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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF NEW YORK

___________________________________________________________ X
LEVITON MANUFACTURING CO., INC., : MEMORANDUM
: DECISION AND ORDER
Plaintiff, :
: 17-cv-46 (BMC)
- against - :
PASS & SEYMOUR, INC., E
Defendant.
___________________________________________________________ X

COGAN, District Judge.

Beforeme is plaintiff Leviton Manufacturing Co., Inc.’s (“Leviton”) motion for judgment
on the pleadings as to defendant Pass & Seymour’s (“P&S"nafive defense of patent misuse
in this breach of contract action with underlying patent infringement isguespimary
guestions on the motiaare(a) whether a settlement and licensing agreerhetween the parties
arising from a prior litigation precludes defendant from asserting the defiepatent misuse in
this action; and (b) if it does nathetherres judicata neverthelesbars the assertioof that
defense | conclude that the language of the contract does not preclude the defenseaaise b
the claim that plaintiff asserts in this action is different than the claim it as$erttge prior
action,the defense is not barrég res judicata, even though the proof requireaestablish the
defense may be the same or similar to vithabuld have been if the defense had bessed in
the prior action.There is aralternativeeffort by plaintiff to reach the merits of thpatentmisuse
defensebutthatalsofails. Accordingly, plaintiff's motion forpartial judgment on the pleadings,

dismissing thgpatent misusdefense, is denied.
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BACKGROUND
In 2012, Leviton sue®&S alleging infringement of three patent®es. 7,463,124 (the
“124 patent”), 7,737,809 (the 809 patent), and 7,764,151 (the 151 patent”). Leviton Mfg.

Co., Inc. v.Pass& Seymour, Inc., No. 12v-2257 (the “prior case”). Thallegedly infringing

device at issue in the prior ca@nd in this oneyvas aground circuit fault interruptet GCFI”),
which is the mechanism in an electrical circuit that cuts off electricity in th# efa short
circuit or other malfunction The infringing product inhe prior case wa®ferred to aP&S's
“1596 model GFCYr’

The parties settled the prior case pursuant to a Settlement and License Agreement dated
December 10, 2012 (the “AgreementAs its name implieghe Settlement and License
Agreement included a knsing schemender whichP&S would pay royalties to the extent it
sold deviceshat fell withinfive of Leviton’s patents.The Settlement and License Agreement
also provided for an Order of Dismissal in the prior casth the Court retaining jurisdiction to
enforce the Settlement and License Agreement, which was entered.

The current dispute is ov®&S's sales of its1597 model GFCI,” an allegedbifferent
device that P&S began selling in 2015. Levitas suedior breach of th&ettlement and
License Agreement becauB&S is not payingoyaltiesfor its sales othe 1597modd, but
whether there was a breachwilrn on whether the 159%odelfalls within Leviton’s patents
such that it would be infringind) not for the license granted to P&S in tBettlement and
LicenseAgreement.

In its answer tdhe complaintP&S asserted numeroadfirmative defenses, including

patent misuseThe defense as pled hao closely relatedcomponents. FirsB&S asserts that



Leviton has used threats and lawsuits to coerce companies, indR&8)gnto paying royalties
based on invalid patent§econd, it asserts thiagviton has usedserial litigation,” tobrowbeat
licensees into everxpanding licenses and thereby impermissibly broaden the scope and its
patents and unlawfully monopolize the market for GCFIs.

Leviton has moved for partial judgment on the pleadings, seeking dismissal of this
defense. It argudbat: (a) thalefense opatent misuse falls withithe release provision of the
Settlement and License Agreemant is therefore preclude@) even if theSettlement and
LicenseAgreement does not bar assertion of patent misuse, the doctriesg wdicata does; and
(c) even if the defense is not batyé fails on the merits.

DISCUSSION
I

Leviton first contends that under th8 3 of theSettlement and Licengggreement,
P&Sreleased its patent misuse defense. Section 2.13 stat&idteleases and forever
discharges Leviton... from any clams known or unknown that were or could have been raised
in and which relate to or arise in any way from” the prior case. Leviton is wrong.

“[A] release—like any contract mustbe construed in accordance with the intent of the

parties who executed’it Golden Pac. Bancorp v. F.D.I.C., 273 F.3d 509, 515 (2d Cir. 2001).

“[D] eference is to be paid to the plain meaning of the language of a decree and the normal usage

of the terms selected.United States v. Broad. Music, Inc., 275 F.3d 168, 17%{2d®001).

“Where the language of the release is clear, effect must be given to the intentasfidsegs

indicated by the language employed.” Wang v. Paterson, No. 07 Civ. 2032, 2008 WL 5272736,

at *4 (S.D.N.Y. Dec. 18, 2008) (internal quotation markstted);seealsoPeterson v. Regina,

935 F. Supp. 2d 628, 635 (S.D.N.Y. 2013) (“[C]Jourts must look to the language of a release — the



words used by the parties — to determine their intent, resorting to extrinsic evatéynevhen
the court concludes as a matter of law that the contract is ambigudusd@r New York law,
“a release that is clear and unambiguous on its face and which is knowingly and Vgluntari

entered into will be enforced.” Loccenitt v. Pantea, NoCh2 1356, 2014 WL 7474232, at *2

(S.D.N.Y. Dec. 29, 2014) (quoting Pampillonia v. RJR Nabisco, Inc., 138 F.3d 459, 463 (2d Cir.

1998)).

The Settlement and Licensegfeement does not define the word “claim,” but its meaning
is clear enoug. It is a “demand or request for something considered one’s due.” Oxford Living
Dictionary, https://en.oxforddictionaries.com/definition/cla{hast visited August 21, 2017). It
can be used in arguments, personal relationshiyssness, or law. However used, it means that
someone is asking for money, property or other consideration to come their way.

But a claimis not an affirmative defenséndeed, in law, a claim is the opposite of an
affirmative defense, that is, an affirmative defense is a means to defeat or avoid a bl&im.
Federal Rules of Civil Procedure clearly distinguish between a claim and amaéiffee defense.
CompareFed. R. Civ. P. 8(avith Fed. R. Civ. P. 8(c). And it is of course common for
contracting parties aettlinglitigantsto prohibit the assertion of one, soroeall affirmative

defenses should there be subsequent litigation between Sesre.g.,Braintree Labs.Inc. v.

Breckenridge Pharminc.,  F. App’x __, No. 2016-1731, 2017 WL 1829140, at *4 (Fed. Cir.

May 5, 2017) (waiving all defenses except noninfringement); Hugler v. First Bankets Trus

Sens., Inc, No. 12cv-8649, 2017 WL 1194692, at *7 (S.D.N.Y. March 30, 2017) (waiving

untimeliness defense). Indeed, the very suggestion of “releasing an affirmatineaia

dissonant, for it i claim, under its many synonymous variations, that gets released, not an



affirmative defense A more common phrase for the relinquishment of affirmative defenses is to
waive them.

The partieswho were both represented by counsel, understood these basic principles
when they signed th&ettlement and License AgreemeiYhen they wanted to refer to
affirmative defenses, they knew how to do so and did so expressly. In § 3. Setithenent
and License Agreemerthe partiesagreed that “[n]othing in this Agreement shall prevent
P&S. . .from raising any and all affirmative defenses, claims, and counterclainisLeviton
should bring any claim of infringement .against P&S . . .”

Leviton attempts to turn the parties’ recognition of the separate treatment of alaim
defenses on its head, arguing thatdhlg instance in whiclP&S canassert a affirmative
defense is wherkeviton hassued for infringement and the instant clains for breach of th
Settlement and Licengggreement, not infringement. In ruling on th&rties’ prior cross
motiors for partialjudgment on the pleadings, | agreed with Leviton that its claim should be
characterized as one for breach of contracterdtian for patent infringement, even though the
Court must construe Leviton’s patents and determine whether the1597 model would infringe t
decide the merits of the claim.

However,| made that determinaticsoldy for the purpose of construing the effet
§ 3.3 of theSettlement and Licengggreement on this lawsuifThat section imposes a penalty
(as | so held, not liquidated damages), in the evettP&S challengegshe validityof Leviton’s
patents in amfringement action. It remains the fadhat there is nothing in tHeettlement and
License Agreement waiving (or “releasing”) any affirmative defe&&S's express reservation
of itsright to assert defenses in an infringement action does not mean that it waivegslefen

to any other clainthat Leviton might bring that involves infringemeliite issues.



If Leviton wanted the release to preclude P&S from raising particular isadedefenses
no matter what the context, it should have drafted the release to daylisbnot, and the
Settlement and Licens&greement does n@rohibit P&S from raising patent misuse in this
case.

[

Leviton alternatively contends thB&S's patent misuse defense is barred dsjudicata
based on the Order dismissing the prior agtiorsuant to the Sé¢ment and License
Agreement The deficiencies of this argument seem straightforwértails for two reasons.

First,the Supreme Court has exempted the defense of patent misuse from the usual rules
of resjudicata on the ground of what was then called equity and is now called public policy.

Mercoid Corp. v. Mid-Continent Inv. Co., 320 U.S. 661, 670 (1944). Althddgitoidhas

been criticized and many attempesve beemade to limit it to its factsee e.q.,Cunmins, Inc.

v. TAS Distrib.Co., Inc., 700 F.3d 1329, 1337-38 (Fed. Cir. 20C2iical-Vac FiltrationCorp.

V. Minuteman Int’l, Inc., 233 F.3d 697, 701-03 (2d Cir. 2000); Glitsch v. Koch Eng’g Co., Inc.,

216 F.3d 1382, 1385-86 (Fed. Cir. 2000); but see Tank Insulation Intern., Inc. v. Insultherm, Inc.,

104 F.3d 83, 8®8 (5th Cir. 1997) (rejecting criticism of and attempts to |Mhétrcoid), none of
the bases for those distinctions apply here. Rather, this case is indistaieifrom the Federal

Circuit’'s characterization dflercoidin Glitsch, 216 F.3d at 1385-8@&) which it explained that

“Mercoidinvolved two successive infringement actions, and the quéatitve casevas
whether, having failed to raise patent misuse as a defense in the first infringetremt
Mercoid had forfeied its opportunity to raise patent misuse as a defense in the second
infringement action.” The Supreme Court answered that question in the negMieeoid and

so that has to be the answer haseavell



Even f Mercoids special treatment of the patent misuse defenseatigermit its
assertionn this caseleviton’sresjudicata argument would still have tee rejected on this
motionas premature. This is becaule application ofesjudicata to precluddP&S’s patent
misuse defense is inextricabitertwined with the merits of Levitontsreach of contraatlaim.

The Federal Circuit has made it clear that if the alleged infringiaduct in the second
suit is “essentially the same” or “only colorably different” than the producsae is the first

suit, therresjudicata bars a chdienge to the patent’s validityHallco Mfg. Co., Inc. v. Foster,

256 F.3d 1290, 1297 (Fed. Cir. 200Ballco further heldconverselythatif the alleged
infringing products in two actions are not essentially the sameyésgudicata will not bar the

patentvalidity defensan the subsequent actiofd. at 1298.Hallcois consistent with the

transactionahpproach teesjudicata, which precludes its application if the second suit involves

different or new factsSeeE.l. du Pont de Nemours & Co. v. U.S., 561 F. Supp. 2d 1320, 1330-

32 (Ct. of Int’'l Trade 2008). | do not see why patent misuse should be viewed differently than
patent irvalidity in this context.

| am in no position to make the comparison between the 1596 and the 1597 models on the
present record, which alone warrants denial of Leviton’s motion. Moreover, on;eHea
resolution of that issue may go a long way to resolving, if it does not completely resolve,
Leviton’s breach of contract claim. At the very least, if | find that the 1596 and 16@&sare
“essentially the same,” it seems more likely that P&S will owe royalties und&ettlement and
License Agreemerfor the 1597 product, and if | find they are not, then it probably won't. In
any event, | cannot determine the applicationesfudicata at present, even without regard to

Mercoid



[l
A.

P&S barely mentioned the basis for my conclusiorejectingLeviton’s “release”
argument, and did not mention at all the grounds upon which Iregaated Leviton’'ses
judicata defense. Instead, the parties have conflated Leviton’s two arguments through a
convoluted tangenhvolving a prior proceeding beforegtinternational Trade Commission

(“ITC") and itsunreported disposition by the Federal Circuit, i.e. Fujian Hongan Elec. Co. v.

U.S. Int'l Trade Comm’n, No. 2012-1493Fujian’).

The crux ofP&S's arguments that neithethe Settlement and Licengggreanent nor
resjudicata can bar its patent misuse defebseause itould not haveaisedpatent misuse
prior to signingthe Settlement and Licengggreement. This is because, accordinB&®, it
was only aftethe Federal Circuit affirmed a decision of the ITC that invalidated cestain
Leviton’s patent claims that are “similar te’not the same asthe ones at issue in this action. It
was the Federal Circuit's decisidP&S asserts, that illuminated Levitasruses of invalid patents
—invalid, at least, by analogy to the patesrtslaimsat issue irFujian Because the Federal
Circuit had notffirmedFujianat the timehe parties entered intbe Settlement and License
Agreementand this Court dismissed the prior actiBg,S contends, its patent misuse defense
survives both th&ettlement and Licengggreement andes judicata.

Leviton could have easily disposed of this argument by pointinthatithe releasa the
Settlement and License Agreemerpressly bars both known and unknown claims,thatin
the absence of fraudulent concealment, wRi&lS does not allegeesjudicata also bars
unknown claimghat could have been raisebhstead, the parties became embroiled in analyzing

the scope, mues, and timing of the ITC proceeding, the precedential effect, if aRyjiaf and



what the ITC had actually ruled.see no reason to reach those issues betia@isksposition of
Leviton’s release aniks judicata arguments is straightforward, at $orth above.
B.

Neverthelessthe parties have forced me to give some consideratiéujinin the
context of Levitors challengeo the“plausibility” of P&S’s patenimisuse defense_eviton’s
argument mergetsvo related but distinct pleading infirmities, one of which is inapposite here,
and the other of which it is premature to address. And once again, the parties have gome off
frolic and detour, leaving the Couwh a faraway shor® watchtheir two shipspassingn the
night.

“Plaushbility” refers to the omission of sufficient factual allegations to constitute anclai
for relief as required under Federal Rule of Civil Procedure 12(b)(6) andreegblay the

Supreme Court ikshcroft v. Igbal, 556 U.S. 662 (2009), aiell Atlantic Corp.v. Twombly,

550 U.S. 544 (2007)These cases address a situation where a pleader camouflages the absence
of sufficient facts to support a claim through the use of mere conclusory @ssenthether
factual or legal. The overwhelming majority view, to which | subscribe, is that the concept of

plausibility has no applation to affirmative defenseseeSibley v. Choice Hotels Intern., Inc.,

304 F.R.D. 125, 132-33 (E.D.N.Y. 2015) (collecting cases).

Leviton contendshased omne sentencef dictum h a single district court cagand
there are probably other casual references to “plausibility” in the casftefirmative
defenses)thatthe reason forhie majority view is thathese cases were applying Fed&ale of
Civil Procedure 12(f) insteanf 12(c). That is beyond incorrect. Parties more frequently invoke
Rule 12(f), rather than Rule 12(c) as Leviton has done, becalsd XKf) expressly states theat

matterwithin a pleadingnay be stricken as legalfynsufficient; and, in fact,that is a better



description of what Levit@'s motion is attempting to ddBut the question is whether Federal
Ruleof Civil Procedured(c) requiresan affirmative defense meet the plausibility standard
regardless of the procedural vehicle usedtaxchtit,andthe majority view is thait does not.

If anything, P&S has pleaded a lot more than that which is required under Rul@ng(c)
indeed, a lot more than it should haviéhe first paragraph of the affirmative defense states:
“Patent misuseenders the asserted claims of the ‘809 patent and ‘124 patent unenforceable.
Leviton has engaged and continues to engage in a scheme to impermissibly broaden the scope of
its patents, including the ‘809 and ‘124 patent, with anticompetitive gfféfdthat was all it
said, | would see no inadequacy in its pleading, nor would I find any based itonlsev
invocation of Rule 12(c) when juxtaposed against the complaint. Leviton would be on notice
that there is a patent misuse defense in play, and it vbeuddble to obtain discovery frof&S
to find out exactly what conduct it was contending constitutes patent misuse (andgcedigipr
P&S would be able to take discovery from Leviton on that issue).

However, P&S did not stop at the language quoted abibvgnored the basic principle
of pleading that, in most cases, one should say as musmesessgrand no more, and
continued to allege the basis the affirmative defense of patent misuse four more pages.
Despite its length, the allegationst@ally say very little about the defens@d, as Leviton points
out, mostlyincludeboilerplatelanguagehat P&S likely cloned from another casen the course
of doing that, P&Seferences, as an example of how Leviton has abused its patent, theaFeder
Circuit’'s decision inFujian And so we are back fujian

It is from that citation that Leviton’s secorahd more importanthallenge to the patent
misuse defense is raised_eviton seeks a determination that the patent misuse defense fails on

its merits. That is nota “plausibility” argument under Igbal arfBell Atlantic. Rather, Leviton is

1C



advancinga failure on the meritas a matter of lawngne form oflegal insufficiency, as used in

Rule 12(f). That is, when one views the totality of P&S’s defense, not the just ivosesl, but
all the facts upon which it is based, it fails on the merits because the conduct nethpfailoes
not constitute patent misuse.

As suggested above, | see no problem with Leviton having designated its motion as
brought under Rule 12(c) instead of Rule 12(f). However, if a litigant is going to chaltenge t
merits,i.e., not thefulsomenessf thefactual allegationsbut whether the undisputed facts show
thefailure of anaffirmative defensethen, whether under Rule 12(c) or Rule 14 failure of
the defense as a matter of law has to be apparent from the face of the pleadings, og as with
motion under Rule 12(b)(6), such additional material that is deemed part of thagéeadi

through incorporation by reference. See, e.qg., Allen v. WestPa@pperell, In¢.945 F.2d 40,

44 (2d Cir. 1991)Dejesus v. HE Mgmt. Servs., LLC, No. ©/-1298, 2012 WL 5289571, at

*2 (E.D.N.Y. Oct. 23, 2012) (i general, affirmative defenses are not properly available on a
motion to dismiss for fail@ to state a claim, unless thiee defense appesaon the face of the

complaint.”) (quoting Pani v. Empire Blue Cross Blue Shield, 152 F.3d 67, 72 (2d Cir. 1998)).

To address the merits B&S's patent misuse defense, Leviton again attackscibyees
issues, and timing of the ITC proceeding, the precedential effect, if ating BEderal Circuit’s
Fujiandecision, and what the ITC had actually ruléshd that is all that it doesin its view,
P&S's defense rises or falls dtujian

P&S, for its part, takes the bdihstead of saying “our defense is nadt based on
Fujian” as the broad language of its affirmative defense would have perrfi&Shssers that

the Federal Circuit’'§ujiandecision sbws how Leviton is misusing its patents, even though

11



P&S could well have argued that its statement of the gedefahse encompassather Leviton
conduct (which it dodsand that it needs discovery into that condtict.

But even ifP&S was required to successfully defend its characterizatiéiujen to
maintain itspatentmisuse defense, there are still factual issues. An adverse, precedential
determination by the Federal Qiitor the Supreme Court of tipatent in issue is not a
prerequigte to a patent misuse defengéa patentee knows his patent will not survive a validity
challenge- for whatever reasonand nevertheless uses it to leverage licenses underahreat
actual use ofripplingly expensivditigation, thenthat may constitutpatent misuse. And if a
closely related patent is used for that purpose when its cousin has in fact been dedédd |
then that could also be patent misuse.

Here, | cannot tell how the patents or claims within the paternlkss case ampare with
those claims or patents declared invalid in Fujian. Even if | accept Leviton’s patitihély are
different patents and claims, P&S is resting on “substantial similaritydsst them, and |
cannot resolve that issue on a motion for judgment on the pleadings. Moreover, at this stage of
the litigation, | am not prepared to limit the patent misuse defense to a compeétistme
Fujian case (even though P&S appears to IR&RS has validly interposed a patent misuse

defense, and its validityilvbe determined at summary judgment orltfia

1 Of course, P&Ss not going to be granted broad discovery to go hunting fasrecthat might constitute patent
abuse. If, as Leviton construes it, the defensimited to theFujianmatter, then there is no basis for discovery
beyond that. However, dispositiontbe affirmative defense is still going to requirdegailed comparison of the
patents and claims at issueHnjianand those here. It is not enough, as Leviton argueshtiaare merely
“different” patents and claims.

2 The parties are advised thhe Court’s patience with piecemeal motions challenging clairissoes is at an end.

There is going to be Markmanhearing in this case, if necessary, followed by a single suynjodgment motion,
if appropriate, and then a trial of any remainitanos.
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CONCLUSION
Leviton’s motion for partial judgment on the pleadings, dismissing P&S’s patent misuse
defense, is denied.
SO ORDERED.
Digitally signed by Brian
M. Cogan

Uu.S.D.J.

Dated: Brooklyn, New York
August 25, 2017
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