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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION

JOAO CONTROL & MONITORING
SYSTEMS, LLC,

Plaintiff,
CaselNo. 13-cv-13957
V.
HON. MARK A. GOLDSMITH
CHRYSLER GROUP LLC,

Defendant.
/

OPINION & ORDER
(1) DENYING DEFENDANT'S MOTION FOR ATTORNEYS' FEES AND NON-
STATUTORY COSTS (Dkts. 191, 193 AND (2) DENYING PLAINTIFF'S
MOTION FOR LEAVE TO FILE A SUR-REPLY (Dkt. 199)

In this patent infringement case, Pléintloao Control & Monitoring Systems, LLC
(“fJCMS”) alleges that Defendant FCA US CL(formerly Chrysler Group LLC) (“FCA") has
infringed several of its patents by manufactursgjling, and using its UConnect Access product.
On June 10, 2016, the Court granted FCA’'s mofmnsummary judgment as to invalidity,
holding that the asserted claims in the patent® wevalid as anticipateand/or obvious based

on prior art pursuant to 35 U.S.C. 88 102, 1&:e_Joao Control & Monitoring Sys., LLC v.

Chrysler Grp. LLC, 193 F. Supp. 3d 797 (E.D. Mich. 2016).

This matter is before thed@rt are FCA’s motion for attoays’ fees and non-statutory
costs (Dkts. 191 (redacted), 193 (under seafh, ZCMS’s motion for leave to file a sur-reply
(Dkt. 199). Because oral argument will not ahe decisional process, the motion will be
decided based on the parties’ briefing. See RecCiv. P. 78(b); E.D. Mich. LR 7.1(f)(2). For
the reasons stated below, theu@t denies both motions.

. BACKGROUND
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A. Overview of the Asserted Patents

JCMS alleged that FCA infringed four pate by making, selling, and using a system
named UConnect Access: (i) U.S. Patém. 5,917,405 (‘405 Patent), entitled “Control
Apparatus and Methods for Vehicles”; (ii)&J.Patent 6,549,130 (‘130 Patent), entitled “Control
Apparatus and Method for Vehicles and/oeraises”; (iii) U.S.Patent No. 6,542,076 (‘076
Patent), entitled “Control, Monitoring and/oe&rity Apparatus and Method”; and (iii) U.S.
Patent No. 7,397,363 (‘363 Patent)tited “Control and/or Monitang Apparatus and Method.”

The four patents are all part of the sammila of patents and arthus related. The
written description sectiorsf the asserted patents are largely the same.

The asserted patents relate inter alia to argg@ystem to prevent a thief from stealing a
vehicle or, alternatively, to alNo the owner of a vehicle to reger a stolen vehicle. In one
example embodiment of the invention, the assgutdnts teach a system that allows a vehicle
owner, after a thief steals hisrcéo safely turn off the vehielor lock out the thief from the
vehicle after his getaway. When his car islest, the vehicle’s owmewould use his cellular
telephone or personal computer to access aneonlebsite (or a central security office), where
he could then control various hele systems. The website or central security office would
communicate with the vehicle’s onboard computeereby allowing tb vehicle’s owner to
control systems of the vehicle.

More specifically, the patented system allothe vehicle’s owner to remotely initiate
certain actions, including turning off the fuelpply system, the exhaust system, or the ignition
system; locking the vehicle hoodijrning on an intedr or exterior sire, alarm, or horn;
activating an intercom system for providiegmmunications between vehicle owner and the

vehicle occupants; and/or activey a video and/or audio recondi device within the vehicle.



The patented system would only allow the vehasher to turn off these vehicle systems when
it is safe to do so, such as when the thiefdwff the engine or the vehicle is stopped. The
asserted patents also teach that the patesytst@m can have a vela position and locating
device, which can be utilized to allow the vehicle’s owner to determine the position and/or
location of the vehicle after it is stolen.

B. Procedural Background

On September 16, 2013, this case was transfdéaehis Court from the U.S. District
Court for the Southern District of New YorlAfter substantial discovery, the Court conducted a
claim construction hearing on March 24, 2015The Court then issued a formal claim

construction opinion on August 28015. Joao Control & Monitoringys., LLC v. Chrysler Grp.

LLC, No. 13-cv-13957, 2015 WL 53260 (E.D. Mich. Aug. 26, 2015).

After the Court issued its claim consttion opinion, the p&ées conducted expert
witness discovery. The parties then filed crogdions for summary judgment. The Court heard
oral argument on April 15, 2016, and allowed supgetal briefing after oral argument (Dkts.
127, 133). On June 10, 2016, the Court issaiedritten opinion and order granting FCA’s
motion for summary judgment as to the invalidity of the nineteserted claims and dismissed
the case with prejudice. do Control, 193 F. Supp. 3d at 821. Based on a prior published
European patent application 92400712.3 to inveRtossard, entitled ‘&tem for Controlled
Shutdown and for Location of a moveable ashite equipment” (Frossard”) (Dkt. 59-33), the
Court concluded that all nineteen assediaiims were antigiated and/or obvious.

JCMS filed a motion for reconsideration &s the validity of oneof the asserted
independent claims and relatedodedent claims (Dkt. 183). Puemnt to the Court’s standard

practice, the Court allowed RCto submit a response brief KD 187), and allowed JCMS to



submit a final reply brief (Dkt. 188). On October 7, 2016, the Court isswattten opinion and

order denying JCMS’s motion for reconsidevati Joao Control & Monitoring Sys., LLC v.

Chrysler Grp. LLC, No. 13-cv-13957, 2016 WL 5859@B4D. Mich. Oct. 7, 2016). JCMS filed

a notice of appeal (Dkt. 185), btlie Federal Circuit later disesed the appeal based on an
agreement between the partie®7/2017 Order (Dkt. 202).

Currently pending before the Court are FCAistion for attorneys’ fees (Dkts. 191, 193),
which has been fully briefed, and JCMS’s motion for leave to file a sur-reply (Dkt. 199), which
FCA opposes (Dkts. 200, 201). JCMS has algorstted a notice of supginental authority in
support of its opposition to the FCA’s motion fotoaheys’ fees (Dkt. 204), to which FCA filed
a response (Dkt. 205).

C. Reexamination and_Inter Partes Review Proceedings

In June 2014, Volkswagen Group of Anoa Inc. filed ex parte reexamination
proceedings at the United States Patemdt @&rademark Office (“USPTQ”), challenging the
validity of one claim from each of the asserted patents in this case. Joao Control, 193 F. Supp.
3d at 802. The USPTO only upheld the validityCtdim 21 of the ‘363 Patent. Id. The USPTO
Patent Examiner found the other claims challerigatle reexamination proceedings (Claim 1 of
the ‘405, Claim 48 of the 130 Patent, and Claim 3haf ‘076 Patent) to biavalid. 1d. At the
time of the Court’s summary judgmiedecision, JCMS had appeatbeé adverse decisions of the
USPTO Patent Examiner. _Id. Volkswagen did redy upon the primaryrior art reference at
issue in the motion for summary judgment, specifically the published European patent
application 92400712.3 to inventor dier Frossard, entitled “System for controlled shutdown

and for location of a movable or mobile equipment.” Id. at 802-803.



In response to JCMS assedgiits patents, accused infringers filed numerous inter partes
review proceedings at the USPTO challenginguhiléity of various claims in the ‘405, ‘130,
‘076, and ‘363 Patents. Id. at 803f particular note to this case,the automotive field, Nissan
North America, Inc. filed petitions to institutetén partes review procdmgs to invalidate each
of the asserted ‘405, ‘130, ‘076, and ‘363 Patents. Id. In January 2016, the USPTO decided to
institute formal_inter partes review procasgs against each of the ‘405, ‘130, 076, and ‘363
Patents, because Nissan had demonstratdtiere was “a reasonable likelihood it would
prevail in establishinghe unpatentability” of thehallenged claims in theatents. _Id. (quoting
35 U.S.C. 8§ 314(a)). In making its preliminamcdion, the USPTO relied heavily on Frossard.
Id. At the time the Court issued its summargggment decision, a trial had not yet taken place in
the Nissan inter partesview proceedings. Id.

Il. STANDARD OF DECISION

The Patent Act of 1952 provides: “The comrexceptional cases may award reasonable
attorneys to the prevailing party.” 35 U.S&285. In 2014, the Supreme Court changed the
law on what constitutes an exceptionalecasorder to award attorneys’ fees:

[A]n “exceptional” case is simplpne that stands out from others
with respect to the substantivarength of a party’s litigating
position (considering both the governing law and the facts of the
case) or the unreasonable manner in which the case was litigated.
District courts may determine whether a case is “exceptional” in
the case-by-case exercise ofeithdiscretion, considering the

totality of the circumstances.

Octane Fitness, LLC v. ICON Health &itkess, Inc., 134 S. Ct. 1749, 1756 (2014). The

Supreme Court noted that, wh€ongress used the word “exceptid’ in 8§ 285, “exceptional’

meant ‘uncommon,’ ‘rare,’ or ‘not ordinary.”_ld.



In Octane Fitness, the Supreme Court alsanged the burden of proof for establishing

whether a case is exceptional. Before Octatreess, the party seeking attorneys’ fees had to

prove that the case was “exceptional” by clead convincing evidence. Id. at 1754, 1758.

After Octane Fitness, the partyekeng an award of attorneys’ feesust show that the case is

exceptional by a preponderance of the evidencehéage in the law lowering considerably the

standard for awarding feear[der § 285]. . . .”_Bayer Cropscience AG v. Dow Agrosciences

LLC, 851 F.3d 1302, 1305 (Fed. Cir. 2017).

Under the Supreme Court’s new standard facéptional,” the district court, considering
the totality of the circumstances, must decide whether the case “stands out” from other cases, for
example, with respect to its lack of substantive strength on the merits or the unreasonable manner
in which the case was litigated. “The Supreme Court rejected . . . a rigid approach in Octane
Fitness, holding that whether a party’s mernssition was objectively reasonable is not
dispositive under § 285. . . . Instead, the Som Court adopted a holistic and equitable
approach in which a districbart may base its discretionaryacitgon on other facts, including
the litigant's unreasonableness in litigatinkge case, subjective bad faith, frivolousness,
motivation, and ‘the need in particular circuarstes to advance considerations of compensation

and deterrence.”_Bayer Cropscience, 851 F.3d at 11306 liberalized earliemterpretations of

§ 285!

In Highmark Inc. v. Allcae Health Management Systeinc., 134 S. Ct. 1744 (2014), a

case decided on the same day_as Octanedsitnthe Supreme Court emphasized that the

LIn Octane Fitness, the Sepne Court overruled thearrower view of § 285 that many courts

had adopted, as reflected_in Brooks Furniture Mactufing, Inc. v. Dutailier International, Inc.,

393 F.3d 1378, 1381 (Fed. Cir. 2005) (“[A] case may be deemed exceptional” under § 285 only
in two limited circumstances: “when there haseb some material ippropriate conduct,” or

when the litigation is both “brought in subjee bad faith” and isdbjectively baseless.”).




determination of whether to awthattorneys’ fees isvithin the sound disct®n of the district
court. The Supreme Court held “that an appeltatert should review all aspects of a district
court’s 8§ 285 determination fobase of discretion.”_Id. at 1747.he Supreme Court explained:

“[A]s a matter of the sound adminiation of justice,” the district

court “is better positioned” to det@ whether a case is exceptional,

because it lives with the case over a prolonged period of time. . . .

[T]he question is “multifarious and novel,” not susceptible to

“useful generalization” of the sothat de novo review provides,

and “likely to provide from tb experience that an abuse-of-

discretion rule willpermit to develop.”
Id. at 1748-1749. “Abuse of disti@n is a highly deferential ahdard of review.” _Bayer
Cropscience, 851 F.3d at 1306.

[ll. DISCUSSION

The issue before the Court is whether, considering the totality of the circumstances, this
case “stands out from others with respecthe substantive strength of a party’s litigating
position (considering both the governing law ahd facts of the case) or the unreasonable
manner in which the case was litigate@ttane Fitness, 134 S. Ct. at 1756.

FCA argues that this case is “exceptional” under § 285 because (i) after the claim
construction hearing, JCMS shoulidve known that the assertedgrdas were invalid as being
anticipated and/or obvioussin light of prior art, particularlifrossard; and (ii) that the manner
in which JCMS litigated thisase was unreasonable.

After considering the facts andethistory of this casehe Court finds that this case is not
“exceptional” under the totality of the circumstas. More specifically, the Court finds that
JCMS’s lawsuit against FCA was not “frivoloust “objectively unreasonable” with respect to

the substantive strength of its litigating positioNor does the Court find JCMS litigated this

case in an unreasonable manner.



A. Whether JCMS Should Have Known thatthe Asserted Patend Were Invalid as
Anticipated or Obviousness

FCA argues that, after the Ctarclaim construction decisnh, JCMS should have known
that the asserted patents were invalid as being anticipated and/or obvious in light of prior art,
particularly Frossard. To pperly address the parties’ argemts on this issue, the Court
provides a brief histgrof this case.

During the discovery phase of this case, Fdigclosed prior art to JCMS, including the
Frossard European patent puhlica, and argued thatehasserted patents rgeinvalid in light
of the prior art. Frossard was published in French, but qualifies as prior art. Similar to the
asserted patents, Frossard teaches a systeemtuiely shut down and locate a vehicle if it is
stolen. Specifically, Frossard teaches a three-device communicatiems{&) a person using
a computer or a telephone communicates withaB)ntermediate computer server, which then
sends a signal to (C) a control device on theote vehicle to havéhe vehicle perform a
function, such as to shut dowretlaehicle if it is stolen.

During the claim construction phase of the céaeed with very similar prior art, JCMS
argued that the language of the asserted claimesild be construed narrowly. For example,
JCMS argued that the claim terms “first sighésecond signal,” and ttird signal” should be
interpreted to mean that “differesignals with content that is nmtentical to the content of the
other signals.”_Joao Control, 2015 WL 506326014t As part of that argument, the Plaintiff
argued that that the claims should, thereforecdyestrued to not include “relay” devices, which
the Court understood to merely regeneratefantiard the same electronic signal. Id.

At the time of construing the disputed claim terms, the Court did not understand the
particular invalidity and infringement arguments tlagse arguments were not before the Court.

Presumably, the parties did not want the Cdarjprejudge the infringement and invalidity



arguments that would be addressed at summary judgment. However, the Court noted: “It
appears that Plaintiff is requasg the Court redraft the claimrguage or otherwise define the
claim language so as to preserve the validitythef claims or otherwise defeat an invalidity
argument that Plaintiff anticipates that Defendant will make in the future. The parties have
alluded to such at orargument.”_1d. at *12.

Given the easily understandable claim ternet the parties requested to be construed
(e.g., “first signal,” “second signaland “third signal”), the Courconcluded that it would not
“rewrite claim terms which are l¢rwise clear to preserve theligdy of the claims or defeat
anticipated invalidity argumentsfd. The Court did state, howevéhat it “reserves the right to
modify its claim constructions as the infringemand invalidity issues athe asserted patents

become clearer.”_Id. at *16. &hCourt specifically cited Lavarading. Inc. v. Sonic Trading

Management, LLC, 445 F.3d 1348, 1350 (Fed. 2006), which held that without the *“vital
knowledge of the accused productsgaor art],” a court’s claim @nstruction decision “takes on
the attributes of something akin to an advisory opinion.”

After completing fact and expert discoyerand the parties filed cross motions for
summary judgment. The Court granted FCA’s mofior summary judgment as to the invalidity
of all nineteen asserted claimisolding that all the asserted claims were anticipated and/or
obvious in light of Frossard. Iits opinion, the Coudrfound that “[tjheasserted patents and
Frossard have essentially the same overaltitre of an A to B to C communication system: a
remote user using, for example, his home coepaénds a signal to dantermediate server
computer which in turn sends a signal to tleatml device at the vehicle to shut down the

vehicle if it is stolen.”_Joa@ontrol, 193 F. Supp. 3d at 809.



JCMS’s primary argument why Frossard did aoticipate or renddahe asserted claims
obvious is that, while Frossard discloses r@akdevice communicatiosystem, Frossard does
not disclose a three “control” device communmatas set forth in # claim. 1d. More
specifically, JCMS argued that the “receiver/decodecuit” in the vehicle as described by
Frossard, which receives signals from the remmtermediate computer server and sends
instructions to systems in the vehicle, was not a “control” device because it was simply
responding or passing along a signal like a “simpleyreldd. at 810. Insteadf the focus being
on the “first signal,” “second signaland “third signal”claim limitations, as it seemed to the
Court at the claim construction hearing, the issuae summary judgment phase of the case was
whether Frossard disclosed a thawhitrol device at the vehicle.

In deciding the summary judgment motion, theu@ looked closely at the Frossard prior
art document and found that there was no genuine lsmaterial fact tharossard discloses a
third control device at the vehicle._ Id.More specifically, the Court found that the
“receiver/decoder circuit” disclosed in Frossardsvaacontrol device, because it clearly satisfied

the Court’s previous construecti for a control device._ ldsee also Joao Control, 2015 WL

5063260, at *4 (construing “control device” as “a a@evihat directs the activity of another
device”).

In opposing FCA’s summary judgmieas to invalidity, JCM&iso took the position that
certain claims were not invalid as being obgpbecause they contad an additional claim
limitation requiring that the user'somputer communicate to the intermediate computer server
over the Internet. Joddontrol, 193 F. Supp. 3d at 812. Hayibeen filed in 1992, Frossard did
not disclose the use of thenternet”. 1d. at 81813. Instead, Frossard disclosed using a

computer on a “Minitel” computenetwork to send a signal frothe user's computer to the

10



intermediate computer server. Id. at 813. Degwed and used in Europe, the Minitel computer
network was essentially a predsser to the Internet. Id.

FCA argued that it would have d&® obvious to a person of ondiry skill in the art at the
time of filing the asserted patents in 1996 to stiie the use of the tarnet for the Minitel
computer network, and cited cases where cofatsmid that substitutinghe Internet in an

otherwise known computer systemould have been obvious. Seeg., Soverain Software LLC

v. Neweqq Inc., 705 F.3d 1333, 1340 (Fed. Cir. 2013).

The Court agreed with FCA, finding that fivould have been obvious to a person of
ordinary skill in the art to modify the systetaught in Frossard to use the more modern . . .
computer communication network of the Interhefoao Control, 193 F. Supp. 3d at 813. The
Court reasoned that it would have been “commemse” for a person of ordinary skill in the art
at the time of the invention of the asserted maten 1996 to substitute the Internet for the
Minitel computer network._Id.

In the present motion for attorneys’ fe€€ A argues that JCMS’s “continued litigation
after losing a digositive claim construction issue warraatsexceptional casdifig.” Def. Mot.
at 8. FCA seeks reimbursementt its attorneys’ fees from the date of the Court’s claim
construction opinion to the prast. FCA argues that, aftéhe Court's claim construction
decision, in which the Court statétht it would not rewrite the &ims to preserve their validity,
JCMS'’s “relay” argument was fully resolved and setiew of the case. lét 6. At that point,
FCA argues that JCMS should have dismissed its case, but, instead, JCMS ignored the Court’'s
ruling and moved forward with fact and expdiscovery, briefed cross motions for summary
judgment, and briefed a significamimber of motions in limineld. at 7. FCA also argues that

JCMS’s position that certain claims were not obvious because Frossard did not disclose the use

11



of the Internet was objectively unreasonablérigplous, thereby making this case “exceptional”
within the meaning of § 285. Id. at 8-10.

Given the particular facts of this casee t@ourt finds that JCMS’s positions after the
Court’s claim construction dects were not frivolous or objectly unreasonable. The Court
first notes that patents duly issued by the USRife presumed valid by statute, and that a party
challenging the validity of a patent must prove fhatent’s invalidityby clear and convincing

evidence. 35 U.S.C. 8§ 282; Microsoft Corp.idi.Ltd. P’ship, 564 U.S91, 95 (2011). Given

this relatively high burden on a party to prove amglaf a patent is invali it is understandable
that a party will take an aggressivesfiion that its patents are valid.

The Court disagrees with FCA'’s assertion that it was unreasonable for JCMS to continue
with its arguments after the Court’s claimnstruction ruling because the JCMS’s “relay”
argument was fully resolved and settled law @& tdase. In its claim construction ruling, the
Court made clear that it did not fully resoltree parties’ claim construction arguments, in the
context of the infringement anidvalidity arguments that theaDrt would ultimately have to
decide, because the parties did not brief therCan those arguments. See Joao Control, 2015
WL 5063260, at *6 n.1. The Court stated that “RI&idid not extensively explain relay devices
and how they operate.” Id. at *11. The Court esgty “reserve[d] the right to modify its claim
constructions as the infringement and invalidity éssof the asserted patents become clearer.”
Id. at *16. Given these factdie Court disagrees with FCAahJCMS'’s “relay” argument was
fully resolved and settled law of the case.

The Court more squarely addressed theigmriclaim construction arguments at the
summary judgment phase of the case and howdiffexent claim terms related to the JCMS’s

validity argument. In its claim constructionling, the Court only considered JCMS'’s “relay”

12



arguments in the context of the proper camgton for the claim tersi “first signal,” “second
signal,” and “third ggnal.” 1d. at *11-12.

Moreover, the Court finds that JCMS’sefay” arguments at the summary judgment
phase of the case were not frivolous or obyetyi unreasonable. Ehprimary issue in the
summary judgment motion was whether the recédeeoder circuit taught in Frossard was a
“control device,” as set forth ithe asserted claims, ahether Frossard ontaught using a relay
device at the vehicle. Joao Control, 19%5Epp. 3d at 809-811. In opposing summary judgment,
JCMS argued that the receiver/ddepcircuit was a relay device, rotontrol device. Id. at 809.
In other words, at summary judgment, JCMS did not challenge the €olaith construction of
“third signal,” which the Court addressed indtaim construction rulingbut rather argued that
Frossard did not teach having a “control device” at the vehicle.

Although the Court held in its summary judgm@pinion that a reasonable jury could
only find that receiver/decodetevice was a control device,ethCourt finds that JCMS’s
continued litigation of this case after the Goclaim construction rufig was not frivolous for
two primary reasons. First, as discussed abthe Court reserved theght to readdress its
claim constructions at oral argument as the igiEment and invalidity issues became clearer. It
was very possible that the Cowrbuld modify one of its previouslaim constructions after fully
understanding the partiesivialidity arguments in theontext of the prior art assue. In fact, the
Court did have a better appreciation for JC818aim construction guments after having an
understanding of the prior amé the invalidity arguments b made. Second, the Court finds
that JCMS’s primary validity argument at summargigment (i.e., that the receiver/decoder in
the Frossard reference was not a control dewloey not rise to the level of being frivolous or

objectively unreasonable, so as to stand aunhfother patent infringement cases.

13



The case law cited by FCA is distinguishable from the present case. None of those cases
dealt with a factual situation where the court esgty reserved the right to readdress its claim
construction rulings when the court could mérsky address the invalidity arguments and prior
art references, especially when considering tlbquirement to prove invalidity by clear and
convincing evidence. Rather, the cases diedCA generally stand for the proposition that a
party crosses the line between artinary case and exceptionzdse if it gnores a settled

adverse ruling._See, e.g., Phonometrics,\IngVestin Hotel Co., 350 F.3d 1242, 1246 (Fed. Cir.

2003) (affirming an award of attorneys’ fees whetaintiff continued tgress its infringement
claim knowing that it could noestablish infringement under a firmly established claim

construction); Sorkin v. Unersal Bldg. Prods., Inc., No. 1:08-cv-133, 2010 WL 519742, at *3-4

(E.D. Tex. Feb. 9, 2010) (finding an exceptionakcasere the court’s claim construction made
it clear that plaintiff's position was “not eveamotely supported by the claim language and the

court’s claim construction order”); Thomas &tBePower Sols., LLC v. Power Distrib., Inc., No.

3:07CV167, 2008 WL 373639, *2 (E.D. Va. Feb. 8, 20(@®)arding attorneys’ fees where
plaintiff “continued to pursue an infringement aain this Court instead of seeking a final order
so that it could appeal this Court’s claimnstruction,” even though “the claims had no chance
of success”).

Regarding JCMS's position that certain oigiwere non-obvious because they specified
using the Internet, the Court does not find thguarent frivolous or olgictively unreasonable.
FCA correctly points out that, at the time JCMSdmé#his validity argument, cases had held that
substituting the Internet in astherwise known computer systemas obvious. JCMS’s validity
position was weak. However, the Court agreéh WCMS that every case must be decided on

its own facts. Given the facts thfis case, the Court finds that this argument does not rise to the

14



level of being frivolous obbjectively unreasonable, so as tokm#his case stand out from other
zealously litigated patent infringement cases. The reasonableness of JCMS’s argument must be
considered in light of the high burden of proof of clear and convincing evidence to prove a patent
invalid.

Other cases have held that the grantoigsummary judgment does not mean the
arguments were so frivolous or objectively emsonable to render the case exceptional within

the meaning of 8 285. For example,_in SFP Works LLC v. Buffalo Armory, LLC, No. 14-cv-

13575, slip op. at 3 (E.D. Mich. Apr. 17, 2017)haligh the court grantedimmary judgment of
no infringement, the court foundahthe defendant had not mehéthigh standard required to

establish entitlement to an award of attorndg®s.” See also Printeron, Inc. v. BreezyPrint

Corp., No. H-13-3025, 2015 WL149442, at *3-5 (S.D. Tex. Nov. 10, 2015) (denying a motion
for attorneys’ fees even though defendant pointedvarious unsuccessful legal and factual
positions” taken by the plaintiff, because theipliff's claims were not so exceptionally
meritless that they “‘descend to the level of frivolous argument or objective unreasonableness™)

(quoting Gametek LLC v. Zynga, Inc., NGV 13-2546, 2014 WL 4351414t *3 (N.D. Cal.

Sept. 2, 2014)).

FCA points to a couple of “oén factors” that make JCMS’s substantive positions stand
out as frivolous or objectively uaasonable. First, FCA pointstize fact thaRaymond Joao —
the inventor of the asserted patents and ownd€MS — is a patent attorney. Def. Mot. at 10-
11. As a patent attorney, FCA argues that Xemuld have known the asserted claims were
invalid. Because the Court has already found tatJCMS’s arguments were not frivolous or
objectively unreasonable, the fact that Joao is anpateorney is irreleva. FCA also points to

the fact that there were advens#ings by other courts on at leasne of asserted patents, or

15



other related patents, that should have piIS®n notice of the substantive weakness of its

case._See Joao Control & Monitoring Sy4.C v. Telular Corp., 173 F Supp. 3d 717 (N.D. Il

2016); (invalidating all of the claims of the ‘3@&tent and related U.S. Patent No. 6,587,046 for

failing to satisfy 35 U.S.C. § 101); Joaor@rol & Monitoring Systems, LLC v. Digital

Playground, Inc., No. 12-cv-6782016 WL 5793745 (S.D.N.Y. Se®0, 2016) (invalidating all

of the claims of the 6,587,046 and 7,277,010 patemtfafliing to satisfy §101). Both of the
above cases were decided shortly after or shbdfore this Court issued its summary judgment
decision on June 10, 2016. Moregvthe cited cases dealt withfferent legal issues than
addressed by this Court. Accordingly, the dixis in those casesddnot provide sufficient
notice to JCMS during the litigation of this casach that JCMS’s positions were substantively
frivolous or objectivelyjunreasonable. Likewise, although th8PTO had instituted inter partes
review proceedings on the disputed patents etippeceedings were still pending at the time the
Court entered decided FCA’s summary motion.

In considering the totality of the circurastes, the Court finds that the substantive
strength of JCMS arguments and positions in this case was not so frivolous or objectively
unreasonable to stand out from other zealouslyatiéig patent infringemermases, so as to be
deemed exceptional under 8§ 285.The Federal Circuit has hettlat the legislative purpose

behind § 285 is to prevent a party from sufferinfgross injustice.” _Checkpoint Sys., Inc. v.

All-Tag Sec. S.A., 858 F.3d 1371, 1376 (Fed. 2017). The Court does not find that it would

be “grossly unjust” in this case “that the winner of the particular law suit be left to bear the
burden of his own counsel fees.” Id.

B. Whether Plaintiff Litigated This Case in an Unreasonable Manner
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FCA also argues that this case stands auhfother patent infringement cases because
JCMS litigated this case in an unreasonablemaa FCA provides several arguments to show
how this case was litigated in an unreasonatdaener. The Court addresses each in turn.

First, FCA argues that JCM@reasonably litigated this case because JCMS refused to
agree to a narrow list of “representative clairesbe considered at summary judgment and trial,
as requested by the Court. In its response hHe¥IS correctly notes #h it offered to narrow
the nineteen asserted claims to a represgatatelve claims. 4/20/2016 Email, Ex. D to PI.
Resp. (Dkt. 195-7). Given thefffirences in the claims being asserted, and the many difficult
infringement and invalidity issugthe Court finds that JCMS’s position was reasonable. At no
time was JCMS unwilling to work with the Court trying to reduce the number of disputed
claims to a representative sample. Accordingly, this argument does not weigh in favor of finding
this case exceptional.

Second, FCA argues that JCMS unreasonabliihsit its infringement theories from
FCA until expert discovery. For example, FCAates that JCMS’s corporate representative
refused to answer any questions regarding JEM&ringement theories during the Rule
30(b)(6) deposition of JCMS. In additionteafthe filing of summar judgment motions, FCA
notes that it was forced to file a motion fons@ons to prohibit JCM%om relying on the late-
disclosed evidence and infringement theoriédore specifically, in its motion for sanctions,
FCA argued that JCMS did notedtify all the third parties inveed in allegedly practicing the
patented invention (e.g., FCA suppliers Spand Airbiquity) and did not disclose how FCA
directed or controlled those tHiparties’ allegedly infringing diwities under a theory of direct
infringement. Def. Mot. for Sanctions at 7(Bkt. 70). In its respae to FCA’s sanctions

motion, JCMS argued that it did not withhold infyfement theories and evidence, and that any
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new evidence relied upon was due to FCA mtmg such evidence shortly before final
infringement contentions were due. Pl. ResDé&b. Mot. for Sanctions at 7 (Dkt. 92). FCA’s
motion for sanctions became moot once toer€granted FCA’s motion for summary judgment
as to invalidity and dismissed the case witgjydice. As such, the Court never decided FCA’s
motion for sanctions.

As to FCA’s assertion that it was improger a fact withess under Rule 30(b)(6) to
refuse to answer questions on JCMS'’s legal tkepthe Court agrees with JCMS that questions
as to legal theories and contentions should géyerat be directed to a fact withess. Such
guestions are more properly asked in contenitb@rrogatories, requests for clarification to a
party’s infringement or validity contentions, or in expert depositions.

As to FCA’s argument that JCMdd not timely disclose itdirect infringement theory
and supporting evidence, the Counds that JCMS did clearly stathat it was alleging a theory
of direct infringement. For example, in itedil infringement contentions, dated October 5, 2015,
JCMS alleged a theory of direcfiimgement. _Id. at 7. JCMS’s claicharts that were part of its
final infringement contentions further disclosattkRCA suppliers Sprint and Airbiquity provided
the communication system for the accused systemat 8. Only a moht later, on November
11, 2015, JCMS disclosed its theorgasd evidence in more detail in the expert report of Frank
Koperda. Moreover, JCMS states that it omelgrhed of the third parganvolved in the accused
system when it took the 30(b)(6) depositionF@A on June 30 and July 1, 2015. Id. at 9.
JCMS also states that FCA didt produce the final versions tife supplier agreements that it
relied upon to prove FCA'’s alleged “direction control” over its third party suppliers until
September 25, 2015, shortly before the Oatobe 2015 deadline for final infringement

contentions._ld. at 8-9. Based thiese facts, the Court finds thhe JCMS did not engage in an
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unreasonable manner of litigation by failing to tignélisclose its infringement theories and
evidence.

Third, FCA argues that JCMS took an unreasonable damages position. According to
FCA, JCMS initially improperly iflated the damages it was seekinga factor of nearly twenty
by offering expert testimony that failed to apgpam the damages to thalegedly infringing
features of the service or product offered fdesaontrary to FederaCircuit case law. _E.g.

VirnetX, Inc. v. Cisco Sys., Inc., 767 F.3d 13a827 (Fed. Cir. 2014). FCA filed a motion to

strike JCMS'’s expert witness’s testimony (Dki9 (redacted) and 134 (sealed)). FCA states
that, on the date that its opposition to thetioroto strike was due, JCMS supplemented its
expert report to apply the cent law and apportion the damages to the alleged infringement.
Def. Mot. for Att'ys Fees at 14. FCA argues that this was improper because expert discovery
had already closed. The Court finds JC88bandonment of an unsupportable litigation
position after a party considerstbpposing party’s case law andg@aments to be commendable.
Of course, it would have been better if JCM&d never asserted an unsupportable damages
position. The Court finds that this argumentHfyA does not weigh heavily in favor of finding
this case to be exceptional.

Fourth, FCA argues that JCMS misstated the dad facts at various points in the case.
FCA points to a couple of notewhy examples: (i) JCMS misstat the law thathere is a
heightened burden to establish that a pateaimclis invalid when the particular prior art
reference being relied upon was previously careid by the USPTO and)(JCMS changed its
proposed claim construction for the claim tefauthorized and allowed” for the ‘363 Patent
after summary judgment. In its response brieM3Cstates that it did not misstate the law on

there being a higher burden on a party challentfiegvalidity of a patent when the USPTO had
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already considered the particular prior aeferences. _See Pl. §e at 19-20 (citing

Securitypoint Holdings, Inc. v. United Stat&. 11-268C, 129 Fed. CI. 25, 35 n.7 (Fed. CI. Oct.

28, 2016)). As to FCA’'s argument that JCMBanged its construcin of the claim term
“authorized and allowed” after summary judgmed@MS states that it “is unable to decipher the
basis for FCA'’s inflammatoryll@gation.” Pl. Resp. at 20.

As to the issue of whether there is a heigbteburden to prove to a patent claim invalid
when the prior art being relief upon was conseddoy the USPTO, the Supreme Court addressed
that issue in i4i Ltd. P’ship, 564 U.S. at 110-11he Supreme Court held that burden of proof
is always clear and convincing evidence. Hogrethe Supreme Court lde where the prior art
was not previously considered by the USPTO,ilt be easier for the challenger to meet the
clear and convincing evidence bundef proof. Id. at 111. Theupreme Court helthat a jury
may be instructed to evaluate whether the esvi@ before it was previously considered by the
USPTO, and if not, to consider that fact when determining whether invalidity has been proven by
clear and convincing evidenced. | Having considered ¢hlaw on this issue, the Court finds that,
in stating that there is a lghitened burden if a challenger eslion prior art that was already
considered by the USPTO, JCMS simply meantttmathurdle to prove a patent claim invalid is,
as a practical matter, more difficult when the pad reference was previously considered by the
USPTO. Accordingly, the Court finds that thasgument does not weidieavily in favor of
finding this case to be exceptional.

As to FCA’'s argument that JCMS tookconsistent positions as to the proper
construction of the claim language “determines Waetan action . . . ian authorzed or an
allowed action” in the ‘363 Patent, the Courtrems with FCA that JCMS did in fact take

inconsistent positions as to this claim limitation. This claim language relates to the idea that the
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vehicle’s owner or other usering a personal computer may canta vehicle system by sending
a signal containing an instruction for the vehicleamointermediate web site or computer server.
The written description of the ‘363 Patent stated the signal sent by the user may contain two
type of codes: (i) an accessde and (ii) a command code. /QW2016 Op. & Order at 7-8 (Dkt.
189). The access code is inegff a type of passcode, while tt@mmand code is an instruction
to control a vehicle system, such as to turn @fignition system to disablhe vehicle._Id.

In support of its summary judgment motiorr foafringement, JCMS agreed with the
Court that the “authorized or allowed” languageant that either thentermediate web site
determined whether the user was authorizeadnyfirming a password or determined whether
the specific command entered by the user was atldwyethe vehicle. PIReply Br.to Mot. for
Summ. J. at 2-3 (Dkt. 87). In other wordsseeking summary judgment of infringement, JCMS
agreed with the Court that claim language wasudidjve in using the wortbr.” 1d. However,
after the Court granted summary judgment of lioMs based on the Frossard prior art reference,
JCMS changed its position and argued in a mdoomeconsideration that this language should
be interpreted to be “conjuned.” 10/07/2016 Op. & Order a0 (Dkt. 189). In other words,
JCMS argued that the correct construction of the claim language was that the intermediate web
site must verify both an access code and cantdncode. JCMS took its new position in an
attempt to preserve the validity of the assedkdims in the patent by distinguishing asserted
claims in the patent from thedssard prior art reference.

After considering the above facthe Court agrees with BGhould not have changed its
proposed construction for the purposf preserving validity of # asserted claims. However,

the Court does not find JCMS’s cligmin position alone sufficient tnake this case exceptional.
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After considering all the arguments madg FCA, and JCMS’s complete litigation
history of this case, the Court finds thatM& did not engage in an unreasonable manner of
litigation within the meaning o8 285, so as to make this case stand out from other patent
infringement cases. Like almost all complexghtiion cases, during the litigation of this case,
there were disputes between thetipa and motions were filed to resolve some of those disputes,
including motions in limine. When properly peeged, the Court was alatle to resolve those
disputes. Taking JCMS’s complete litigation bigtin this case, the Court finds that JICMS’s
manner of litigation did not rise to the level ofrpunreasonable or result in a gross injustice to
FCA. Checkpoint, 858 F.3d at 1376. The Court does not find that JCMS litigated this case with
a motivation to harass or burden FCA.

C. Request for Attorneys’ Fees and Costs Under 28 U.S.C. § 1927

FCA also requests that the Court award itrattgs’ fees pursuant to 28 U.S.C. § 1927.
FCA only devotes two paragraphsit&n motion to this request.

Section 1927 provides that “any attorney . .. who so multiplies the proceedings in any
case unreasonably and vexatiously may be required by the court to satisfy personally the excess
costs, expenses, and attorneys’ fees reasonablyred because of such conduct.” “Unlike
sanctions imposed under a court’s inherenhauty, § 1927 sanctions require a showing of
something less than subjective bad faith, but somgtmore than negligence or incompetence.
Thus, an attorney is sanctionable when he tidpally abuses the judiai process or knowingly

disregards the risk that his actions will needlg multiply proceedings.” Red Carpet Studios

Div. of Source Advantage, Ltd. v. Sater, 465 F.3d 642, 646 (6th Cir. 2006).
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FCA'’s request under § 1927 mirrors FCA’s argnts under 8§ 285. FCA appears to use
8§ 1927 as means to hold JCMS's trial counsel joiatlg severally liable for JCMS’s attorneys’
fees.

For the same reasons discussed regar8i@g§5, the Court finds that JCMS did not
unreasonably and vexatiously multiply the procegsl against FCA. JCMS’s case was weak,
and its counsel made some losing argumentsweder, the Court does not find that this case
rises to the level of saonable conduct under § 1927.

D. Request for Attorneys’ Fees Pursuant to the Court’s Inherent Power

FCA further requests that the Court awardatitorneys’ fees pursuant to the Court’s
inherent authority. FCA’s argument for attoraefees under the Court’s inherent power was
limited to the following: “Here, as described abpJoao’s and its counsels’ actions vexatiously
and oppressively multiplied the proceedings, in faaith, without regard to the language of the
claims asserted, binding Federal Circuit precedent, or this Court's Markman ruling.” Def. Mot.
at 18.

A court can exercise its inherent powergytant attorneys’ feeand non-statutory costs
“when the losing party has acted in bad faithxatmusly, wantonly, or fooppressive reasons.”

Octane Fitness, 134 S. Ct. at 1758. The Court can also award sanctions under its inherent

authority when a party willfully disobeys a court order, or for litigation abuses, even when other

statutory provisions are ipglicable. _Pickholtz v. Rainbow Techs., Inc., 284 F.3d 1365, 1137-

1378 (Fed. Cir. 2002). “Becausetbkir very potency, inherent powers must be exercised with

restraint and discretion.” ChamberdNASCO, Inc., 501 U.S. 32, 44-45 (1991).
For the same reasons discussed abovediega8 285, the Court does not find that an

award of attorneys’ fees or sanctions is appate under the Coust’ inherent authority.
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Specifically, the Court does nohfl that JCMS litigated this casebad faith, vexatiously, or for
oppressive reasons. Nor does the Court findXG68S willfully disdbeyed a court order.
V. CONCLUSION
For the reasons stated above, the CourtedeRCA’s motion for attorneys’ fees and non-
statutory costs (Dkts. 191, 193). Because a sur-reply brief is not needed, the Court denies

JCMS'’s motion for leave tble a sur-reply (Dkt. 199).

SO ORDERED.
Dated: August 16, 2017 s/Mark A. Goldsmith
Detroit, Michigan MARK A. GOLDSMITH

UnitedState<District Judge

CERTIFICATE OF SERVICE

The undersigned certifies that the foregoing domimeas served upon counsel of record and
any unrepresented parties via @eurt's ECF System to their respective email or First Class U.S.
mail addresses disclosed on the Notit&lectronic Filing on August 16, 2017.

gKarri Sandusky
Gase Manager
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