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INTHE UNITED STATESDISTRICT COURT
FOR THE EASTERN DISTRICT OF TEXAS
MARSHALL DIVISION

POLARIS POWERLED TECHNOLOGIES
LLC,
Plaintiff,
V. CIVIL ACTION NO. 2:17-CV-00715-JRG

SAMSUNG ELECTRONICS AMERICA,
INC., SAMSUNG ELECTRONICS CO.,
LTD., SAMSUNG DISPLAY CO., LTD.,
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Defendants.

MEMORANDUM OPINION AND ORDER

Before the Court is Defendants Samsung Electronics America, Inc., Samsatrgritcs
Co., Ltd., and Samsung Display Co., Ltdcsllectively, “Defendants” or “SamsutjgMotion to
Dismiss for Lack of Standing (the “Motidh (Dkt. No. 65.) Having considered the Motion, and
for the reasons that follow, the Court finds that the Motion should be and heEBNI&ED.

|.  BACKGROUND

LED Display Technologies, LLG“LED Display”) was formedas a Delaware limited
liability company(“LLC”) on July 21, 2017. (Dkt. No. €8, at 1 (“Original LLC Agreement”).)
At the time of its formation, LED Displayasowned by Microsemi CorporatigfiMicrosemi”),
Ralph Brandi, and Mark Yoccad() LED Display’'sBoard of Managers was composed of three
managers: a Microsemi Manager, a First Majority Manager, and a Sktaodty Manager(ld.
§ 8.2.) These threemanagers werénitially David Goren, Ralph Brandi, and Mark Yocca,
respectively. I. at Ex. C) Around the time of its formation,ED Display entered into three
agreementsnith Microsemi (1) a Contribution Agreement (Dkt. No. €, (2) a License

Agreement (Dkt. No. 68), and(3) an Assignment Agreement (Dkt. No.-). Collectively, hese

Dockets.Justia.com


https://dockets.justia.com/docket/texas/txedce/2:2017cv00715/179055/
https://docs.justia.com/cases/federal/district-courts/texas/txedce/2:2017cv00715/179055/191/
https://dockets.justia.com/

three agreements addressed the transfert@fectual property assets, including U.S. Patent No.
8,223,117 (the “117 Patent”from Microsemito LED Display with the ‘{o]obligation to
[m]onetize thgp]atents.” Dkt. No. 65-3 § 2.05.)

On September 25, 201Vljcrosemi,Ralph Brandi, and Mark Yocca executed an Amended
and Restated LLC Agreemdnot LED Display, now called Polaris PowerLED Technologies, LLC
(“Polaris”). (Dkt. No. 656 (“FirstAmended_.LC Agreement”).)The Contribution Agreement was
also amendedo reflect Polaris’s name chang@®kt. No. 657 (the “Amended Contribution
Agreement).) The First AmendedLLC agreement named Keren Bender as the Microsemi
Manager, Ralph Brandi as the First Majority Member, and Mark YocdaeaSdcond Majority
Manager. $ee idatEx. C) There were no other changes from the First LLC Agreement.

On October 27, 2017, Polaris filed suit against Samsung, alleging patent infringgment
the’117 Patent through the manufacture and sale of Samsung’s Galaxy phones and Exilet
No. 1 9 19.) In general, the '117 Patent is directed to a “brightness control dinatitidjusts the
brightness of a display screen to conserve power, increase batteapdtifeedae eye strain for
the user.I@. 11 16, 20.)

After filing suit, on April 27, 2018Polaris amended its LLC agreement for a third time on
April 27, 2018. (Dkt. No. 68.0.) Polaris also amended tiAamendedContribution Agreement
(Dkt. No. 659) and the Licese Agreement (Dkt. No. 65-11).

[I. LEGAL STANDARD

“A court may exercise jurisdiction only if a plaintiff has standing to sue oddteit files
suit.” Abraxis Bioscience, Inc. v. Navinta LL 625 F.3d 1359, 1364 (Fed. Cir. 2010) (collecting
cases).In order to have standing, the plaintiff in an action for patent infringement must be a

‘patentee’ pursuant to 35 U.S.€8100(d) and 281 H.R. Techs., Inc. v. Astechnologies, |2Z5



F.3d 1378, 1384 (Fed. Cir. 2002)‘patentee” can be th@mwvner of a patent, the owner’s assignee,
or a licensee who holds all substantial rights in the paBadid.; see alsdSicom Sys., Ltd. v.
Agilent Techs., Inc427 F.3d 971, 976 (Fed. Cir. 200B)ps South, LLC v. Ohio Willow Wood
Co, 787 F.3d 1379, 1382 (Fed. Cir. 2015) (“When a patent owner transfers all substantial rights,
the transferee is treated as the patentee and has standing t@rsieerial quotations omitted)

When a transfer of patent rights is at issuggtiverthe plaintiff has standg to sue depends
on whether the agreement transferred all or fewer than all substartial ingthe patentSee
Sicom 427 F.3d at 976To determine whether a patent transfer agreement conveys all substantial
rights under a patent to a transferee ewdr than all of those rights, a court must assess the
substance of the rights transferred and the intention of the parties invdivediéctual Prop.
Dev., Inc. v. TCI Cablevision of Cal., In@48 F.3d 1333, 1342 (Fed. Cir. 2004¢e also Alfred
E. Mann Foundation For Scientific Research v. Cochlear Ca@p4 F.3d 1354, 13589 (Fed.
Cir. 2010). “[1]t is helpful to consider the rights retained by the grantor iniaddib the rights
transferred by the grantedritellectual Prop, 248 F.3d at 1342[A] patent does not have multiple
separate owners for purposes of determining standing toGoehilear Corp. 604 F.3d at 1359.
[11.  ANALYSIS

As a preliminary matter, the CouBRANTS Defendants’ Motion for Leave to File a
Supplemental Brief in Support of Defendants’ Motion to Dismiss for Lack of Stan@kg No.
151.) The Court therefore considstgh briefing in its analysis.

At issue is whether Microsar(the parent entity and original owner of the patarduit)
retained enough rights in the patamsuit such that Polarighe patent assertion entity arstod
assigneglacks standing to su8amsungrelying on the First LLC Agreement and #hgsignment

Agreement, argues that “Microsemi had effectively granted Polaliease while retaining



significant rights in and control over the Microsemi Patents.” (Dkt. Noai6k.) Polaris responds
that it is the assignee of the patensuit, and thus, it has standing to sue.

Because standing is determingtdthe time this suit was filedee Abraxis 625 F.3d at
1364 the Court considers thapplicable agreements that were in effect at that tirtke
Assignment Agreement (Dkt. No. &, theAmendedContribution Agreement (Dkt. No. 6B,
the License Agreement (Dkt. No.-@%, and the First Amended LLC Agreement (Dkt. No-6)5

A. TheAssignment and Contribution Agreements

The AssignmenAgreement identifiethe 117 Patent as one of the pateraasferred and
assigned to Polaris. (Dkt. No. 5 at1; id. at Ex. 1) It further states that “it is the intention of
[Microsemi] and [Polaris] that [Polaris] own the entire right, title and interestdn@the [117
Patent].” (d. at 1) Under the Assignment Agreemetitereis little doubt that it was the intention
of both Microsemi and Polarithat the transfewof patent rights be an assignme8eeTCl
Cablevision 248 F.3d at 134&ee als85 U.S.C. § 261 (fatents, or any interest therein, shall be
assignable in law by an instrument in writihg

The Assignment Agreement is subject toAmeended Contribution Agreement (Dkt. No.
65-7). (Dkt. No. 655, at 2.) The Amended Contribution Agreement defines “Microsemi
Contributed Assets” to includ¢he Patent Rights of Microsemi listed on Exhibit B, together with
all of the Microsemi’gights to sue and obtain damages and equitable relief for past, present and
future infringement.” (Dkt. No. 65 § 1.01) The '117 Patent is listed on ExhibitdBthe original

Contribution Agreemert (Dkt. No. 653 Ex. B.) The AmendedContribution Agreement furtme

1 For simplicity, the Court may at times refer in the presense to facts that were true at the time
this suitwas filedbut that have been altered by subsequent agreements.

2 While Exhibit B to Dkt. No. 657 is blank, the Court accepts Defendants’ undisputed
representation that this amendment to the Contribution Agreement “did not afteosémi’s
retained rigks in the Microsemi Patents.” (Dkt. No. 65.)
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provides that Microsemihereby contributes and delivers to [Polaris] and [Polaris] hereby acquires
and acceptall of the Microsemi Contributed AssetgDkt. No. 657 § 2.02(a)) Both of these
agreementon their facefully transferred all substantial rightsthe '117Patent from Microsemi
to Polaris.
B. TheLicense Agreement

The License Agreement further demonstrates the intent behind these agrediments.
License Agreement grants Migami a license to “make, have &, use, offer to sell, sell, and
import Licensed Products” and granlte right tosublicense “to the extent necessary to allow
[Microsemi’s] customers to make, use, offer for sale, and sell products that iraterpmensed
Products sold to such customers.” (Dkt. No-4688 2.1-2.) The License Agreement expressly
states “the Licensed Patents are owned by and shall remain the sole and exahpsxtg pf
[Polaris].” (Id. 8 6.) “[T]his Agreement does not convey to [Microsemi] any interest in or to the
Licensed patents or the intellectual property rights therein or thereto logimethie license rights
set forth ....” (d.)

C. TheLLC Agreement

The First Amended LLC Agreement provides thatlaris is owned by three members:
Microsemi, Ralph Brandi, and Maiocca.Per the Agreement, Polaris is managed by a board of
managers.ld. 8 8.1.)Microsemi is entitled to appoint one manager to the thrapager board.
(Id. 8 8.2(b)) Due to supemajority voting requiremengoverningPolariss ability to take certain
actions, Microsemi’s appointed manager can effectively veto any attgnfuilaris, among other
things, to transfer any intellectual property righid. 8 8.3(r)) to institute any suit for patent
infringement against a Microsemi custon(elr § 8.3(f)),or to settle any legal actidhat requires

the payment of more than $150,0@D § 8.3(e)(x)).Under the “DragAlong Rights” provision of



the AgreemenMicrosemi mayin essence, unilaterally force the sale of Polaris. (Nkt.65-6
§ 7.3.)Additionally, the Agreement provides that Microsemi shall receive 96% of Poreis’
“operating cash.”lfl. § 6.3(a).)
D. Polarisisthe Assignee of the Patent

The Court agrees with Polaris that Samsung conflates corporatengoverwith patent
rights. The applicable agreements make clear that “[Polarisspwime entire right, title and
interest in and to the ['117 Patent]” (Dkt. No. 65-5, at 1) and that Microsemi’s only intetbs
patent is a nomxclusive license and a limited right to dudense so as to effectuate the non
exclusive license (Dkt. No. 6% 8 2.1-2). The remaining rights to which Samsung points are
incident to Microsemi’s ownership interest in Polaris; they not rights to thed.17 Patenitself.
These corporate governanaghts do not in any way limit Polaris’s ownership of the 117 Patent
for the purposes of standing.

Ownership of or rights to control a company do not equate to ownership of that separate
company’s propertyDole Food Co. v. Patrickseb38 U.S. 468, 4782003) see als85 U.S.C.
§ 261 (“patents shall have the attributes of personal prépdfgr example, an individual inventor
might seek to monetize his invention by assigrafigof his patent right¢o a limited liability
companywholly owned and solg controlled by the inventoilheinventor would be entitled to
all profits generated by the compamyguld have the ability to direct all decisions made by the
company, andouldcause the company to alienate its patah#sy time. Howevethe company
not the inventor, would be the person with legal standing to bring a patent infringantedee
Lans v. Digital Equipment Corp252 F.3d1320, 1328 Fed. Cir. 2001)holding that a plaintiff
inventor, who assigned his patent to a corporation in whechwas the sole shareholder and

managing director prior to filing the action, lacked standing to, figjtech Image Techs., LLC



v. Newegg In¢gNo. 2:12cv-01688-ODW, 2013 WL 1871513 at *4 (C.D. C&1013) (noting that
a parenisubsidiary relationship is insufficient to establish a parent’s standing todweléecting
cases)While the separation between a company and its subsidiary may at times be botlaing
fiction, it is a fiction that underpins the entirety of American corporate $®eDole, 538 U.S. at
474; Cedric Kushner Promotions, Ltd. v. King83 U.S. 158, 1H(2001) (‘incorporations basic
purpose is to create a distinct legal efiity

If total and complete control over a compamgd entitlement to 100% of its profissnot
enough to establish standing in the pareand thusdeprive standing in the subsidiarythe
limited powersand rights Microsemi has over Polaaire certainly not enough.

As a preliminary matterhe supermajority voting requiremerns not vest aprights in
Microsemi.Polaris is not managed by its members, who include Microsemi, but by a board of
managers.Microsemi’s appointed manageindeed all the managergpossess theseoting
rights. Polaris'smanagersre not puppets of Microsemi. Thewe aduty of loyalty to Polaris
under both the~irst Amended LLC Agreemerdnd the laws of Delaware@nd can be held
personally liable for breaching that duty. (Dkt. No. 65-6 § 10.2(b).)

The closest Microsemiself gets to having potential control ovire 117 Patents its
ability to cause the sale of Polaris. However, even if Microsemi caused the Balaris to itsk,
Microsemi and Polaris would still be in a parenibsidiaryrelationship which is insufficient to
establish standing, unless and uMitrosemi caused Polaris to reassmnin some other way
transferthe patentights to Microsemilf being one step away from patent ownership does not
convey standing, being twateps away will not either.

The cases th&amsung relies updarther illustrate this distinctiorintellectual Property

Development v. TCI Cablevision of California, Imozolved an exclusive license agreement that



required the consent of CPas a separate entjtio settle any lawsuit or institute any action in
which CPL would be a necessary party. 248 F.3d 1333,-B336ed. Cir. 2001)Similarly, in
Propat International Corp. v. Rpost, In@ropat required approval fromuthentix,as a separate
entity, to issue licenses, institute litigation, or assign anysgbatent rights473 F.3d 1187, 1190
(Fed. Cir. 2007)By contrast, here, Polaris does not need approval from Microsemi for anything.
Polaris only needs approval from its own board of managers. Though Polaris’d gearaance
might be favorable tMicrosemi, this is not the same as Polaris requiggmgroval from a separate
entity, Microsemi, teenforce or usés own patents.

Without the ability to directly control the use Bblaris’spatentsMicrosemi is merely a
non-exclusive licensee who maains a financial interest in Polaris’s business operations. The
Court finds thatheseinterestsare not sufficient to establish standing in Microsetnf. Propat
473 F.3d at 1192 (distinguishing that case from others that found standing becaubés ¢ifsé,
by contrast, the patentee must be consulted about and consent to licensing aod litegasions,
and retains an absolute right to prevent assignment of the licensee’s if)tesestaalsdPatent
Harbor, LLC v. Twentieth Century Home Fox Homaatm’t, No. 6:10cv-607, 2012 WL
12842300, at *6 (E.D. Tex. Aug. 17, 2012) (“Whether [Assignor’s] economic interest deprives
[Assignee] of all substantial rights ... depends on whether [Assignor] maiftifiisient control
over decisions that affect thegghts of the ... patent.”). Polarisnot Microsemi—maintains
complete control over decisions that affect the rights of the patent.

V.  CONCLUSION
Microsemi did not retain substantial rights in th&7 PatentRather, all substantial rights

aresolelyowned by Polaris. Therefore, Polaris has standing to bring this lawsuit. Acdgytheg



Court is of the opinion that Samsung’s Motion to Dismiss for Lack of Standing (Dkt. No. 65)
should be and herebyBENIED.

Additionally, the Samsung Defendants’ Unopposed Motion for Oral Hearing Regarding
Motion to Dismiss for Lack of Standing (Dkt. No. 176 DENIED ASMOOT.

It is furtherORDERED that this ruling will remairPROVISIONALLY SEALED until
the Parties file joint proposed redactions. Such proposed redactions should include specific
explanations for the necessity of such redactions as balanced against the iptdrassin open
judicial proceedingsSeeRichmond Newspapers v. Virginidd8 U.S. 555, 592 (1980) (“[O]pen
trials are bulwarks of our free and denair government: public access to court proceedings is
one of the numerous ‘checks and balances’ of our system, because ‘contemporanesus revie
the forum of public opinion is an effective restraint on possible abuse of judicial poWgudting
In re Oliver, 333 U.S. 257, 270 (1948)). The proposed redactions shall be filed within seven (7)
days of this Order. Failure to submit timely proposed redactions will result icotmglete
unsealing of the Order, which, in such case, may not be redacted upon later motion rhade by t
Parties.

So Ordered this

Mar 28, 2019
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RODNEY GILiRAP ,
UNITED STATES DISTRICT JUDGE
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