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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF TEXAS
MARSHALL DIVISION

TIERRA INTELECTUAL BORINQUEN, §

INC.., §

- - §
Plaintff, g Case N02:13-CV-38-JRG

V. 8

8

ASUS COMPUTER INTERNATIONAL,  §

Inc. and OFFICEMAX, INC., 5

8

Defendants. 8

MEMORANDUM OPINION AND ORDER

Before the Court is Defendant OfficeMax, Inc.’s (“OfficeMax” or “Defendamfdtion
to Dismiss Plaintiff’'s Induced Infringement Claims (Dklo. 16), filed May 7, 2013. OfficeMax
argues that Plaintiff Tierra Intelectual Borinquen, Inc. (“TIB”) does motertain respects, state
a claim for which relief may be granted and moves to dismiss portions of PRiciifm under
Federal Rule of @il Procedure 12(b)(6). For the reasons stated below, the Court finds that the

Motion should be and herebyGRANTED.

. BACKGROUND

This is a suit for patent infringement undg& U.S.C. § 271. Plaintiff TIB ownditee
United States patents relating userselected login systems and signatures. These patents are
numbered 7,350,078 (“the ‘078 Patent”), and 7,725,725 (“the ‘725 Patent’,42@ 415 the
‘415 Patent”). Eachpatent clairs a method process or devicefor creating, storing, and/or
authentiating user created signaturefor instance, the passcodes used to unlock mobile

devices. DefendarASUS Computer International, Inc. ASUS’) sells, among other products,
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the ASUS TF700 Transformer Pad Infinity, a device which allegedly infringes eaclmeof t
patentsin-suit. OfficeMax also sells thASUS TF700 to customers.

Plaintiffs Complaint alleges both direct and indirect infringement. TIB alleg@isect
infringement on both contributory and induced infringement theories. TIB argues that
OfficeMax, with knowledge that the patents-suit are infringed by users of the TF7@@tively
inducesinfringement by its customers who purchase the TF700. In support of this allegation,
TIB allegessimply that “theASUS TF700 Transformer Pad Infinity User Guide instructs, among
others, its customers, users, and licensees to perform certain acts by vitiag obé¢ of the
ASUS TF700 Transformer Pad Infinity. Defendants’ customers, users, andfosdes perform
thoseacts when they use tR&SUS TF700 Transformer Pad Infinity” (Dkt. No. 24, at Béeid.
at 16). Reading this allegation in the light most favorable to the Plaintiff, the Gotgllages
that the TF700 User Guide instructs users to perform acts which infringe the ‘078, ‘725, and ‘415
PatentsNo other specific mechanism of inducemieas beempled

No specific relationship between OfficeMax and the TF700 User Guidegedll That is
to say, OfficeMax is not alleged to have written the User Guide, teidarat specially to
customers, to make it available on its website, or to otherwise furnish it to custoroaghany
of its own actions. The TF700 User Guide is included in the box with the device as produced and
delivered to OfficeMax by ASUS for retsale. This ishe sole mansby which OfficeMax can
be inferred to have provided the TF700 User Guidestaistomers.

OfficeMax argues that TIB fails to state a claim for induced infringement. Eiesgues
that the User Guide Plaintiff referencesthe Complaint does not plausibly instruct users to

perform the patented methods and processasse the infringing features of the deviead



second, that because OfficeMax is not alleged to be responsible in any wayUseti®uide, it
cannot be liable for any inducement caused by the guide’s instructions.
[I. LEGAL STANDARDS

To survive a motion to dismiss under Rule 12(b)(6), a complaint must contain a “short
and plain statement of the claim showing that the pleader is entitled to relief. RF€d:.. P.
8(a). Detailed factual allegations are not required, but the geedsnust, when accepted as true,
state a claim for relief that is “plausible on its face,” i.e., the faletd must allow the Court to
draw the reasonable inference that the didanh is liable for the misconduct allegeBell
Atlantic Corp. v. Twombly, 550 U.S. 544, 570 (20079e also Ashcroft v. Igbal, 556 U.S. 662,
678 (2009). In deciding a motion under Rule 12(b)(6), the Court “accepts albleatled facts
as true, viewinghem in the light most favorable to the plaintiffii re Katrina Canal Breaches
Litigation, 495 F.3d 191, 205 (5th Cir. 2007) (quotiartin K. Eby Constr. Co. v. Dallas Area
Rapid Transit, 369 F.3d 464, 467 (5th Cir. 2004)).

Under 35 U.S.C. § 271(b)[W]hoever actively induces infringement of a patent shall be
liable as an infringer.” In order to state a claim for induced infringement, thatifblanust
plausibly allege (1) that a third party, or the defendant in combination with a thisd pas
performed acts sufficient to constitute infringement; (2) that the deferidew of the patent
and that the acts in question would infringe; and (3) that the defendant had speacificante
encourage the third party’s infringemeBee Akamai Techs., Inc. v. Limelight Networks, Inc.,
692 F.3d 1301, 1306 (Fed. Cir. 201P8U Medical Corp. v. IMS Co., 471 F.3d 1293, 13046
(Fed. Cir. 2006)MEMC Elec. Materials, Inc. v. Mitsubishi Material Slicon Corp, 420 F.3d

1369, 1378 (Fed. Cir. 2005).



[ll. ANALYSIS

A. Sufficiency of the User Guide

OfficeMax first argues that the text of the TF700 User Guaéd not plausibly support
an inferencef induced infringement. The patentssuit each pertain to useelected signatures
and identification; as such, they require (to take one example from Claim 1 of the t@n8 Pa
“recording user input signals by type from at least onesedected device among a plurality of
selectable user input devices.” Users of the TF700 are alleged to infringesbingefrom a
menuof several methods for unlocking the produébr example, a user may choose to unlock
the product using face recognition, a password, or by drawing a pattern. But the TEFOO Us
Guide does not instruct readers on how to choose a method for unlockingyites deher, it
instructs users only to “[tlap and drag the lock out from the circle to the lock icon to uplack y
ASUS Transformer Pad” (Dkt. No. 18, at 14)' The User Guide gives no further instruction in
choosing methods for unlocking the TF7@dficeMax thus argues that the User Guide does not
instruct users to perform the steps claimed by the patestst.

In responsgPlaintiff essentially argues, first, that it need not plead as specificlly a
Defendant suggests, and second, that the User Guide does plausibly instsuttt isenge the
patentsin-suit.

Plaintiff is correct that it need not allege that the User Guide instruct users oto how
infringe each step of the claimed method with specificiise, e.g., In re Bill of Lading

Transmission and Processing System Patent Litigation, 681 F.3d 1323, 42-43. The Federal

! Plaintiff argues that the Court may not consider materials outside of #dimie on a 12(b)(6) motion (DKlo.
18, at 4). This is incorrect. In disposing of a motion under Rule 12(hé;ourt may consider “the complaint, any
documents attached to the complaint, and any documents attached totitire ton dismiss that are central to the
claim and referenced by the complaintdhe Star Fund V (U.S) L.P. v. Barclays Bank PLC, 594 F.3d 383, 387 (5th
Cir. 2010). The User Guide is referenced in the Complaint and, trergple allegation supporting Plaintiff’s claim
of induced infringement, is clearly certta Plaintiff's claim.
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Circuit has cautioned that “there is no requirement that the facts alleged mimic ¢ise pre
language used in a claim; what is necessary is that the facts, when considéesd entirety

and in context, lead to the common sense conclusion that a patented method is beind.practice
Id. However, vague allegations that the User Guide instructs infringemenbaseifficient by
themselves; the Court must be willing to examine the plausibility of the Complaint in liglg of th
relevant documents themselv&se id. at 1342 (“In some circumstances, failure to allege facts
that plausibly suggest a specific element or elements of a claim have bearegnacty be fatal

in the context of a motion to dismiss”). If the User Guide teaches an “undisputedly non
infringing use,” no inference of intent to induce infringement may be dr&serVita-Mix Corp.

v. Basic Holding, Inc., 581 F.3d 1317 (Fed. Cir. 2009).

Having examined the documents, the Court finds that Plaintifplegsufficient facts to
support a plausible claim for relief. Notably, the Court has not yet h®ldrlaman hearing to
determine how the claims of the patemsuit should be interpreted. As sudhge Court
evaludes Plaintiff's allegations in light of patent language that remains ambiguous and
unresolved. Thus, the Court has not yet determined the boundaries of, for example, the
“recording” step of Claim 1 of the ‘078 Patent. It is not prepared, at this ¢éagy af the case,
to hold that the claimed methods could mbausibly be infringed by users following the
instructons in the User Guide, namely, by sliding the TF700’s lock icon across the screen to
unlock the deviceThe Court cannot yet say that such a process does not involve “receiving user
indication of signature input recording; recording user input signals by type,5@on. (‘078

Patent at 1@9-50).



B. Retailer’s Induced Infringement

The next question is whether OfficeMax, a retailer alleged to heveparticular
involvement in the preparation or distribution of the TF700 User Guide, may be held liable for
induced infringement based solely upon its alleged knowledge that the Guide, in cmmbinat
with the TF700 itself, induces infringement of the pédein suit. The question, in essence, is
whether a third party’'s mens rea of specific intent may be imputed to a defendant w
knowledge of that intent, in the absence of further steps by the defendant to induce iefningem
For the reasons stated below, the Court finds that such a result would be inconsibktéme
induced infringement statute, the case law interpreting it, and the policy ratiafalur patent
system.

Direct patent infringement is a strict liability cause of action and requirgkene
knowledge nor specific intent on the part of an infringing defenddaimai, 692 F.3d at 1307.
In order to be liable for direct infringement, though, a single party, eithesomedty or
vicariously, must commit all the acts necessary to infringe the pateAt.person who doesot
infringe each limitation of a claimed patent is tmag liable for infringement. This simple rule
serves most cases well, but, were itahly rule, potential infringers could avoid liability simply
by dividing their infringement among multiple parties. From this circumsta@avodved the
doctrine of indirect infringen, which attaches liability to parties who deliberately enable
infringement without committing all of the infringing acts themsel8e.35 U.S.C. § 271(b),
(©).

Because an indirect infringer does not directly replicate each of theostiymstationsof
the patented invention, some further element is required to support liabrdyced

infringement effectively substitutes a party’s mens—h& or her“specific intent” that the



patent be infringed-for the specific steps or components of the claimed invention that the party
does not personally or vicariously infringgkamai, 692 F.3d at 13Q08see also Global-Tech
Appliances, Inc. v. SEB SA,, 131 S.Ct. 2060, 2065 (“Although the text of § 271(b) makes no
mention of intent, we infer that at least somient is required.”)A mens rea of specific intent
traditionally requires an “intent to accomplish the preciseact that one is later charged with.”
BLACK’s LAw DICTIONARY (9th ed. 2009).

However,profit-seeking corporations acgtenindifferent b how their products are used
after they have been soldor example, fiCompanyX makes a product that customers use to
infringe patenty, then Company may profit from its customerslesire toinfringe, but it does
not specificallyintend that its custmers actually use its product for infringementit only
desires that its custometsly the product from Company, regardless of whether they
ultimately carry out the infringing acts

Instead of requiring strict specific interthen,courts typically allow juries to construct
the required intentionality out avidence that the defendant deliberately exploitgttential
for the product to be used in infringement. Such evidence ordinarily consistevdédge that
the accused product may be and is used to infringe the fat&umt plus some other factor
indicatingthe defendant’slesire td‘attract users of a mind to infringé Metro-Goldwyn-Mayer
Sudios Inc. v. Grokster, Ltd., 545 U.S. 913, 926 (2005) (discussing copyright infringement but
explicitly treating copyright and patent regimes in parallety instance, a party may be held
liable for induced infringement on the basis of evidence that the defendantismdi/ehte

infringing feature of the product or tied its revenue to infringing useat 931-37.

ZIn this case, OfficeMax’s knowledge of the alleged inducement is hypmidesio the Court need not analyze the
willful blindness standard recently addressed by the Supreme cdgldhal-Tech. The issue is whether knowledge
of inducement is sufficient to find intent to induce infringement, nottdreknowledge may be imputed to
Defendant on the basis of its deliberate avoidance of information.
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In order to be sufficient for a finding of specific intent, however, the evidenst prove
somethingmore than the defendant’s knowledge that its products may be used for infringement.
See DU Medical Corp. v. JMS Co., 471 F.3d 1293 (2006). The intent prong of induced
infringement requires that “the inducement must involve the taking of affirmstiys to bring
about the desired resuliGlobal-Tech, 131 S.Ct. at 206%ccord DSU, 471 F.3d at 1306.Such
affirmative st@s establishthe defendant’s “purposeful, culpable expression and conduakt.”
(quotingGrokster, 545 U.S. at 937)n the absence &uchevidence, a defendant is not liable for
induced infringementit is this requirement for affirmative evidendbat separates an intent or
purposefulness standard of mens rea from one of mere knowledge.

Though the distinction between simply knowing the consequences of one’s voluntary
actions and intending them még conceptually murky, the law cleadgs a purposefulness
standard for induced infringemei®ee DU, 471F.3d at 130506; cf. Grokster 545 U.S. at 931
37 (outlining an intent standard for copyright infringement, explicitly drawn fraomallphpatent
law, and distinguishing when knowledge suficient mens rea-when a device has no
“‘commercially significant noninfringing uses,” thus validating an inferenceinténtional
inducement).

The Grokster court explains why the distinction between knowledge and purpose has
persisted in patent law as ither contexty a doctrine that “absolves the equivocal conduct of
selling an item with substantial lawful as well as unlawful uses, and limits liability to eestan
of more acute fault than the mere understanding that some of mmoelscts will be misted

.. .. leaves breathing room for innovation and a vigorous commerce.” 545 U.S. -88.932

% Se, eg., Invensense v. STMicroelectronics, Case No. 2:1-8v-405JRG, Dkt. No. 104at 49 (E.D. Tex., Jan. 10,
2014) (discussing the distinction in the context of personal jurisdiction)

8



Evidence of intentional infringement, however, “overcomes the law’s reluctancel thability
when a defendant merely sells a commercial product suitable for some lawfutuae933.

A heightened standard of purposeful inducement, then, is beneficial becasteblishes
a safe harbor in which market participants may tiaden potentially infringing goods so long
as they do not cross the line into active encouragement of infringement. This safesbaresr
two purposes: first, it ensures the availability of useful devices that cathe@ss be misused
for nefarious purposes. A similar accommodation has been reached in tort lawnic@nce
productssuch as bullets that are useful but predictably dangefease.g., McCarthy v. Olin,
119 F.3d 148 (2d Cir. 1997h¢lding that a manufacturer of “cop killer” bullets was not liable
under a products liability theory, since its products worked as intended). Holding psre¢yor
such potentially useful devices liable for indirect infringement would prahese devices from
reaching the market in spite of their potential benefits. By allowing a marketpamtito sell a
productknowing, but notactually intending, that the product will be used to infringe allows
society to reapmportantbenefits.

The second reason a safe harbor is useful is that it promotes fluid and effidenhtea
market economy that often divides the tasks of production and distribution. The typical chain of
commerce for an average consumer product today includes at least a manutaethdesaler,

a retailer, and a consumer. Manufacturers specialize in the production of getailers
efficiently purchase existing products and market them to customers; wleade&eep the
stream of commerce flowing smoothly by aggregating demand and manalgstp setailers

The availability of lowcost, armdength transactions in goods among merchants allows the
market participants to sort themselves efficiently, ultimately resulting in lovegtior the

consumer. Knowledgbased liability for patent infringement would add friction to tystem



by forcing market participants to assess potential liability before pumnchgsotentially
infringing devices and selling them to the next potential buyer.

Patent law is a specifically markiedsed disciplinepatents “promote the Progress of
Science and useful Arts, by securing for limited times to . . . Inventors thesiexe Right to
their . . . Discoveries.U.S.ConsT. art. |. 8 8 see also Bilski v. Kappos, 130 S.Ct. 3218, 32525
(2010) (discussing thatilitarian values of the patent systempPatents explicitly balance the
market incentive of a temporary monopoly against the costs of that monopoly in the hopes of
securing more benefits than are paid in market cdsie careful utilitarian balancef this
systemis underminedf the monopolygrantedso restricts the free market that retailers must hire
patent lawyers just to sell productsccordingly, the heightened “specific intent” standard for
induced infringement, which protects market participamho merelyknow that their products
are used for infringemenits consistent with the broaderarketbasedrationale for the patent
system as a whole.

The discussion above reveals two key principles for the Court’s analysis of whether
OfficeMax can be Hd liable for induced infringement on the basis of the fatgst First, it is
clear that induced infringemergquiresspecific intent, asidgtinguished from mere knowledge
Such intent must be proven by evidence of affirmative acts undertaken by the defendant to
encourage or otherwise promote infringement. Second, the purpose of this distinctoon is t
protect market participants whiaow that their products infringe but who are more or less
indifferentto this fact. This protection ensures the availability of potentially infropgiroducts
with substantial noninfringing uses and presersesmercialfluidity by limiting liability to

those market participantgho take an active role in promoting infringement.
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The cases cited above establish unambigudhsity OfficeMax would not be liable if it
merely knew that thASUS TF700 were capable of infringing TIB’s patents and sold the
product anyway. Plaintiff alleges, however, that OfficeMax not only knew of the paitémti
infringement, but also knew thanhother party to the case was actively inducing infringement by
including instructions on infringing TIB's patexin the TE700 User GuideKnowing this to be
the case, OfficeMax nonetheless continued to sell the TF700 tablets in coombivéah the
infringing User Guide. TIB argues, essentially, that OfficeMax’s kngvparticipation in this
causal chain between manufacturer and consumer supports a findindfitelax specifically
intended to induce infringement. Having considered the question carefully, the Courthiadlds t
OfficeMax’s pled knowledge of the instructions in th&®SUS User Guideis insufficient to
supporta claimof induced infringement.

First, the language of the statute and the case law interpreting it make cleactivat “
inducemen consisting of “affirmative steps bring about the desired resuis a baseline
requirement for a defendant’s inducement liability. 35 U.S.C. 8§ 27@{blal-Tech, 131 S.Ct.
at 2065.ASUS may be liable for induced infringement, since it prepared the TF700 User Guide
and packaged it with the TF700 tablet. OfficeMax has taken no affirmative stepduce
infringement.Having learned oASUSSs infringing behavior, isimply continuedits business as
usual. It did not highlight the instruction in the User Guide to customers or advieetis€700’s
infringing features; in fact, literally no change in OfficeMax’s behaigoalleged.t is clear to
the Court thathe failure to change behavior light of a new fact cannot be characterized as an

affirmative stepevincing desire on the part of OfficeMax that users infringe TIB’s patents

“ Of course, the Court assumes such infringement only for the purposés Mbtion.
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Even if he act ofcontinuing to sell a product after gaining knowledge of induced
infringement could be reahacterized aan “affirmative step[] to bring about the desired result”
of infringement, however, such verbal acrobatics would defeat the purpose oawise |
distinction between knowledge andtent. As discussed above, the law requires evidence of
affirmative steps, not because there is a clear difference between knowing the consequences of
one’s behavior and intending them, but because such an evidentiary hurdle ensures the
availability of useful products and protects neutral market participants whadgferent to the
possibility of infringement.

OfficeMax, as portrayed in TIB’'s Complaint, is thassicneutral reseller. Its business
consists of purchasing office products in bulk and reselling them at retail tosttsreers. No
special relationshipetween OfficeMax anASUS s alleged. OfficeMax does not advertise the
infringing features of the TF70@pr does 1 instruct users on the infringing functionalities of the
device. As portrayed in the Complaint, OfficeMax parely an engine of pure conerce,
arbitraging the price gap between wholesale and retail and efficientippulistg office products
to consumers.

This Court should noimpose liability onthe very resellers for whoitthe protectionof
the knowledge/purpose distinction is designéfficeMax would then be forced to either stop
selling the product completely or to somehow mitigate the alleged inducesperitapsby
negotiating withASUS to reword itsUserGuide. Such a result, obviously, woutderfere with
the naturabperation®f the market, anavould be inconsistent with “the law’s reluctance to find
liability when a defendant merely sells a commercial product suitable for sonfel luse.”

Grokster, 545 U.S. at 933.
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The other possibility-that, on notice of induced infringement, OfficeMax would simply
stop selling the TF700 tablets equally invidious. If the TF700 may be used to infringe TIB’s
patens, but need not be so usedh other words, if the TF700 has “substantial noninfringing
use[s]'—then OfficeMax isentitled to sell it as a staple article of commerce so long as it does
not take affirmative steps to induce infringem2B6 U.S.C. § 271(b), (c). If an unrelated third
party’s inducement can be imputed to a neutral retailer, then the retalgit\s ta sell wseful
articles iscontingent on the behavior of that third party. This is a particuleolybling result if
the third party is not the manufacturer, as here, but merely an independentdedictenng
instructions on infringing use3.0 use a tort illusttion, imagine holding a gun merchant liable
for gun violence because the merchant knewdbrag third parties advocate the use of guns for
violence.

When a device has substantial noninfringing uses, liability for inducement isdlitoite
those actors whadvocate infringement with “purposeful, culpable expression and conduct”
becauseother actors are presumed to be encouraging deijtimate uses. Knowledge of
someone else’s culpable behavior does not itself imply culpability; attahimg liabilityto a
neutral reseller would interfere with the provision of legitimate articles of cocame the
public, and would undermine the utility of the patent system.

The Court thus concludes that the factspésd do not support an inference that
OfficeMax is lable for induced infringement. Though the User Guide may plausibly instruct

consumers to infringe on TIB’s patents, OfficeMax’s sale of the TF700 does not sapport

® Plaintiff has alleged that OfficeMax is also liable for cimittory infringement of TIB’s patents, and has thus
necessarily alleged that the accused features of the TF706t lave substantial noninfringing uses. In analyzing
the policy implications of Plaintiff's proposed rule, as opposed to thd fdficiency of the pleadings, the Court
need not assume the facts asipla reality, the accused product will often have substantial nomgirfig uses even
when contributory infringement is alleged, and OfficeMax is used agran illustration of the impact ofamtiff's
proposed rule on a defendant who is not liable on a contributory infringement basis.
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inference of specific intent to induce infringement, even assuming that Oficédew tlat
ASUS deliberately induced infringement in its User Guide. None of the ésctdedallege the
affirmative steps to induce infringement that are necessary to survivaan netismiss under
Rule 12(b)(6).

Of course, additional allegations that OfficeMax took affirmative steps toueage
infringement would support the opposite resiesellers cannot avoid liability by carefully
structuring their transactions so as to externalize inducing behavior; rdtbgrmay avoid
liability only by taking nomducing actions at alCf. Global-Tech, 131 S.Ct. at 20681 (holding
that “deliberate actions to avoid learning” of a patent will nonetheleggetrigability, butthat
deliberate indifference to a known risk will hot

Such allegations are not preseimt Plaintiffs Complaint, and thus dismissal is
appropriate.

V. CONCLUSION

In accordance with the reasoning abdvefendant OfficeMax’s Motion to Dismiss (Dkt.
No. 16) isGRANTED and Plaintiff's claims with respect to induced infringement are hereby
DISMISSED WITHOUT PREJUDICE . Furthermore, the Court hereby sua SpdBRANTS
leave for Plaintiff to file an Amended Complaint within ten days of the datésoMemorandum
Opinion and Order.

So Ordered and Signed on this

Mar 3, 2014

RODNEY GILiRAP g
UNITED STATES DISTRICT JUDGE
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