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I N THE UNI TED STATES DI STRI CT COURT

FOR THE NORTHERN DI STRI CT OF CALI FORNI A

| MVERSI ON CORPORATI ON, No. C 02-0710 CW
Plaintiff, ORDER GRANTI NG
PLAI NTI FF' S
V. MOTI ON TO
DI SM SS THI RD
SONY COVPUTER ENTERTAI NVENT PARTY' S AMENDED
AVERI CA, | NC.; SONY COVWPUTER CROSS- CLAI MS
ENTERTAI NMENT, I NC., and M CROSOFT
CORPORATI ON,
Def endant s.

SONY COVPUTER ENTERTAI NMVENT
AMERI CA, I NC., and SONY COMPUTER
ENTERTAI NVENT, | NC. ,
Counter- and Cross-cl ai mants,
V.
| MVERSI ON CORPORATI ON,
Count er - def endant ,
and

| NTERNET SERVI CES LLC,

Cr oss-def endant .

Plaintiff I nmmersion Corp. (Imrersion) noves to dism ss the
amended cross-clains against it filed by Internet Services LLC
(I SLLC) for declaratory relief, breach of contract, judicial
apportionnment of the damages and unjust enrichnment, and to

strike ISLLC s counter-clainms for patent infringement against
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Def endants Sony Conputer Entertainment Anmerica, Inc., and Sony
Conmputer Entertainment, Inc., (collectively Sony). Sony also
noves to strike ISLCC s counterclainms against it, pursuant to
Federal Rule of Civil Procedure 12(f). |SLLC opposes the notion
to dism ss, explaining that the counter-clainms against Sony were
brought in order to preserve the issue for appeal. The matter
was taken on the papers.

Havi ng consi dered all of the papers filed by the parties,
the Court grants Sony’s notion to strike and I mersion’s notion
to dism ss.

BACKGROUND

| SLLC seeks to bring clains against |Imersion arising out
of Imrersion's |awsuit against Sony for patent infringenment, in
which a jury found that Imersion’s patents were valid and
i nfringed and awarded Inmersion $82 mllion in danages. Details
about the action and ISLLC s interest therein are set forth in
the Court's Decenber 29, 2004 Order Granting Plaintiff's Mtion
to Dismss Third Party's Cross-Clains (hereinafter December 29
Order). That Order also sets forth the standard used to review
a motion to dism ss.

In its Decenber 29 Order, the Court dism ssed |ISLLC s
cross-clai ms agai nst I mrersion and counter-cl ai ns agai nst Sony.
The Court found that |ISLLC had no standing to sue because it did
not have a proprietary interest in the patents-in-suit, U S.

Pat ent Nos. 6,275,213 (the '213 patent) and 6,424, 333 (the '333
patent). The facts alleged in ISLLC s clainms against | nmersion

and Sony rested on the prem se that | SLLC possessed such an
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interest. The Court allowed ISLLC to "file a new conpl ai nt
against Imersion . . . if [ISLLC] can do so in good faith

wi t hout contradicting, or repeating the deficiency of, its
original conplaint.” Decenmber 29 Order at 8. |ISLLC was
instructed to file with its new conplaint a notice of rel ated

case, which the Court would have related to I mMmersion v. Sony.

| SLLC s counter-clai ns agai nst Sony for patent infringenent were
di sm ssed with prejudice.
DI SCUSSI ON

. I1SLLC s Filing of Amended Cross-Clainms and Sony’s Mdtion to
Stri ke Counter-Clains

| SLLC did not follow the Court's instruction to file any
amended cl ai ns agai nst Inmmersion in a separate conpl aint.
I nstead, |SLLC filed anended cross-cl ains against Imersion in
this case. In addition, ISLLC filed anmended counter-clains
agai nst Sony.

| SLLC clains that it did not file a separate conpl aint as
ordered by the Court because to do so woul d have been "i nproper"”
given the "uni que procedural posture of this case.”™ [|SLLC s
Opposition at 1, n.1. First, ISLLC clains that the fact that
the Court described its dism ssal of the cross-clains agai nst
I mrersion as "w thout prejudice"” suggests that the Court
contenpl ated the filing of an anmended conplaint in this case.
This flies in the face of the Court's explicit instructions that
| SLLC file a new conplaint with a notice of related case.

| SLLC further argues that its amended cross-cl ai ns agai nst

| mmersion could be considered conpul sory in light of Sony's
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cross-claimagainst ISLLC for declaratory judgnment of non-
i nfringenent. However, Sony's cross-claimis noot in |ight of
the Court's Decenber 29 determ nation that |SLLC | acked standi ng

to sue Sony for patent infringenent. See BP Chens., Ltd., V.

Uni on Carbide Corp., 4 F.3d 975, 978 (Fed. Cir. 1993) (holding

that the test for declaratory justiciability includes reasonable
apprehension of suit). To clarify the situation, the Court

di sm sses Sony's declaratory judgnment cross-claimagainst |SLLC.

For these reasons, ISLLC s filing was inproper. Therefore,
the Court strikes ISLLC s anmended counter-clainms agai nst Sony.
The Court will address the substance of Inmmersion’s notion to

dismss at this time in the interest of efficiency.

[1. Imersion’s Mdtion to Dism ss

The Court allowed ISLLC to file a new conpl ai nt agai nst
I mersion only if ISLLC could do so in good faith and w thout
repeating the deficiency of its original conplaint. |SLLC has
not avoi ded these deficiencies.

Inits prior order, the Court ruled that "ISLLC s excl usive
area of |icense does not enconpass the '213 and '333 patents.”
Order at 7. Specifically, the Court found that |SLLC was

nei t her an assi gnee nor an exclusive |icensee of the patents-in-
suit, and therefore did not have standing to sue under the
patents on its own or as a co-plaintiff with I mrersion. Because
| SLLC s original clains for declaratory relief, breach of
contract and judicial apportionnment all rested on the flawed

assunption that 1SLLC had proprietary rights in the patent-in-
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suit, the Court dism ssed those clains, with |eave to anmend if
| SLLC could identify an alternative basis for them

The anmended conpl aint repeats in part the deficiencies of
the original conplaint, albeit in a nore oblique manner. For
i nstance, |ISLLC alleges that “as to content restricted

material,” “those entire rights in patent were transferred to
| SLLC pursuant to the Amended License agreenent and the Hardware
Agreenent.” |SLLC Anended Cross-Clains f 17. Yet the Court had
al ready concluded that |ISLLC did not receive “entire rights” to
the patents, and that |ISLLC s exclusive right as a |licensee as
to use Imersion technology to produce content-restricted
mat eri al “does not enconpass the ‘213 and ‘333 patents.” Order
at 7. Indeed, the anended cross-clains repeatedly refer to
| SLLC' s “exclusive” right to “Imersion IP,” but fail to
acknowl edge that any exclusive right to Immersion intellectual
property does not include the patents-in-suit.

In light of these repeated deficiencies, the Court finds

that | SLLC cannot maintain its first cross-clai m agai nst

| mrersion, for declaratory adjudication of, inter alia, |ISLLC s

“claims that it has exclusive rights to Immersion |IP, including
the 213 and ‘333 patents, related to software ‘whose topics or
i mges are age restricted.’” |SLLC Arended Cross-Clainms | 52.
As the Court has already concluded, |ISLLC has no excl usive
rights to the 213 and ‘333 patents. [ISLLC s third cross-claim
agai nst Imersion, for judicial apportionnent of the damages
awarded by the jury between |ISLLC and I mmersion, also fails to

state a claim That damage award was based on Inmmersion’s suit
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for patent infringenment, a suit which |ISLLC had no standing to
bring, either alone or as a co-plaintiff with Imersion. Order
at 6.

Simlarly, Imersion s patent infringement suit against
Sony cannot be the basis for a breach of contract claimbecause
the right to sue under the patents were not “within I SLLC s
field of exclusivity,” as ISLLC alleges. |SLLC Anended Cross-
Claims § 59. The only basis identified by ISLLC that coul d
concei vably support its cross-clains for breach of contract and
unjust enrichment is the conpul sory license |Inmmersion has

obt ai ned agai nst Sony.

Eval uation of this claimwould require the Court to
construe the contracts between |Imrersion and | SLLC. | nmmersion
argues that none of Sony’s accused products fall within the

anbit of those contracts. The Anended License and Technol ogy
Agreenent defines content-restricted materials as foll ows:
(i) websites or webpages access to which is age restricted
to users who certify that they are at | east 18 years of
age; (ii) chatroons and other on-line comunications whose
topics or imges are age restricted; or (iii) any other
fornms of technology including, by way of exanple only but
not limted to, DVD's, CD- Ronms, videos, television and
ganes, whether or not appearing as part of a website or
webpage, that have content which if it appeared on a
website would fall within (i) or (ii) above.
| SLLC Amended Cross-Clains Ex. B § 1.3. This contract |eaves
the term*“age restricted” in clause (ii) open to interpretation.
Taking all of the allegations in the conplaint as true, and
review ng the contract as a whole, the Court cannot say that
Imersion’s interpretation of the contract is unanbi guously

correct. Therefore, the Court cannot dism ss |SLLC s contract

6




United States District Court

For the Northern District of California

© 0O ~N oo o b~ w NP

L L i < e
N~ o o~ W N B O

[T
© o

N N DN DN DD N NN DNDDN
0o N o o b W N P O

clai ms pursuant to Federal Rule of Civil Procedure 12(b)(6).

Fal kowski v. lmation Corp., 309 F.3d 1123, 1132 (9th Cir. 2002)
(reversing dism ssal of contract clains where anbiguity
precluded early judgnment). |If |ISLLC chooses to refile its
claims in a new lawsuit, Imrersion may bring an appropriate
moti on for summary adj udi cation of the contract’s neaning.
CONCLUSI ON

For these reasons, the Court GRANTS Sony’s notion to strike
| SLLC s anended counter-clainms against Sony (Docket No. 1536)
and GRANTS Inmmersion’s nmotion to dism ss | SLLC s anended cross-
claims against it (Docket No. 1572). The Court’s dism ssal of
| SLLC s clainms for declaratory relief and judicial apportionnent
iIs with prejudice. |If ISLLC wishes to pursue its clains against
| mrersion for breach of contract and unjust enrichnment, it nust
bring themin a new conplaint. |SLLC may not base its clains on

any purported exclusive right in the ‘213 or ‘333 patents.

| SLLC nmust file with any new conplaint a notice of related case,
and the Court will relate it to this case. The Court dism sses
as nmoot Sony's cross-claimagainst | SLLC for declaratory

j udgment .
IT 1S SO ORDERED
Dat ed: 3/24/05 [s/ CLAUDI A W LKEN
CLAUDI A W LKEN
United States District Judge
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