IN THE UNITED STATESDISTRICT COURT
FOR THE EASTERN DISTRICT OF TEXAS
MARSHALL DIVISION
GOOGLE INC.,
Plaintiff,
V. Civil Action No. 2:11-cv-00229-JRG-RSP

BENEFICIAL INNOVATIONS, INC.,

Defendant.
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MEMORANDUM AND OPINION

On January 23, 2014, after a thdagy jury trial, gury reached a verd regarding Google
Inc.’s (“Google”) breach of contract claim agdirBeneficial Innovations, Inc. (“Beneficial”).
(SeeDkt. No. 514.) The jury found that (1) Beficial had breached the prior Settlement
Agreement between Beneficial and Google byding a lawsuit against dam Google customers
for infringement of United States Paté\ws. 6, 712,702 (the 702 Patent”) and 7,496,943 (the
943 Patent”) based on the customers’ us&obgle’s DoubleClick product; and (2) Google was
entitled to recover nominal damagesthe amount of one dollar.1d() Beneficial now seeks
judgment as a matter of law to otten the jury’s verdict. feeDkt. No. 541.) Having reviewed
the parties’ written subresions, and for the reasons stated below, the O&hii ES Beneficial's
motion.
. BACKGROUND

In 2007 and 2009 respectively, Beneficial sugdogle (among others) in this Court

alleging infringement of the '702 and '943 Patent§&edJoint Final Pre-Trial Order, Dkt. No.
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445, Uncontested Facts.) Googhreld8eneficial entered into a settlement agreement in 2010 (the
“Settlement Agreement”), which resolved Benefid infringement claimagainst Google in both

the 2007 and 2009 casesld.Y Paragraphs II.A and 11.B of the Settlement Agreement provide as
follows regarding the license Google and its customers obtained under the agreement (the
“license”):

A. Beneficial and its Affiliates grant worldwide, royalty-free, non-exclusive,
non-transferable (exceps provided below) fully pa-up, perpetual, license under
the Licensed Patents to (i) Googlegube, NBC Universal (“Defendants”), and
their past, current, and future Affiliateéacluding a license for prior activities of
future Affiliates, and (iilDefendants and their Affiliate’ past, current and future
Partners, whether direct or indirect, but dnto the extent that Partner’s role in
making, having made, using, selling, ofiag for sale, or importing any products

or services of Defendants or their Affiliates and only to the extent such act by
such Partner would constitute direct or direct infringement of a claim of the
Licensed Patents by Defendants oeth Affiliates butfor this license.

B. For the avoidance of doulihe license in subparagph (ii) above does not
license a direct or indirect customer ddefendants or their Affiliates simply
because the customer uses a product or service supplied by Defendants or their
Affiliates if such use does not constitutdirect or indirect infringement of the
Licensed Patents by Defendants or their Affiliateszor example, assume (a)
claim “x” of a Licensed Patent covers soawivity of a ThirdParty’s website, (b)
the Third Party uses products or servipesvided by Google wdn engaging in the
infringing activity, and (c) the provision @hose products or services would not
constitute direct or indirect infringemedoy Google of claim “x.” In this example,
the Third Party is not liceesl under claim “x” to engage such ativity because
only the Google products or services are licensed.

(PTX 1 (emphasis added).)

Beneficial subsequently filed the instant cagainst a number of entities for infringing the
'702 and '943 Patents. Some of the named bBadats were and remain Google customers (the
“Accused Google Customers”). Google intervermed answered on behalf of these Accused
Google Customers and raised an affirmative claintbreach of contraggainst Beneficial. See
Google’s Complaint in Intervention, Dkt No. 193@o00gle claims that Beneficial breached the
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Settlement Agreement by bringindgavsuit against the Accused@gle Customers for infringing
the '702 and '943 Patents based on their usgoafgle’s DoubleClick product. On December 10,
2013, the Court granted all partielgint Stipulation to Bifurcat@rial, and bifurcated Google’s
claim for breach of contraatto a separate trial. S€eDkt. No. 460.) The resulting verdict is at
issue here.

1. LEGAL STANDARD

A motion for judgment as a matter of law shobégranted if there is no legally sufficient
evidentiary basis for a reasonable jury to find for a pa®geFed. R. Civ. P. 50. Upon a party’s
renewed motion for judgment as a matter of lallofing a jury verdict, the Court asks whether
“the state of proof is such the#gasonable and impartial mindsutd reach the conclusion the jury
expressed in its verditt. Fed. R. Civ. P. 50(b)Am. Home Assur. Co. v. United Space Alliance
378 F.3d 482, 487 (5th Cir. 2004). A jury verdictsnstand unless therelack of substantial
evidence to support therpis factual findings, or the legalonclusions impliedrom the jury’s
verdict cannot, in law, be supported by those findings. “Substantial evidence is defined as
evidence of such quality and weight that oeble and fair-minded mein the exercise of
impartial judgment might reach different conclusionsthrelkeld v. Total Petroleum, In@211
F.3d 887, 891 (5th Cir. 2000). “[A] mere scintiihevidence is insufficient to present a question
for the jury.” Id. In evaluating a motion for judgmentasnatter of law, a court must “draw all
reasonable inferences in the light most favigaio the verdict and cannot substitute other
inferences that [the court] mightgard as more reasonableE.E.O.C. v. Boh Bros. Const. Co.,
L.L.C, 731 F.3d 444, 451 (5th Cir. 2013) (citation omitted).

1. ANALYSIS



Beneficial argues that it is entitled touglgment as a matter of law because Google has not
met its burden of proving thahe Accused Google Custorsemuse of DoubleClick would
constitute indirect infringemerty Google. According to the Settlement Agreement, the license
only covers Google customers’ use of a product or setvidthe extenthat such use “would
constitute direct or indirect infrgement” by Google but for the license.Seg Settlement
Agreement, PTX1 § Il. A.) At the jury tliaGoogle presented twtheories of indirect
infringement — contributory and induced imigement. Beneficial, haaver, contends that
Google has failed to present subsiErevidence establishing eithef its indirect infringement
theories.

In a footnote, Beneficial also renews itg@ments made in its Rule 50(a) motion at the
conclusion of the evidence that Google has daile present sufficient evidence of direct
infringement. $eeDkt. No. 541 at 7.) Given that there dan“no indirect ifringement without
direct infringement,” the Qurt will first address the dkct infringement issue. Limelight
Networks, Inc. v. Akamai Technologies, Jdi84 S. Ct. 2111, 2116 (2014).

A. Direct Infringement

Beneficial contends that it is entitled talpment as a matter of law because Google has not
met its burden to prove that the Accused GoQuistomers’ use of Google’s DoubleClick directly
infringed the asserted patents. Without provimgaiinfringement, Googheould not be able to
prove indirect infringement.See Limelightl34 S. Ct. at 2116.

The parties do not dispute th@bogle, as the party allegj breach of the Settlement
Agreement, bears the burden to prove thatAbcused Google Customers’ use of DoubleClick

would constitute indirect infringement by Goeddut for the license. Accordingly, Google bears



the burden to prove that the use of DoubleCliduld, without the license, directly infringe the
asserted patents. To satisfy such burden, @Gopgiffered the following evidence at trial: (1)
Beneficial's Second Amended Complaint acngseach of the Accused Google Customers of
infringing the asserted patents; (PTX 4, 11 19, 26.) (2) Beakdidnfringement Contentions
which included an element-by-element claim cinaatching each element of the asserted claims
to a certain feature othe Accused Google Customers’ wids, (PTX 8; PTX 9.) and (3)
Beneficial’'s responses to two sefdnterrogatories in ik case. (PTX 12 at4; PTX88at3.) All
these exhibits were admitted into evidence over Beneficial's objectiSaeDkt. No. 501.)

Beneficial now argues that nowé Google’s supporting materiabnstitutes evidence of
direct infringement. First, Beneficial assdtiat its Second Amended Complaint is not evidence
of infringement. In the complaint, Beneficalleges that each oféhAccused Google Customers
has “infringed” and “will continue to infringe” the '702 and '943 Patents because they used the
patented methods on their websites “without anseeor permission from Plaintiff.” (PTX 4 11
19, 26.) The complaint then goes on to identifiskof alleged infringing websites, including
those of the Accused Google Customerfd.) ( Beneficial does not appear to dispute that, “[a]s a
general rule,” pleadings made in the same adsiadmissible “as admissions of the pleading party
to the factsalleged therein.” Continental Ins. Co. of New York v. Shernd®0 F.2d 1294, 1298
(5th Cir. 1971) (emphasis adde#jardy v. Johns-Manville Sales Cori851 F.2d 742 (5th Cir.
1988) (same). Beneficial’'s pdisin is that its complaint e¢dains only legal conclusions
regarding infringement, but no factual allegas that may properly be considered as
“admissions.” $eeDkt. No. 541 at 7 n.1.)

Courts generally distinguish between “legainclusion” and “factual allegation” when



assessing the probative value of party admissiddsme courts have held that while “facts alone
may be admitted,” a legal conclusion cannot be an admisst@e Interstate Brands Corp. v.
Celestial Seasonings, IncG76 F.2d 926, 929 (C.C.P.A. 1978 @ trademark appeal, “that
confusion is unlikely to ocetl held as a legal conclusion and not an “admissiog€e also
Giannone v. U. S. Steel Cor238 F.2d 544 (3d Cir. 1956) (“[L]Jegal conclusions are not
admissions.”) Other courts, recognizing theefiline between factugpleadings and legal
conclusions, have held that, whéaets are in dispute, a party adsion, even one akin to a “legal
conclusion” rather than an “admission of faabuld be “an important factor in resolving the
conflict in the evidence.” See Borel v. U.S. Cas. C@33 F.2d 385, 388 (5th Cir. 195®&)epfer

v. Beller, 944 F.2d 1213, 1219 (5th Cir. 199&8dmissions made in ttiaourt pleadings that an
individual “was a duly authorized agent” and that actions were taken “within the scope of his
duties” held to be evidence of the matter admitted).

Here, Beneficial contends thai the issue of direct infringement, all that is contained in
its complaint are legal conclusions which cannonstitute a party admission. This Court
disagrees. It is axiomatic that a complaint must plead “enfaefiral matter that, when taken as
true, states a claim to relief that is plausible on its fade.'re Bill of Lading Transmission &
Processing Sys. Patent Litjgs81 F.3d 1323, 1331 (Fed. Cir. 2012) (citiBgll Atl. Corp. v.
Twombly 550 U.S. 544, 570 (2007)) (emphasis added). A complaint claiming direct
infringement based solely on “lalgconclusions” would have fadethe threshold requirement of
Federal Rule of Civil Procedure 8(a)(25ee id. Here, Beneficial’'s complaint is one that closely
follows the sample complaint for direct pateénfringement as set forth in Form 18, which

requires, among other things, “a statement tlefendant has been infging the patent “by



making, selling, and using [the accused device] embodying the pat€rtéch Telecomm., Inc.

v. Time Warner Cable, Inc/14 F.3d 1277, 1283 (Fed. Cir. 2013) (emphasis added). Beneficial's
complaint alleges that each of the Accused Google Customers has “infringed” and “will continue
to infringe” the asserted patents by using tratented methods on their websites, “without a
license or permission from Plaintiff.” (PTX 19, 26.) That the Accused Google Customers
have “infringed” and “will continue to infringe” appear to be legal conclusio@se id(Wallach,

J., concurring) (that the defenddrd infringing” found to be legaconclusions). However, the
allegation that the Accused GoegCustomers have been using the patented methods on their
websites, “without a license or permasifrom Plaintiff’ is a factual one.See id.(that the
defendant is “making, selling and using electridon®that embody the patented invention” found

to be a factual allegation). Therefore, Bmal's complaint does not contain only legal
conclusions on the question of imgement. This Court conclusléhat the factual allegations
identified above, though closely intertwined witie ultimate legal anclusion, were properly
considered by the jury as Beneéits admission of th matter alleged.See Continenta#t39 F.2d

at 1298.

Beneficial next arguethat its infringement contentionshich match each element of the
asserted claims to a certain f@@t on the Accused Google Custosiavebsite, are not evidence of
direct infringement. $eePTX 8; PTX 9.) According to Beficial, infringement contentions
are mere procedural tools for providinotice of a plaintiff's specifitheoriesof infringement, and
thus cannot be offered as evidencéhe Court agrees that infigement contentiorere generally
used as Beneficial describes$n a patent infringement caseplaintiff cannot prove infringement

based on contentions alone, and must profféficent evidence supporting the allegations set



forth in the infringenent contentions.See, e.g.02 Micro Int'| Ltd. v. Monolithic Power Sys.,
Inc., 467 F.3d 1355, 1369 (Fed. Cir. 2006) (affirmingsrdit court’s grant of summary judgment
of non-infringement when the plaintiff failed farovide evidence supporg its infringement
contentions).

However, there have been situations wehanfringement contdions were properly
admitted as evidence in a patent infringemenécaad such contentions alone may suffice to
prove that a particular device embodied eachevery element of the asserted clain®e Evans
Cooling Sys., Inc. \General Motors Corp.125 F.3d 1448 (Fed. Cir. 199¥anmoor v. Wal-Mart
Stores, Ing.201 F.3d 1363 (Fed. Cir. 2000). Manmoor the defendants moved for summary
judgment of invalidity on the basis that the acdupeoduct had been on sale before the critical
date of the asserted patentSee Vanmoor201 F.3d at 1365. Despite the patentee’s objection
that the defendants had failed to prove the acqusmtlict disclosed each and every element of the
asserted claims, the district court grantethsary judgment of invalidity, which the Federal
Circuit affirmed. See idat 1366-67. The Federal Circuit héltdht, when the item identified as
anticipating prior art is the same as thatichhthe patentee contended to be infringing, the
patentee’s infringement contams alone satisfy the accukenfringer's burden to prove
anticipation. See idat 1367. Essentially, “the patenteecsasations of infringement serve as a
binding admissiohthat the accused devicembodies each and eveslement of the asserted
claims. Gammino v. Sprint Commc’ns Co. L.EIV. 10-2493, 2011 WL 3240830, at *2 (E.D.
Pa. July 29, 2011) (citinganmoor 201 F.3d 1363) (emphasis added).

Vanmooris instructive in the instant case. rideBeneficial alleged that each of the

Accused Google Customers infringed the '702 ®4@ Patents by presenting advertisements on



their websites. See, e.gPTX 12 at4.) Beneficial's infringeent contentions séorth in detalil
how each and every element of the asserted claers allegedly practicdaly these customers’ ad
presentations. SeePTX 8 at 2-46; PTX 9 at 2-43.) Albugh the contentions did not specifically
identify Google’s DoubleClick as the accused infrimggproduct, it is undisputed that all Accused
Google Customers used Double®lim present ads on their websites. (Trial Tr. Jan. 21, 2014
PM at 87:3-7 (Trinh).) Accordg to Google’s witness Mr. Mik&rinh, Beneficial’'s infringement
contentions describe preciselytiat DoubleClick did and what [Google)ld [its] customers to do
with DoubleClick.” (d. at 93:25-94:7.) Beneficial’'s owdiscovery response confirms that,
while its infringement contentions did not idéptany specific technology, the contentions fully
apply to Google’s ad-presentati product (i.e., DoubleClick). SeePTX 12 at 3.) Like the
defendants ivanmoor who relied on the plaintiff's infringaent contentions to prove that the
accused product embodied each and every elemére asserted claims, Google is entitled to use
Beneficial’'s contentions in the same regarfiee Vanmoor201 F.3d at 1367. In both cases, the
plaintiffs’ accusations of infringement seras a “binding admission” which may properly be
considered as evidence by the jureeGamming 2011 WL 3240830, at *2.

In summary, contrary to Beneficial's adsen, both its complaint and infringement
contentions may properly serve as evidence wdctlinfringement. Based on this evidence, a
reasonable jury could haveund that the Accused Google sfamers’ use of DoubleClick
constituted direct infringement butrfthe license. Accordingly, the ColbENIES Beneficial's
renewed motion for judgment as a matter of laat thoogle failed to present substantial evidence
of direct infringement.

B. Contributory Infringement



As noted above, the Settlement Agreement granted a license to the Accused Google
Customeronly to the exterthat a customer’s use of Googl®gucts would constitute direct or
indirect infringement by Google. S€ePTX 1.) At trial, Google argued that such condition is
satisfied, because the Accusé&bogle Customers’ use of DoubleClick constituted either
contributory or induced imngement by Google but for the licens Beneficial now contends that
Google failed to present sufficieewidence on either of these indirect infringement theories. The
Court will address each theory in turn.

Contributory infringement prohits sale and importation into the United States of a
component or apparatus for use in a patentechss that has no use extddpough practice of the
patented method.Alloc, Inc. v. Int'l Trade Comm’n342 F.3d 1361, 1374 (Fed. Cir. 2003). 35
U.S.C. § 271(c) sets forth the frama for proving contributory infringement:

Whoever offers to sell or sells within the United States or imports into the United

States a component of a patentedchine, manufacture, combination or

composition, or a material or apparatus @ise in practicing @atented process,

constituting a material padf the invention, kawing the same to be especially

made or especially adapted for use in an infringement of such patent, and not a

staple article or commodity of commemgtable for substantial noninfringing use,

shall be liable as a contributory infringer.

35 U.S.C. § 271(c).

The parties do not dispute th@bogle, as the party allegj breach of the Settlement
Agreement, bears the burden to prove thgtsupplying DoubleClick to the Accused Google
Customers, it either contributed to or induceditiiengement of the asserted patents, but for the
license. Beneficial asserts that Google faileadday this burden with respect to contributory

infringement, because (1) Google failed tdraduce sufficient evidence establishing that

DoubleClick was especially made or adapted tarig Beneficial's patest (2) Google failed to
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present sufficient evidence that DoubleClick hasubstantial non-infringing use.

In order to prove contributory infringement,nitust be shown that the alleged infringer
“knew that the combination for which its comporewere especially made was both patented and
infringing,” and that those components héwe substantial non-infringing use.'Golden Blount,

Inc. v. Robert H. Peterson C&65 F.3d 1054, 1061 (Fed. Cir. 20043 @!den Blountl). Such
“staple article of commerce dorte codified in 8§ 271(c) was devised to identify instances in
which it may be presumed from distribution ofaticle in commerce that the distributor intended
the article to be used to infringaother’s patent, and so may judily held for that infringement.”
Ricoh Co., Ltd. v. Quanta Computer In850 F.3d 1325, 1338 (Fed. Cir. 2008) (citMgtro—
Goldwyn—Mayer Studios, Inc. v. Grokster, | 845 U.S. 913, 919-24 (2005)).

a. Especially made for usein infringing a patent

At trial, Mr. Sheldon Goldberg, the inventortbe asserted patents and also the sole owner
of Beneficial, testified (via video deposition) thiae claims asserted in this case “deal with the
display of an advertisement, along with website information at the same time” and “in one
webpage” to the user. (Trial Tr. Jan 22, 2@M at 61:5-11, 66:11-25 (Goldberg).) Google’s
DoubleClick, on the other hand, is “a set of produbtt Google provides to advertisers” for
displaying advertisements on their webstte¢Trial Tr. Jan. 21, 2014 PM at 68:17-20 (Trinh).)
Google intended its customersuse DoubleClick to “serve advesgments alongside content and
services,” much like Mr. Goldberg’s descriptiohthe asserted claims. (Trial Tr. Jan. 22, 2014
AM at 40:6-14 (Bellack).) In the 2007 and 2d@@suits, Beneficial sed Google and a Google

subsidiary, Youtube, (among othgfsr infringing the '702 and '94Patents respectively. (Trial

! DoubleClick used to be a separate company before it was acquired by Google in(208BTr. Jan. 21, 2014 PM
at 69:1-11 (Trinh).)
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Tr.Jan. 21, 2014 PM at 63:9-16 (Trinh).) Accoglto Mr. Trinh, Double@ck (the product) was
part of those prior lawsuits because Yd¢ was then using DoubleClick to provide
advertisements on its websiteld.(at 68:1-9.) During the discovery process in such prior
lawsuits, DoubleClick (the company) provided dmeuntation to Beneficialand Beneficial also
examined Google engineers whrked with DoubleClick. I¢l. at 68:10-15.) Google and
Beneficial eventually settled the 2007 and 2009 lawsuits in 208@eP(TX 1; Trial Tr. Jan 21,
2014 PM at 74:12-22 (Trinh).) Google, howeverdmao major changes in the way it teaches its
customers how to use DoubleClick after tH#@2 lawsuit. (Trial Tr. Jan. 22, 2014 AM at
40:24-41:3 (Bellack).)

The evidence establishes that Google had keaye of both the '702 and the '943 Patents
no later than the time Beneil initiated the 2009 lawsuit. By 2009, Google had acquired
DoubleClick (the company) and started afig DoubleClick as a Google product for its
customers to use in displaying ads on theabsites. In both the 2007 and 2009 lawsuits,
Beneficial accused Youtube, a Google subsidiary, of infringinyieand '943 Patents, based at
least in part on Youtube’s pesgtation of ads via @ubleClick. DoubleClick was the subject of
extensive discovery in thoseiqr lawsuits. Also, certain @gle engineers who were then
working with DoubleClick were examined bBeneficial during the discovery process.
Accordingly, since at least the 2009 lawsuit, Gedgew that, when a custher, such as Youtube,
used DoubleClick for its intended purpose, i.edigplay ads on the customer’s website, such use
would be accused of infringing both the '702 and'8#8 Patents. In other words, since at least
the 2009 lawsuit and based on Beneficial’'simffement accusations against Youtube, Google

knew that using DoubleClick to display ads omwstomer’s website was “both patented and

2 The '702 Patent was asserted in the 2007 lawsuitren®43 Patent was asserted in the 2009 lawsuit.
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infringing.” See Golden BlounB65 F.3d at 1061. Accordinglg, reasonable jury could have
found that Google possessed the requisite knowldageDoubleClick was “especially made or
especially adapted” for use infimging Beneficial’'s patents.

Beneficial argues that to satisfy the “esipdly made” requirement of contributory
infringement, Google must prove that DoubleCliclsveapecially made to infringe each and every
limitation of Beneficial's patents. SeeDkt. No. 541 at 21.) Beneinal failed to provide any
authority, and the Court is ane of none, which imposes such a rigid requirement on the
“especially made” prong of the test faontributory infringement. Indeed, iRollock v.
Thunderline-Z, Ing the Federal Circuit helthat the accused infringer's knowledge that the
component it supplied “was used in anfrimging combination...is enough to establish
contributory infringement.” Pollock v. Thunderline-Z, Inc215 F.3d 1351 (Fed. Cir. 199%ge
also Preemption Devices, Ine. Minnesota Min. & Mfg. C9.803 F.2d 1170, 1174 (Fed. Cir.
1986) (knowledge that the components would be used in an infringing system was held sufficient
to satisfy the “especially matl requirement). Here, Google mtethrough two por lawsuits
where Beneficial accused its subsidiary (Youtubayfinging the '702 and '943 Patents, based at
least in part on Youtube's usd# DoubleClick. Therefore, @gle knew that, if it provided
DoubleClick to another customer without altevati that customer wouldse DoubleClick in an
“infringing combination,” justas Beneficial had allegedSee Pollock215 F.3d 1351. Despite
such knowledge, Google continued providing DoubldGiicmore customers and did not alter the
way it instructed its customers to use DoubldClicSuch is sufficient to establish Google’s
knowledge that DoubleClick was “especially made or adapted” to infringe Beneficial’'s patents.

See id
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b. Substantial non-infringing uses

Beneficial next contendshat Google has failed to introduce sufficient evidence
demonstrating that DoubleClick has no “substanta-infringing use.” As noted above, Google
bears the burden to prove that its customers’ use of DoubleClick constitutes contributory
infringement by Google, and accordingly bears burden to prove thddoubleClick has no
substantial non-infringing uses. Once Google makes e facieshowing that DoubleClick
is not “suitable for sultantial non-infringing use,” the burdenift to Beneficial to “introduce
some evidence that end-usexstually’ used DoubleClick in a non-infringing wayGolden
Blount, Inc. v. Robert H. Peterson C438 F.3d 1354, 1363 (Fed. Cir. 2006) (emphasis added).

Here, Google cites Beneficial’'s infringemeardntentions, which identified 123 websites.
All these websites used DoubleClick to display adsl all of them, according to Beneficial’s own
admission, infringed each and every limitation of the asserted pateSte, €.9g.PTX 8.)
Google’s witness Mr. Trinh testified that Beneficial's infringement contentions describe precisely
“what DoubleClick did and what [Google] told [itsustomers to do with DoubleClick.” (Trial
Tr. Jan. 21, 2014 PM at 93:25-94:7, 18¥25 (Trinh).) Google’s witrsses further testified that
Google intended its customersuse DoubleClick to “serve advertisements alongside content and
services,” which is a ‘idtinguishing” feature athe asserted patentsidentified by Mr. Goldberg,
the inventor. (Trial Tr. JaB2, 2014 AM at 61:5-11, 66:11-25 ¢@Eberg); Trial Tr. Jan. 22, 2014
AM at 40:6-14 (Bellack); Trial Tr. Jan. 21, 2014 Ri¥195:18-21 (Trinh).) Based on the above, a
reasonable jury could havesund that, per Google'structions, its customers only used
DoubleClick in an infringing fashion as descidbén detail in Beneficial’'s infringement

contentions. Google has made oudrema facieshowing that DoubleClick is not “suitable for
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substantial non-infringing use.”
I Using DoubleClick to serve adstisers who have disabled cookies

To rebut Google’prima facieshowing, Beneficial's expeBr. Kevin Almeroth presented
three purported “substantinon-infringing uses” of DoubleClick.First, Dr. Almeroth testified
that “DoubleClick can be used serve ads to users who have Hled cookies.” (Trial Tr. Jan.
22,2014 PM at 89:7-16 (Almeroth).) According to Dr. Almeroth, such is a non-infringing use to
Claim 53 of the '702 Patent, and Gta 49 and 67 of the '943 Patentld. This is because these
claims all require that “[o]n the subsequentwvark communication, the responsive information is
provided back to” the service providingetwork accessiblenode (“SPNAN”). (d. at
38:23-39:5.) Dr. Almeroth exained that, in order for theesponsive information to be
transferred from the user back to the webas#t€laimed, a cookie neefbsbe established. Id, at
40:15-24.) As such, Dr. Almeroth opined thainhgsDoubleClick to serve ads to users who have
disabled cookies is a substantial non-infringing use.

Google’s witness Mr. Bellack admitted tHabubleClick “can be used to serve ads on
websites that don’t use cookies(Trial Tr. Jan. 21, 2014 PM at 2023 (Bellack).) However,
he testified that he persdlyadid not know of any Accusk Google Customers who disable
cookies, because a lot of features of DoubtdC'stop working wihout the cookies.” I¢. at
180:3-13; Trial Tr. Jan. 22, 2014 AM 38:8-23 (Bellack).) Googleexpert Dr. Peter Alexander
also testified that, based on bisn opinion and knowledge, “it's axtremely small percentage of
users who disable cookies.” (Trial Tr. Jan.2214 AM at 97:7-13 (Alexander).) Based on this
testimony, a reasonable jury could have found that, although Doubletlicke used in a

non-infringing way, i.e., to serve ads to users Wwhoe disabled cookies, such use is clearly less
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than “substantial.” Accordinghg reasonable jury could havaihd that serving ads to users who
have disabledankies is not @ubstantiainon-infringing usef DoubleClick.

il. Using DoubleClick to serve ads tavebsite that does not store user
identification

Second, Dr. Almeroth testified that serviags to a website thatoes not store user
identification or serving ads to users that doprowide user identificatiois another substantial
non-infringing use of DoubleClick. (Trial Tdan. 22, 2014 PM at 56:BF:18 (Almeroth).)
Claim 53 of the '702 Patent is an apparatasnelwhich requires, among other things, that the
apparatus (i.e., a website) contaifstore for storing user identification.” (PTX 29, Col. 39:49.)
At trial, Dr. Almeroth identified an actual wsite, MomsWhoThink, which used DoubleClick to
serve ads without providing a function for usegistration. (Trial Tr. Jan. 22, 2014 PM at
55:3-56:3 (Almeroth).) ThusMomsWhoThink did not contaira “store for storing user
identification.” Dr. Almeroth further testified & there are other webesst like MomsWhoThink,
which are “informational sites that don’t requiregistration and just allow a user to access
information.” (d. at 57:15-18.) Dr. Almeroth also tegtidl that, even with websites which do
collect user identification infonation, many users would go to such websites without providing
any information about themselvesld.(at 57:6-8.)

Google’s witness Mr. Bellack agreed tHavubleClick can be used to serve ads on a
website that “does not store information that'sduto identify a user,” on a website that does not
ask a user any information about themselvasd, \ahen users don’t provide their identification
information. (Trial Tr. Jan. 21, 2014 PM at 207:412-19 (Bellack).) However, Mr. Goldberg,
inventor of the asserted patents, testified that, although he was “constantly on the Internet” looking
for “websites that appear to be violating tretent[s],” he was “pspnally...not aware of any
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website that shows advertising &k the underlying web server storesdata about its user|[s.]”
(Trial Tr. Jan. 22, 2014 AM at 5F1-21, 73:25-74:7 (Goldberg).Jndeed, by Beneficial's own
admission, each of the 123 websites identifiedtsninfringement contentions had a “store for
storing user identification.” SeePTX 8 at A6-A9.)

The Court finds that serving ads to usel®wlo not provide identification information is
not necessarily a non-infringing use. Claim 53had '702 Patent is aapparatus claim which
requires “a store for storing usdentification.” So long as thenderlying website is “reasonably
capable” of collecting anstoring user identificadin, it may be found to infringe such limitation of
Claim 53, even if certain users ultimately decline to provide their informati®ee Hilgraeve
Corp. v. Symantec Cor®265 F.3d 1336, 1343 (Fed. Cir. 2023; Technologies, Inc. v. Microsoft
Corp.,, 507 F.3d 1340, 1350 (Fed. Cir. 20@7)]nfringement is not avoided merely because a
non-infringing mode of opation is possible.”).

On the other hand, using DoubleClick to seads on a website that does not ask users
information about themselves, and thus has no “dtaretoring user identification” is indeed a
non-infringing use. Both sides appear to agvaethis point. They diverge, however, as to
whether such use is “substahtia “[N]Jon-infringing uses are substantialhen they are not
unusual, far-fetched, illusory, impractical casional, aberrant, or experimentalToshiba Corp.

v. Imation Corp,. 681 F.3d 1358, 1362 (Fed. Cir. 2012) (citation omitted). In assessing whether a
use is substantial, tHact-finder may consider “the usdi®quency,...the use’gracticality, the
invention’s intended purposand the intended market.1d. Here, Beneficial presented some
favorable evidence, such as MomsWhaik's non-infringing use of DoubleClick, which

demonstrates that such use is not “impracticébée Toshiha681 F.3d at 1362. In opposition,
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however, Google presented substantial evidertebleshing that the purpted non-infringing use
is at least “unusualdr “occasional.” See id. Mr. Goldberg, inventoof the asserted patents,
testified that, despite his constant monitoring efrilevant market of éhinvention, he personally
was not aware of any website which shows adsiag without storing user data. While Dr.
Almeroth identified a single website (MomsWHuiik) which used DoubleClick without having a
“store for storing user identifation,” Google presented and reliepon Beneficial’s infringement
contentions which identified 123 z@rate websites, all of whig¢by Beneficial’s own admission)
embodied this claim limitation. A reasonabiley could have weighed Google’s evidence
demonstrating a very low frequency of the non-imging use, against Benefatis evidence of the
practicality of such use, and concluded that Google has carried its burden of showing that the
non-infringing use while occasional is not substantigee id.
ii. Non-infringing use to Claims 1, 49 and 67 of the '943 Patent

Lastly, Beneficial contends thateryuse of DoubleClick is a non-infringing use to Claims
1 and 49 of the '943 Patent, because, under thet® claim construction, ads presentation by
DoubleClick does not “overlap[] with” the displgyesentation, as required by these claims.
(PTX 30, Col. 30: 45-46.) Beneficial made m#ar argument regarding Claim 67 of the '943
Patent, asserting that every ugeDoubleClick is a non-infringingse to such claim because the
following claim limitations are not met: (1)dl first advertising related informatioe.§, ad tag)
replaceable with alternative imfoation without changing a conteifi} of the particular display
presentation P1, and (ii) to whi¢he user input is responsive the service”; (FX 30, Col. 40:
8-12.) and (2) “an action by the usrresponse to an advertisemeany( clicking on a link in an

ad)...results in data being transmitted: (a) from said user node, and (b) to a terminal destination
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node of the Internet.” (PTX 30, Col. 40:22-28.)

Beneficial’'s argument regardir@aims 1, 49 and 67 of the '943 Patent is, in essence, an
argument that, under the Court’s claim constructi@mggle has not proved direct infringement of
the claim limitations idetified above. Beneficial arguesaihGoogle has proffered no evidence
establishing that these claim lations are met. This Courtsdigrees. As explained above,
Beneficial's complaint and infringemenbmentions are both party admissions which may
properly serve as evidence of diredtingement. The infringemewgbntentions set forth in detall
how each of the above claim limitations is pre&ti by the 123 websites Beneficial identified.
(SeePTX 8; PTX 9.) Beneficidd own discovery responses confirm that the infringement
contentions fully apply to Google’s adgsentation product (i.e., DoubleClick) SeePTX 12 at
3.) Beneficial now argues thidte Court’s subsequent claim comstion invalidates certain of its
earlier infringement contentionsiade without the benefit of the Court's construction. For
example, Beneficial cites to Mr. Bellack’sstenony that, under the Cdig construction of the
term “overlapping,” the “general way that Doea@llick works” is that ads do not overlap with
services, and thus does not inffe the “overlapping” limitation o€laims 1 or 49 of the '943
Patent. (Trial Tr. Jan. 22, 2014 AM at 19:5-18I&wk).) However, the fact that infringement
contentions were made without the benefit @& @ourt’s claim construction does not diminish
their evidentiary value as party admissionSee Vanmoor201 F.3d at 1366 (the patentee’s
infringement contentions alone held sufficiemestablish that the accused device embodied each
and every limitation of the asserted claims).reAsonable jury could haweeighed Beneficial's
infringement contentions against Mr. Bellactéstimony, and concluded that they believed what

Beneficial had put in writing iran official court document, aspposed to Mr. Bellack’s oral
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testimony. Under such circumstances, it is improper for this Courpkaceethe jury’s finding
with the contrary result, whiit Beneficial now promotes.See E.E.O.C.731 F.3d at 451.
Therefore, the Court finds that a reasonablegonid have concluded that the claim limitations of
Claims 1, 49 and 67 of the '943 Patent, as idexttiabove, have been satisfied by the Accused
Google Customers’ use of DoubleClick. AccordindgBeneficial’s argumenthat every use of
DoubleClick is a non-infringing use such claims must fail.

In summary, the Court finds that Google has maglenaa facieshowing that DoubleClick
is substantially used only in an infringing fash While Beneficial has identified two specific
non-infringing uses (i.e., serving ads to users e disabled cookies; serving ads to a website
that does not store user identification), Google proffered sufficient evidence in opposition to
convince a reasonable jury that swdes are not substantial. HipaBeneficial's argument that
every use of DoubleClick is a non-infringing use&Claims 1, 49 and 67 of the '943 Patent fails as
noted above. Therefore, a reasonable jury doal@ concluded that Google has met its burden to
demonstrate that DoubleClick has substantial non-infringing use.

To recount the Court’s findings regarding cdmtitory infringement, the Court finds that a
reasonable jury could have concluded that (@ Abcused Google Custonséuse of DoubleClick
would constitute direct infringeent of Beneficial’'s patentbut for a license; (2) Google knew
DoubleClick was “especially made or adapted’ infringe Beneficial’'s patents; and (3)
DoubleClick has no substantial narfringing use. Thereforea reasonable jury could have
found that, by supplying DoubleClick to its stamers for ads presentation, Google would
contribute to the infringement &eneficial’'s patents, but foréhicense. Accordingly, the Court

DENIES Beneficial’'s motion for judgment as a mattd law that Google failed to prove its
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customers’ use of DoubleClick constituted ctmttory infringement by Google but for the
license.
V. Induced Infringement

Beneficial next argues that Google has fthite meet its burden of proving that its
customers’ use of DoubleClickould constitute induced infringement by Google, but for the
license. Specifically, Beneficialsserts that Google failed to peas substantial esdence that it
actively encouraged its customers to infringe therte$elaims, or that gpecifically intended its
customers to infringe Beneficial’'s patents.

A finding of inducement requires both knowledgkthe existence of the patent and
“knowledge that the induced actsnstitute patent infringement."Commil USA, LLC v. Cisco
Sys., InG.720 F.3d 1361, 1367 (Fed. Cir. 2013). Thedimtrequirement for inducement requires
more than just intent to cause thésabat produce direct infringement.DSU Med. Corp. v. IMS
Co., Ltd, 471 F.3d 1293, 1306 (Fed. Cir. 2006). Ratimreducement requires “that the alleged
infringer knowingly induced infringement and ge@ssed specific intent to encourage another's
infringement.” Id. Accordingly, inducement requires evidgerof culpable conduct, directed to
encouraging another’s infringement, not merdigt the inducer had knowledge of the direct
infringer’s activities. Id.

Beneficial argues that Googleas failed to present sufficieevidence establishing its
intent to induce infringement. According torigdicial, to prove suchequisite intent, Google
must present “substantial evidertbat it induced infringement afach limitationof the asserted
claims.” SeeDkt. No. 541 at 27.) Beneficial conterttiat Google only instructed its customers

regarding one limitation of the claims, i.e., hovirteert an ad tag into the HTML code transmitted
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to a user such that the user is presented adthand content on the same page. Based on such,
Beneficial urges the Court to find, as a matter wf khat Google has failats burden to prove the
intent requirement for induced infringement.

Beneficial relies orepicRealm, Licensing, LLEZ Autoflex Leasing, Incwhich in turn
relied on the Federal Circuit’s opinionMercExchange, LLC v. eBay, lrfor the proposition that
one who “encouraged activities related to sdme not all limitations of the asserted claims”
cannot be held liabl®r active inducement.epicRealm, Licensing, LLC v. Autoflex Leasing,,Inc.
492 F. Supp. 2d 608, 635 (E.D. Tex. 200MgrcExchange, LLC v. eBay, Ind01 F.3d 1323,
1332 (Fed. Cir. 2005vacated and remanded on other grounds sub neBay Inc. v.
MercExchange, L.L.C547 U.S. 388 (2006). INMercExchanggeon-line auction website eBay
was accused of actively inducing another entitynfange the plaintiffs patents which were
directed at conducting on-line saledercExchange401 F.3d at 1325-26. There, the plaintiff
presented the following evidence attempting to establish eBay’s intent for inducement: (1) eBay
invested in the accused direct infringer and had an “observer” on such entity’s board; (2) eBay
granted such entity theghit to post goods in volume on eBawsbsite; (3) eBay was the “primary
venue” for such entity’s sales; and (4) eBay supplied engineers to vithrkhe accused direct
infringer to facilitate postig goods for sale through eBaysee idat 1332. The Federal Circuit
held that such evidence was insufficient to dastrate eBay’s intent induce infringement. See
id. The Federal Circuit noted that, while eBayghiihave encouraged the alleged direct infringer
to post goods for sale on eBayiebsite, such act was “relevant to only one limitation of the
claims.” Id. Finding no evidence in the record showihgt eBay intended to induce any other

limitations of the asserted claims, the Federat @i reversed the portion of the judgment finding
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eBay liable for induced infringementld. at 1333.

MercExchangehowever, is readily distinguishable from the instant case. There, all eBay
did was to allow the accused direct infringeptst goods on its website, which acts pertained to
only one limitation of the asserted claim&ee idat 1332. In contrast, Google provided to its
customers the entire DoubleClick produghich had been accused of infringiegch and every
limitation of the asserted claims in Beneficia2807 and 2009 lawsuits. As a defendant in both
lawsuits, Google was well aware of Benefigalnfringement accusations. Despite such
knowledge and despite the facatiboubleClick had never beerealed of infringement, Google
continued supplying the same Doe@lick product to its customeasnd instructed the customers
to use the product in the exact same way aw po the 2009 lawsuit. Among other things,
Google instructed its customers to use DoubEClio “serve advertisements alongside content
and services,” which is a “distinguishing” feaguof the asserted patents as identified by the
inventor. GeeTrial Tr. Jan 22, 2014 AM at 61:5-11, 66:11-25 (Goldberg); Trial Tr. Jan. 22, 2014
AM at 40:6-14 (Bellack); Trial Tr. Jan. 22014 PM at 95:18-21 (Trinh).) Based on this
evidence, a reasonable jury could have conclublatl Google possessed the specific intent to
induce infringement and did in fact encouragecitstomers to use DoubleClick in an infringing
fashion.

Beneficial next argues th&oogle could not have intendedinaluce infringement because
Google believes that its DoubleClick ad tags dosaisfy the limitations of the asserted claims.
Beneficial cited the followingrial testimony of Mr. Trinh:

Q. Sure. One of the things that Google asserted, when the lawsuit was filed against

them by Beneficial, was that that GtaiLimitation (h) that | put on the board
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several times that requires the programmatic elements for combining
advertising-related information witlearch-related information, Google’s position
has always been that they provide ad tagsl those ad tags do not meet the claim
language advertising related information, true?

A. Correct.

Q. And Google maintains that today, right?

A. Correct.

(Trial Tr. Jan. 21, 2014 PM at 139:21-140:7 (Trinh).)

Q. Sure. Google has never formed the opirfat based on their analysis of the
claim language and their analysis of thay their system works that providing
DoubleClick to any of its customers ctihges indirect infringement by Google,
right?
A. Correct. We have never reached that.
(Id. at 143:12-18.)
Mr. Trinh, however, also testified as follows regarding Google’'s belief of whether or not
DoubleClick infringed the asserted patents:
A. By suing our customers for the usé& our products, theyleprived -- they
deprived us of the peace and the hatson that we bargained for. Theyif these
products actually infringe, they would be licensetf they weren’t, there’d be no
reason to sue [the customers].

(Id. at 100:21-101:1 (emphasis added).)
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Q. And you read through that language befbte I'd like to particularly draw your
attention to the last part where it say®/ould constitute direct or indirect
infringement of a claim of the licensed patents by Defendants or affiliates but for
the license. Do you have that inndi Would? Starting with: Would?

MS. ANDERSON: If we could havihat highlighted. Thank you.

A. Yes, ma'am.

Q. (By Ms. Anderson) And going on to the ebabes this languagkve identified

have any relationship one way or another with the answers you were giving to the
guestions about Google’s mindset as to whether or not it believed any of our
customers infringed?

A. Yes, ma’am. So like | said, this --ghentire agreement was about resolving the
disputes between the parties, andnd &his language ithere because thethe
reason Beneficial would sue us or our partnsr®r direct or indirect infringement

of their patents.

Q. Okay. And what, if any, relationship dabs word would or but for this license
have to the -- to the answs you are giving to questioabout Google’s mindset as

to whether or not there was infringement?

A. Yes, ma’am. It was never myit-was never my mindset that a customer would
have to go through a -- a legal process antlagyénding of infringement before it
was licensed

(Id. at 153:3-154:8 (emphasis added).)

Mr. Trinh’s testimony regarding Google’s bédlaf whether or not DoubleClick infringed
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the asserted claims was not entirely consistentifhout the trial. On the one hand, he testified
that it has always been Google’s position tiatviding DoubleClick adags does not meet the
advertising-related claim limitations. (Triéf. Jan. 21, 2014 PM at 139-140:7 (Trinh).) On
the other hand, he appeared to suggest thatffiBethsuing the Accused Google Customers alone
is enough proof to establish actual infringemenseg| e.g.d. at 100:23-24 (“if these products
actually infringed, they would be licensed.”); 183:24 (“the reason Beneficial would sue us or
our partners is for direct or indirect infringemieof their patents.”); 154:5-8 (“it was never my
mindset that a customer would have to go thraubggal process and get a finding of infringement
before it was licensed.”).) Mr. Trinh’s testimony did raiseneadoubt about Google’s alleged
intent to induce infringementSeeCommil 720 F.3d at 1367-68 (“Undeur case law, it is clear
that a good-faith belief of non-infringement is relevavitience that tends to show that an accused
inducer lacked the inteméquired to be held liable for induc@dringement.”). Judgment as a
matter of law, however, is inappropriate herAs noted above, Googlgresented substantial
evidence demonstrating its specifitent to induce infringemenipcluding its continued sale of
the same product that had been accused dhgifig the '702 and '943 Patents in two prior
lawsuits. While “a good-faith belief of non-infringement” is xelpt evidence taling to negate
an accused inducer’s intent to induce infringetnaothing in the record suggests that Google’s
belief was formed in good faith.See id. Beneficial has not established that lack of intent to
induce infringement is the only reasonable conclusion that can be drawn from these facts.
Finally, Beneficial argueghat Google’'s instruction regarding DoubleClick cannot

constitute inducement, as a matter of ldwecause that instruction can also encourage

® For example, there is no evidence showing thabgBn ever obtained an opinion of counsel finding
non-infringement.
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non-infringing acts. Beneficial relies ddarner-Lambertwhere the Federal Circuit rejected the
patentee’s argument that intent to inducementnigément could be inferred from the fact that
2.1% or fewer than “1 in 46 sales” of the accused product were for infringing uses.
Warner-Lambert Co. v. Apotex Cor816 F.3d 1348, 1365 (Fed. Cir. 2003). The Federal Circuit
held that “[e]specially wher@ product has substantial non-inffing uses, intent to induce
infringement cannot be inferred even when the defendant has actual knowledge that some users of
its product may be infringing the patentltd. Beneficial’s reliance upowarner-Lambertests
on its claim that DoubleClick haslsstantial non-infringing usesHowever, as explained above,
the Court finds that Google presented sufficiemd@&wce for the jury to conclude that DoubleClick
has no substantial non-infringingass Beneficial’s reliance dWarner-Lamberts misplaced.
Further, Federal Circuit cases more recent Wamer-Lamberhave clarified that, “even
where a product has substantial non-infringing udesbility for active irducement may be found
where evidence goes beyond a product’s charaatsrist the knowledge that it may be put to
infringing uses, and shows statements or oasti directed to promoting infringement.”
AstraZeneca LP v. Apotex, In&33 F.3d 1042, 1059 (Fed. Cir. 2010). AstraZenecathe
Federal Circuit found that intent to inducdrimgement could be inferred where the accused
inducer was on notice that theopuct's proposed label could cmu“potential infringement
problems,” but nevertheless decidedproceed with the labelld. AstraZenecalemonstrates
that, to prove intent to induce infringement, the Court need not find that the accused inducer’s acts
would cause infringement in every instance)@sw as those acts “would inevitably lead some
consumers to practice the claimed methodd’ at 1060;see also Genentech, Inc. v. Trustees of

University of Pennsylvanj@71 F. Supp. 2d 963, 978 (N.D. Cal. 2012) (same). Here, much like
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the accused inducer AstraZenecaGoogle was well aware thabDbleClick had been accused of
infringing the '702 ad '943 Patents, based among other things, Benefal’s claims against
Youtube in the 2007 and 2009 lawsuits. Geodlowever, continued supplying DoubleClick
without any substantive alterations. Swdnduct goes well beyond the mere knowledge that
DoubleClick “may be put to infringing uses,h@ instead demonstrates that Google’s “actions
[were] directed to promoting infringement.Id. at 1059. This is true even while acknowledging
that DoubleClick may have some non-infringing useSee id. The Court disagrees with
Beneficial’'s contention that ith®uld find, as a matter of law,ahGoogle lacked the intent to
induce infringement.

In summary, the Court finds that a readdagury could haveconcluded that Google
possessed the specific intentniduce infringement. Beneficial fifailed to persuade the Court
otherwise. Accordingly, the CouRENIES Beneficial’s motion for judgment as a matter of law
that Google has failed to provts customers’ use of DoubleClick would constitute induced
infringement by Google, but for the license.

V. CONCLUSION

For the reasons set forth above, the Coumidithat Google has presented substantial
evidence demonstrating that its customerse wg DoubleClick would constitute indirect
infringement (both contributorgnd induced infringement) by Goegbut for the license. Under
the terms of the Settlement Agreement, osageh condition has beesatisfied, the Accused
Google Customers are licensed te Beneficial’'s patented techwogiies. Therefore, the jury’s
verdict that Beneficial breached the Settlemfsgrieement by bringing the instant lawsuit against

the Accused Google Customersshatand. The Court hereDEENIES Beneficial’s motion for
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judgment as a matter of law in its entiréty(SeeDkt. No. 541.)

So Ordered and Signed on this

Aug 21, 2014

% , ﬂ-.);‘(mp

RODNEY GILgiRAP \
UNITED STATES DISTRICT JUDGE

“* By the instant motion, Beneficial also seeks a judgment as a matter of law that Google is not entitled to any
declaratory relief. $eeDkt. No. 541 at 32-33.) Ncedlaratory relief is inclded within or provided by means of the

jury’s verdict. SeeDkt. No. 514.) The Court will address such &ssua separate opinion, together with Google’s
motion for entry of judgment (Dkt. No. 540).
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