding leakage problems with 1338A/4200
cartridges); Ex. F at 82-83, 86-89 (same); Ex. A at 59, 67-68 (regarding leakage
problems with ML-1710 cartridges); Ex. 6h(se); Ex. B at 1 20 (regarding leakage
problems with TN-460/TN-580 cartridges); Ex. | (regarding leakage problems with
ML-2250 cartridges); Ex. J (regardingpy image problems with NP-1215/NP4050
cartridges); Ex. K (regarding copy image problems with NP-1215/NP4050 cartridges);
Ex. A. at 131-32 (regarding copy image problems with NP-1215/NP4050 cartridges);
Ex. N (regarding potential wiper bladeoptems with 8061X/4127X cartridges); Ex.

Z (regarding copy image problems).) Thiynot individually address the product
defects associated with the remaining odgs. However, they point to sworn

interrogatory responses by Horst Eiberger identifying the remaining cartridges and
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noting that they print poor quality images.ef®.” Surreply in Opp’n to Pl.’s Mot. for
Partial Summ. J., Ex. 4.) Based on this ewck, a reasonable jury could infer that the
cartridges were defective and that théedts existed from the time of manufacture.
Accordingly, Innotex is not entitled to summary judgment on these claims.

E. ITM and Horei's Intellectual Property Counterclaims

Innotex also moves for summary judgment on ITM and Horei's breach of
contract and breach of warranty clairefating to intellectual property issues.

1. Breach of Contract Claim

Innotex sells cartridges that are catiple with major printer brands.
Accordingly, patent infringement clainase a potential problemTM and Horei say
that Innotex promised to provide intellectual property opinion letters and
corresponding warranties verifying that thetdges did not violate any intellectual
property rights. It is undisputed thahbtex never provided these opinion letters or
warranties. Still, Innotexsays that it is entitled to summary judgment on four
grounds.

First, Innotex says that it is entitled to summary judgment because ITM and
Horei have no expert testony showing that the cartridges violated any intellectual
property rights. However, expetestimony showing actual infringement is

unnecessary here. Innotex knew that faitorprovide intellectual property opinion
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letters and corresponding warti@s would impair ITM and Horei’s ability to sell the
cartridges to large companies. (Defs.. BrOpp’n to Pl.’s Mot. for Partial Summ.

J., Ex. A at 37.) Accordingly, whethtre cartridges were actually infringing is not
a dispositive issue on this claim.

Second, Innotex says that it is entitled to summary judgment because there is
not enough evidence of an agreementweieer, ITM and Horei provide deposition
testimony, affidavits, and entssuggesting that an Innotex representative agreed to
provide intellectual property opinion lettensd corresponding warranties. (Defs.’ Br.
in Opp’n to Pl.’s Mot. for Partial Sumnd., § 7, Ex. B at Ex. 48, 49, and 50.) Based
on this evidence, a reasonable jury coutdi fihat the parties had an agreement.

Third, Innotex says that it is entitlemlsummary judgment because any promise
that it made was not supported by adequatsideration. However, Horei says that
it agreed to purchase the Innotex cartridges based on Innotex’s promise to provide
intellectual property opinion letters. iBhexchange of promises constitutes
consideration. Moreover, even if Innotagreed to provide opinion letters after the
parties reached an initial agreement, the later agreement is still valid. The Georgia
Commercial Code provides that an agreemedifying the original contract does not

require consideration to be binding. O.C.G.A. § 11-2-209.
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Finally, Innotex says that it is entitléo summary judgment because ITM and
Horei did not suffer any damages. wWhkver, Innotex’s own representative
acknowledged that the ML-1210 cartridgesuld not be sold to large customers
without intellectual property opion letters. (Defs.” Br. in Opp’n to Pl.’s Mot. for
Partial Summ. J., Ex. A at 37.) This esnte is enough to allow a reasonable jury to
find damages. Accordingly, Innotexist entitled to summary judgment on ITM and
Horei’s breach of contract claim as it iglato the intellectu@roperty opinion letters
and corresponding warranties.

2. Breach of Warranty Claims

Innotex also moves for summary judgment on ITM and Horei's breach of
warranty claims as they relate to intelleadtproperty issuedTM and Horei say that
Innotex breached an express warranty rmgjanfringement and a statutory warranty
against infringement by selling ITM and oML-1210 cartridges with an infringing
doctor blade. For the reasons addresseSectior I1I(B), whether the ML-1210
cartridge had an infringing doctor bladeiquestion for the jury. Although ITM and
Horei have no expert testony showing that the doctor blade infringed an existing
patent, there is enough other evidencenfsfngement to support ITM and Horei’'s
breach of warranty claims.

F. ITM and Horei's Request for Attorneys’ Fees
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In Count VI of the Defendants’otinterclaims, ITM and Horei ask for
attorneys’ fees under O.C.G.A. § 13-6-1%ection 13-6-11 allows a plaintiff to
recover attorneys’ fees whesthe defendant has actetbad faith, has been stubbornly
litigious, or has caused the plaintiff weoessary trouble and expense. Bad faith

implies “a dishonest purpose” and a “conscious doing of wrong.” Davis v. Walker

288 Ga. App. 820, 825-26 (2007). Here, ITMladorei say that Innotex acted in bad
faith by repeatedly sending defective cades, by failing to niafy Horei of product
recalls, and by “stringing along” Horei repeesatives for over a year while promising
that intellectual property attorney opinitatters were forthcoming. Whether this
amounts to bad faith under O.C.G.A. 13-6-11 is a question for the jury, and a

reasonable jury could decide either way. Spang Lake Property Owners Ass'n,

Inc. v. Peacock260 Ga. 80, 81 (1990). Accongjly, Innotex is not entitled to

summary judgment on ITM and Horei's request for attorneys’ fees.

G. ITM and Horei’'s Counterclaims Against Print-Rite Holdings

Print-Rite Holdings moves for summary judgment on each count of ITM and
Horei’s counterclaims. It says that it was agiarty to any of the agreements at issue.
ITM and Horei acknowledge #tit is not listed on any purchase order or invoice but
argue that it was a party to a “broadereggnent” that required it to manufacture the

printer cartridges that Innotex sold to Hor€here is no evidendbat this is the case.
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Print-Rite Holdings is a holding compathat does not develop or manufacture any
products. Although ITM and Horei reference a number of communications with
“Print-Rite” employees, these employeesegupto work for Print-Rite subsidiaries

or Print-Rite Management Group, not Print-Rite Holdings.

ITM and Horei also say that Print-Rite ldongs is liable for breach of contract
and breach of warranty under an agencymheecause Innotex is controlled by and
accountable to Print-Rite Holdings. Theyte that Innotex has only five employees
and does not develop or manufacture priotetridges for itself. Instead, it markets
and sells cartridges produced by Print-Riibsidiaries, with whom it communicates
via an “internal transfer system.” Its employees report to Print-Rite Management
Group, and product returns must be authorized by “the people that built them” -
presumably, the manufacturing subsidiary or Print-Rite Management Group.
However, this evidence does not estdblise nature of the relationship between
Innotex and Print-Rite Holdings. Accandly, ITM and Horei cannot show that
Innotex served as an agent of Print-Rite Holdings.

Finally, ITM and Horei say that Print#e® Holdings is liable for breach of
warranty because it is a manufacturer ivipr with Innotex. However, as noted,
Print-Rite Holdings did not manufacture aofythe cartridges at issue. Instead, it

appears that Tian Wei, a [@kse subsidiary of Print-Rite Holdings, manufactured the
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cartridges. Accordingly, Print-Rite Holdings is entitled to summary judgment on each
count of ITM and Horei’'s counterclaims.
V. Conclusion

For the reasons stated above, thairfiff's Motion for Partial Summary
Judgment [Doc. 86] is GRANTED in paand DENIED in p#, the Defendants’
Motion for Summary Judgment [Doc. 85G&RANTED in part and DENIED in part,
and the Defendants’ Motion for Leave tibeFa Statement of Additional Facts [Doc.
121] is GRANTED.

SO ORDERED, this 3 day of December, 2010.

/sIThomas W. Thrash

THOMAS W. THRASH, JR.
United States District Judge
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