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In this consolidated case, counterclaimplaintiff Soundview
Technol ogi es (Soundvi ew) seeks to recover against el even
tel evision manufacturers and the manufacturers’ trade
associ ation, Electronic Industries Alliance (EIA), for alleged
patent infringenent and anti-trust violations resulting fromthe
manuf acture and sale of television sets equipped with the V-chip
technol ogy that Soundview clains infringes its ‘584 patent, for
al | eged i nducenent of that infringenent by the association, and
for an all eged conspiracy by the manufacturers and the

association to refuse to license Soundview s patent. All of the



manuf act ur er - count er cl ai m def endants (manufacturers) have filed
nmotions to dism ss and/or notions for summary judgnent, and the
i ndustry associ ation seeks to dismss the claimthat it induced
patent infringenment. Doc. # 154. This Ruling addresses only the
i ndustry associ ation’s notion.
Factual Background

The "V-chip" is a device that enables parents to program
television sets to block the display of violent or sexually
explicit programm ng, and is mandated by the FCC to be i ncl uded
in all 13-inch or larger size television sets manufactured after
January 1, 2000, with standards for the technol ogy desi gned by
the industry. See 47 C.F.R 815.120(d). EIAis a trade
associ ati on headquartered in Arlington, Virginia that "provides
menber conpanies with an information and assi stance network to
enhance their own conpetitive position in the marketplace" by
finding "strength in nunbers"” to protect its nenber conpanies’
"business interests."” Counterclaim9q 21 (quoting ElIA website).
As part of its mssion, EIA forned the R4.3 Tel evi sion Data
Systens Subcommittee to discuss V-chip inplenentation
Counterclaim ¢ 22. This subcommttee investigated patents "which
m ght be infringed by those manufacturers who build equipnent” in
conpliance with the regulation, which itself incorporates the
El A-desi gned standard (known as ElI A-608) for how the V-chip nust
work. Id. at 9 23. ElIA participated in a nunber of neetings with

ot her countercl ai m def endant - manuf acturers, and i nfornmed them
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that a patent search had been conducted, and that "sonme patents
were found to be essential to the standard,” six of which "could
pose a problem"” |d. at T 24. A listing of these patents was

| ater provided to nenbers, with Soundview s ‘584 patent included
"as nunber one on EIA s list of the six patents identified as
‘nmost relevant.’" [d. at § 25. A cover nenorandumto this |ist
concluded that "[t]hose patents in the ‘nost relevant’ category
have, generally speaking, broader clains, which are nore easily
infringed." 1d. at § 73.

El A s vice president of engineering, George Hanover, also
prepared a nenorandumfor its nenbers anal yzing the possibility
of enlisting the aid of the FCCin its efforts to "avoid
unreasonabl e royalty demands” on its nenbers, id. at Y 30, and
advised its nenbers that they could seek to extend the effective
dates of the regulation or "explore the FCC s legal ability to
preenpt the intellectual property rights of holders unwilling to
license the use of their patents on fair and reasonabl e terns.

Id. This sane Hanover nenorandum al so noted that any such
attenpts would "likely encounter serious |legal and jurisdictional
problens. . . ." Id. (quoting Hanover neno). El A then agreed
to "recalculate"” the list of potentially applicable content
advi sory patents to its nenbers, in order to ensure that its
menbers all participated in the analysis of patents that m ght be
"essential" to producing the required technol ogy. Id. at ¥ 31.

I n Novenber of 1998, Soundview officially notified ElIA of
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its plans to license its patent to manufacturers "on reasonabl e

terns on a non-exclusive, non-discrimnatory basis." EIA did not
respond to the letter, and despite Soundview s offer, "no
tel evision set manufacturers have taken licenses.” 1d. at T 32.

Al | egedly pronpted by Soundview s |icense offer and Hanover’s
concl usion that the FCC woul d be unable to mandate conpul sory
licensing, ElIA circul ated anot her neno, explaining steps the
associ ation was taking to collect information about the prices
bei ng requested for patent |licenses. The nenpb, which took the
formof mnutes froma February 17, 1999 neeting, explained that:
ElA, at the request of sonme of its nenbers, is in the
process of evaluating these patents and assessing all of the
options available to tel evision manufacturers . . . if any
menbers have non-confidential information relating to the
patent issues that they would like the EIA to be aware of in
connection with Era’s (sic) study of the situation (such as
patents called to their attention, offered |icense terns,
rel evant prior art, etc.) please provide that information to
CGeor ge Hanover
Id. at § 33. The neeting mnutes al so nake statenents concerning
the "revenue streans" of nenber conpanies, and al so indicate that
ElA woul d create and distribute "content advisory tapes" that
coul d be used by the nenber conpanies "in testing the infringing
products.” 1d. at 1 75. EIA and the manufacturers al so
di scussed Soundvi ew at the February 17 neeting; the counterclaim
all eges that "details of the discussion are not yet known, but
they were of such nature that Soundview s consultant Bernard

Lecher reported that he understood the discussion would not have

taken place if the participants . . . had known of M. Lecher’s



retention by Soundview. " This consultant term nated his

rel ati onship wth Soundvi ew shortly thereafter, citing a
"conflict of interest.” |1d. at f 34. Despite Soundview s status
as a nenber of EIA it was unable to get the mnutes of this and
ot her neetings at which V-chip technol ogy was di scussed. Id. at
1 36.

Based on the above factual allegations, Soundview all eges
that "EI A/ CEMA has induced infringenent of the ‘584 patent by
knowi ngly and intentionally inducing others (including but not
limted to manufacturing counterclai mdefendants) to nmake, use,
inport, offer to sell and/or sell television sets fitted with ‘V-
Chips.”" 1d. at  72. The counterclaimalleges that El A
"intended its nenbers to do the acts constituting direct
infringenent,"” id. at § 75, that ElIA knew of Soundview s patent,
id. at 1 72, that EIA "knew of and intended the infringing acts
of its nenbers — the manufacture and sale of television sets
i ncorporating infringing V-chips,” that EIA knew of the devices
bei ng manufactured by its nenbers and that those devices
infringed the ‘584 patent, "as EI A/ CEMA had intended they woul d."
Id. at § 74. Soundview also alleges that the purpose of the
patent search and identification of the nost rel evant patents was
to induce such infringenent. 1d. at § 76. EIA contends that
these allegations fail to state a claimfor inducing
infringenent, and that the claimtherefore should be di sm ssed.

St andard
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In deciding a notion to dismss for failure to state a claim
under Rule 12(b)(6), the Court is required to accept as true
t hose factual assertions set forth in plaintiff's conplaint, and
to read the conplaint liberally, drawing all reasonable
inferences in plaintiff's favor. See Fed. R Gv.P. 12(b)(6);

Charles W v. Maul, 214 F. 3d 350, 356 (2d Gr. 2000). 1In ruling

on a notion to dismss for failure to state a clai mupon which
relief may be granted, the court should not dismss "unless it
appears beyond doubt that the plaintiff can prove no set of facts

in support of his claimwhich would entitle himto relief.”

Aiver Schools, Inc v. Foley, 930 F.2d 248, 252 (2d Gr. 1991),

guoting Conley v. G bson, 355 U. S. 41, 45-46 (1957). "The task

of the court inruling on a Rule 12(b)(6) notion is nerely to
assess the legal feasibility of the conplaint, not to assay the
wei ght of the evidence which m ght be offered in support thereof.
The court is required to accept as true all factual allegations
in the conplaint and to consi der docunents attached to or

i ncorporated by reference in the conplaint. Al though bald
assertions and conclusions of law are insufficient, the pleading

standard i s nonetheless a |liberal one." Cooper v. Parsky, 140

F.3d 433, 440 (2d Cr. 1998) (internal quotations and citations
omtted). "The review of such a notion is limted, and the issue
is not whether a plaintiff wll ultimtely prevail but whether
the claimant is entitled to offer evidence to support the clai ns.
Recovery may appear renote and unlikely on the face of the
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pl eadi ng, but that is not the test for dismssal."” Bernheimyv.

Litt, 79 F.3d 318, 321 (2d Gr. 1996) (internal quotations,
citations, and alterations omtted).
Di scussi on
Section 271(b) provides that "[w hoever actively induces
i nfringenent of a patent shall be liable as an infringer." 35
US C 8§ 271(b). Thus, a person infringes by actively and
know ngly aiding and abetting another’s direct infringenent.

Water Technol ogies Corp. v. Calco, 850 F.2d 660, 667 (Fed. Gr

1988). Although the statute does not use the word "know ng," the
Federal Crcuit has held that "proof of actual intent to cause
the acts which constitute the infringenent is a necessary

prerequisite to finding active inducenent.” Hewett-Packard Co.

v. Bausch & Lonb, 909 F.2d 1464, 1469 (Fed. G r. 1990). In other

words, "[i]t must be established that the defendant possessed
specific intent to encourage another’s infringenment and not
nmerely that the defendant had know edge of the acts alleged to
constitute inducenent. The plaintiff has the burden of show ng
that the alleged infringer’s actions induced infringing acts and
that he knew or should have known his actions woul d i nduce act ual

infringenent." Manville Sales Corp. v. Parampunt Systens, 917

F.2d 544, 553 (Fed. Cir. 1990).
The parties agree that the basic elenments of a claimfor
i nducing infringenment are as follows: 1) an inducer’s know edge

of the asserted patent, see Hew ett-Packard, 909 F.2d at 1469; 2)
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direct infringenment by a third party allegedly induced, see Water

Technol ogi es, 850 F.2d at 668; 3) the inducer’s "actual intent to

cause the acts which he knew or should have known woul d i nduce

actual infringenents,” Manville Sales Corp., 917 F.2d at 553; and

4) the conmm ssion of an act that constitutes inducenent, not

nmerely the power to act or the failure to act. See Beverly Hills

Fan Co. v. Royal Sovereign Corp., 21 F.3d 1558, 1569 (Fed. G

1994). The adequacy of Soundview s allegations as to the second
el ement is not chall enged, as the counterclai mcharges that the
manuf act urer s/ count er cl ai m def endants "have directly infringed
the ‘584 patent by meking, using, inporting, offering for sale
and/or selling in this judicial district and throughout the
United States television sets fitted with *V-Chips.’"
Counterclaim 9 71.
1. First El ement - Know edge

Wiile EIA did not challenge the first elenent inits briefs,
at oral argument it belatedly raised the contention that the
chronol ogy outlined in the counterclai mdenonstrates that the
standard was passed before EI A was aware of Soundvi ew s patent,
and thus the know edge elenent is lacking. EIA cites Black &

Decker v. Catalina Lighting, 953 F. Supp. 134 (E.D. Va. 1997) as

support for the proposition that there can be no actionable

i nducenent for acts commtted before the alleged i nducer had
know edge of the patent at issue. |In that case, Black & Decker
sued Westinghouse Electric for inducing infringenent of its
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flexi ble flashlight patent when Westinghouse |licensed Catalina to
use the Westinghouse trademark in the pronotion and sal e of
various products, including the accused product. 1d.
West i nghouse and Catalina had entered into the |icensing
agreenent prior to the issuance of the patent, and Wsti nghouse
had no know edge of Black & Decker’s patent until it was served
with the conplaint in the infringenment action. The district
court therefore | ooked at Westinghouse’ s actions after it had
been given notice of Black & Decker’s patent to determ ne whet her
any inducenent occurred. |d. at 138. Because Westinghouse
exerci sed no control over the manufacture or shipnment of the
accused products after it received notice, and because Catalina
had assured Westinghouse it would ship no nore flashlights
bearing the Westinghouse mark, the Eastern District of Virginia
concl uded that summary judgnent was appropriate. 1d. at 139.
The present case, however, involves the adequacy of
pl eadi ngs, not the weight of the evidentiary record on the issue
of EIA's know edge. The counterclaimalleges that El A was aware
of the Soundvi ew patent before it took a nunber of the actions
that are alleged to be inducing. See Counterclaim9q 72
(" Def endant ElI A/ CEMA has known of the Soundvi ew patent at |east
since its vice president, George Hanover, conm ssioned an
i nvestigation of U S. patents which m ght be infringed by those
manuf act urers who build equi pnent for receiving and decodi ng
content advisories information using the nmethods contained in
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El A-608A"); id. at § 77 ("the counterclai mdefendants have been
aware of the ‘584 patent and have, nonethel ess, infringed that
patent with know edge of the patent’s scope and application to V-
chip television sets sold, inported, used, offered for sale

and/ or sold by manufacturing counterclai mdefendants.”). Wile
El A maintains that ElIA-608 was in place before it took any steps
to investigate patents and advise its nmenbers, fromthe face of
the counterclaimthe Court is unable to discern when this
standard was finalized. The Court takes judicial notice of the
fact that the FCC Final Rule adopting El A-608 and incorporating
the standard into the regul ati ons was promul gated on April 23,
1998. See 63 FR 20131. The counterclaimalleges that ElI A had
know edge of the ‘584 patent by January of 1997, at the very

| atest, see Counterclaim9q 24, and even w thout goi ng outside the
pl eadi ngs, a fair inference could be drawn fromthe all egations
in the counterclaimthat the standard was still subject to

nmodi fication at the tinme EIA took the actions conplained of. As
the counterclaimalleges that EIA had notice of the ‘584 patent
by January 1997 at the latest, and that, in contrast to the

defendant in Black & Decker, EIA engaged in inducing conduct

after that date, the Court |eaves to summary judgnent or trial
the resolution of the proper chronol ogy here.
2. Third El enent - Actual Intent

El A charges that Soundview s Counterclaimis rife with
"conclusory allegations |aced with buzz words,"” Def. Mem at 5,
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and that a careful exam nation of the Counterclaimreveal s that
Soundvi ew has not alleged its actual intent to cause the acts
which it knew or should have known woul d i nduce act ual
infringenment. Soundview maintains that it has sufficiently
al l eged intent under the standard of Rule 9(b), which allows
avernments of intent to be nmade generally. It is the Court’s view
that El A seeks to inpose a higher standard on Soundview s
pl eadi ngs than is warranted under Rule 8, and that viewed under
t he proper standard, Soundview s counterclai madequately alleges
the requisite intent.

First, EIA argues that none of the factual allegations in
the countercl ai m support the conclusion that Soundview draws in
t he i nducenent count: that ElA aided and abetted the
manuf acturers, and that it intended the manufacturers to use the
technol ogy clained by the ‘584 patent. The allegations regarding
EIA's mssion and goals as a trade organi zation are conpletely
irrelevant, the argunent goes, and all that is left in the
conplaint is the followng recitation: 1) El A conducted neetings
regarding the industry standard required by the regulation, 2) it
conducted a patent search and distributed the list to its
menbers, and 3) it had know edge of the ‘584 patent. These
facts, ElIA clains, do not support the conclusory assertion that
it induced others to infringe the patent. Mem at 6.

El A m sconstrues the standard for "notice pleadi ng" under
Federal Rule of Gvil Procedure 8, in seeking to require fact
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pl eadi ng i nstead of "a short and plain statenent of the claim
showi ng that the pleader is entitled to relief.” Fed. R Cv. P
8(a). As one court observed nmany years ago in declining to

di sm ss an inducenent claimon a 12(b)(6) notion, "[a]ll that is
usually required in the conplaint is a generalized statenent of
the facts fromwhich the defendant nmay form a responsive

pl eading; thus if a bona fide conplaint is filed that charges
every el enent necessary to recover, summary dism ssal for failure
to set out evidential facts is not justified." Anerican

Techni cal Machinery Corp. v. Masterpiece Enterprises, 235 F.

Supp. 917 (M D. Pa. 1964), citing Conley, 355 U S at 46. The

Federal G rcuit has held that the requisite intent to induce
i nfringenent can be inferred fromall of the circunstances.

VWat er Technol ogies, 850 F.2d at 669. The countercl ai mdescri bes

an industry associ ation dedicated to the advancenent of its
menbers’ interests in the marketpl ace that designed the

t echnol ogi cal standard referenced by federal regul ations
requiring the installation of certain technology on all new
television sets. |In developing and advising its nenbers on these
standards, this association conducted a patent search, concl uded
sone patents were essential to that standard, identified the

subj ect patent as the "nost relevant"” and "easily infringed," and
communi cated this information to the nmenber conpanies, who are
charged with direct infringement. While EIA takes issue with
this characterization of its actions, and argues that ternms such
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as "relevant” and "essential" do not have the neaning Soundvi ew s
counterclaimassigns them for purposes of this notion the Court
nmust accept the Counterclainis allegations as true. !
Counterclaim9q 25. EIA proposed a nunber of strategies to avoid
royalty demands, including attenpting to get the FCC to preenpt
the intellectual property rights of patent holders, and held a
nunber of cl osed-door neetings, the m nutes of which were not
provi ded to Soundview, at which the ‘584 patent was di scussed.
Based on these facts, Soundview alleges that EIA "aided and
abetted" the manufacturers in their infringenent, and know ngly
and intentionally induced the infringenment. Y 71, 73. On the
facts pleaded in the counterclaim the Court cannot say that this
conclusion is so conpletely preposterous and unsupported that it
appears beyond doubt that Soundview cannot establish a valid

claimfor relief on this el enent. See Villager Pond, Inc. V.

Town of Darien, 56 F.3d 375, 378 (2d Gr. 1995).

The counterclaimplaintiff here has averred nore than just
El A s know edge of the patent, which is concededly insufficient

to state a claim See Catapano v. Weth Ayerst Pharma. , 88 F

Supp. 2d 27 (E.D.N. Y. 2000) (alleging know edge of patent

! El A also refers the Court to the entirety of the menorandum

argui ng that the quotes excerpted in the Counterclaimare taken out of
context, and that an exam nation of the full docunent denonstrates that ElA
only classified patents as "nost relevant” based solely on the scope of the
patent’s clains, "without reference to any particular product." E A Ex. 1.
El A has not expl ai ned how the Court can | ook beyond the pleadings at this
point to extraneous material wthout converting the nmotion to one for sunmary
j udgnent .
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insufficient, where plaintiff had not alleged that "Defendants
have cl ai med or recommended to anyone, inplicitly or explicitly,
that the" infringing product be used). The cases that EIA cites
di sm ssing i nducenent clains are not to the contrary. In

Ri st vedt - Johnson v. Pelz, Docket No. 91 C 3273, 1991 W 255691

(N.D. I'l'l. Nov. 18, 1991), the district court dism ssed an

i nducenent cl ai m because the conplaint included only a "bald
assertion” that the defendants induced a third party to infringe
the plaintiff’s patent, w thout any facts supporting this
conclusion. The court there found the allegations insufficient
because the plaintiff failed to "allege any facts showi ng how the
def endants induced Brandt to infringe upon [plaintiff’s] patents
as required under Manville." 1d. at *4 (enphasis added). Here,
the Counterclaimis replete with allegations as to how El A
acconplished its inducenent; whether the inference of intent from
these facts is reasonabl e cannot be determ ned at this stage.

The conplaint in Shearing v. Optical Radiation Corp., 30

U S P.Q2d 1878, 1880 (D. Nev. 1994) is simlarly

di stingui shable. The court dism ssed the inducenent claim
because both direct infringenent by a third party and specific
intent to induce had not been pleaded sufficiently; in fact, the
| atter had not been pleaded at all. The court acknow edged t hat
intent and knowl edge need only be averred generally, but that
"such nust be averred.” 1d. Because the conplaint did not

"afford a basis for believing that plaintiffs could prove
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scienter,” it dismssed the inducenent claim |d. (interna
citations omtted). Soundview s Counterclaim however, does
provide this basis, as it could prove that EIA intended to induce
the infringenment by pointing its nenbers to the ‘584 patent and
identifying it as "essential"” and "nost relevant," but stil
encouraging themto refuse |icensing agreenents.

Cool savings.com Inc. v. Catalina Marketing Corp. , Docket No. 98

C 6668, 1999 U.S. Dist. LEXIS 7891 (N. D. Ill. May 14, 1999),

al so involved a "bald assertion” of active inducenent on the part
of a parent corporation. The court concluded that the nere fact
that the alleged third-party direct infringer was a business unit
of the allegedly inducing infringer "does not provide the
necessary inference of intent for this claimto nove forward as
it stands." 1d. at *4. Here, the Counterclaimincludes far nore
detail regarding the relationship between El A and manufacturer-
defendants, their common goals, and the neans by which the

i nducenent was al | egedly acconplished. Accordingly,

Cool savi ngs. com and Shearing do not support EIA s argunent that

t he i nducing clai mshould be dismssed for failure to
sufficiently plead intent.

Soundview relies on Snap-On Inc. v. Hunter Engi neering, 29

F. Supp. 2d 965 (E.D. Ws. 1998) in support of its argunent that
it has, if anything, exceeded the requirenents for notice
pleading in its inducenent claimagainst EIA. The court in Snap-
On denied a notion to dismss contributory infringenent and
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i nducenent to infringe clains, rejecting the argunent that the
clainms failed to allege know edge or intent. The court concl uded
t hat "because the anended conpl aint states that the defendant’s
actions were ‘willful and deliberate,” the allegation as to
intent was sufficient. 29 F. Supp. 2d at 970, citing Fed. R

Gv. P. 9(b) ("intent, know edge and other conditions of m nd may
be averred generally."). EIA attenpts to distinguish Snap-On,
argui ng that Soundvi ew has not even "averred generally" intent,
Mem at 6, but the Counterclaimin this case far exceeds the

Shap-On conplaint. Oher cases are in accord. In Braintree

Laboratories v. Nephro-Tech, 31 F. Supp. 2d 921 (D. Kan. 1998),
the court denied defendant’s Rule 12(c) notion for judgnent on

t he pl eadings, noting that a nunber of facts had been alleged "as
evi dence of defendants’ purposeful, intentional steps to induce
others to infringe plaintiff’'s patent."” [d. at 925. The facts
in that case included allegations that the defendants advertised
the allegedly infringing drug and marketed it to that portion of
the nedi cal community which specialized in a particular nedica
specialty, and that use of the product in that specialty could
constitute infringenent. |1d. The court observed that "a claim
of active inducenment is |ess susceptible to judgnent on the

pl eadi ngs because intent is a factual determnation particularly
wWithin the province of the trier of fact," and concluded that it
was "not convinced that it would be inpossible for plaintiff to
prove a set of facts that would entitle it to recovery on its
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active inducenent claim™" Id. at 926. See also Zenith

El ectronics v. Exzec, No. 93 C 5041, 1994 W. 444084 (N.D. II1.

Aug. 15, 1994) (plaintiff had sufficiently alleged facts all ow ng
corporate officer to be held personally liable for inducing

i nfringenent, when conplaint alleged that officer "willfully and
wantonly infringed;" conplaint essentially alleged that officer
acted with purposeful intent to assist in violating patent).

Second, ElIA argues that the Counterclai minadequately
all eges a connection with the specific patent held by Soundvi ew,
the ‘584 patent. According to EIA there are no facts all eged
indicating that El A knew what specific technol ogy each of the
el even countercl ai mdefendants was utilizing in the manufacture
of its television sets, and that no facts alleged indicate EIA
i ntended to cause the nenber conpanies to use the specific
technology clained in the ‘584 patent. The countercl ai mdoes
suggest that EIA "singled out" the ‘584 patent, as discussed
above, and even if the ‘584 patent was but one of several that
El A induced its nenbers to infringe, ElA cannot escape liability
for inducenent sinply because it included a nunber of patents on
its list of "nost relevant.”

At oral argunent, EIA countered that because it never
advocated the use of a particular design, but instead only
encouraged its nenbers to follow the EIA standard, it cannot be
liable for inducing infringenent. As an initial matter, the
Court cannot decide what the standard entails based on the
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pl eadi ngs al one. \Wether the standard sinply establishes
"operating paraneters" such as, for instance, the |ocation for
enbeddi ng a content code, as El A argues, or whether the standard
itself infringes, as Soundvi ew contends, nmust await |ater
resolution. According to the counterclaim ElIA itself |isted
sone patents as "essential" to the standard, including the ‘584
patent, and in that way identified for its nmenbers a particul ar
design. See Counterclaim9q 73 (EIA "provided its nenbers with
the design disclosed in the ‘584 patent and encouraged, aided and
abetted its nenbers such as manufacturing counterclai mdefendants
to use the specific design protected by the ‘584 patent - the
‘nmost relevant’ design to the V-chip device - and thereby to
infringe the ‘584 patent."). In addition, the counterclaim
conveys the sense that EIA was extrenely interested in
Soundview s patent — it never responded to requests for a
license, it treated Soundview differently than its ot her nenbers
with respect to providing copies of mnutes and the |like, and
Lechner’s withdrawal as a consultant from Soundvi ew due to an
unspecified "conflict of interest” all conbine to allow the

i nference that sonmething untoward was occurring. As Soundview s
counsel put it at oral argunent, ElIA engaged in nuch "hand
wringi ng" over the Soundview patent, and whether that hand
wringing amounted to inducing its nmenbers to infringe the patent,
or was sinply concern with its nmenbers’ conpliance with the
federal regulations, cannot be determ ned on the face of the
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pl eadi ngs al one.

Third, EIA also maintains that at the nost, the Counterclaim
alleges that it encouraged its nenbers to conply with the FCC
regul ations regarding the V-Chip, and that if the manufacturing
count ercl ai m def endants are being induced, it is by the FCC, not
El A 2 This argunent ignores the allegation that ElIA devel oped
the standard; indeed, the regulation itself references ElA See
47 C.F.R 8 15.120(d) ("television receivers wll receive program
ratings transmtted pursuant to industry standard El A-744 .
and EI A-608."). The regulations do not require the use of any
particul ar technology, and it is Soundview s contention that in
sel ecting the nmeans by which to inplenment the governnent al
mandat e, the tel evision manufacturers (induced by EIA) infringed
its patent. Should Sharp prevail on its governnental |icense
summary judgnent notion, of course, Soundview s inducenent claim
against EIA wuld fail, both because there would be no actionabl e
i nfringenent and because any i nducenment would flow fromthe
governnent, rather than EIA but this question is not posed in
the instant notion. Further, EIA' s characterization of the facts
all eged in the counterclaimsignificantly understates the scope
of the allegations. Soundview clains that EIA did nore than just

urge conpliance with the law, the association is alleged to have

2 A variant of this argunment is posed in counterclai mdefendant

Sharp’s notion for sumrary judgnment on the grounds of an "inplied governnental
license.”" See Doc. # 148.
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specifically identified the Soundvi ew patent as the "nost
relevant” for its nmenbers, engaged in off-the-record discussions
about the Soundview patent that resulted in a Soundvi ew
consultant termnating his relationship, and encouraged its
menbers not to take |icenses from Soundvi ew despite the fact that
the ‘584 patent is "essential" to the industry-adopted standard.
Agai n, whether EIA s conduct was actually as innocent as the
associ ati on now cl ai s cannot be determned at this stage in the
l[itigation, where the Court is obligated to assunme the truth of
every all egation.

Finally, EIA contends that Soundview s inducenent
counterclaimis illogical, and that thus the requisite intent
el ement is not adequately pleaded in the counterclaim EIA
argues that according to Soundview, it advised its nenbers that
t he Soundvi ew patent was the broadest and nost easily infringed,
as quoted in the Counterclaim and that it is counterintuitive to
infer fromthis statenent that it therefore encouraged its
menbers to infringe the ‘584 patent. Wy woul d EI A encour age
anyone to use the technol ogy of the patent wth the broadest
clainms, it argues, when there are other patents w th narrower
clainms that are less likely to be infringed? |If anything,
according to EIA a statenent that the patent is "nost easily
infringed" is nore likely to discourage infringenent than to
i nduce it, highlighting the absence of the intent elenment. EIA
Mem at 8. Wiile this argunent may have appeal, and perhaps may
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be persuasive when a full record is devel oped, the inferences to
be drawn fromfacts alleged in the counterclaimshould be left to
sumrmary judgnent. It could be that because the ‘584 patent was
the nost relevant, and the industry would be unable to prevail
upon the FCC to use its regulatory powers to defeat the
intellectual property rights of patent-holders, EIA and the
manuf acturers determ ned to use Soundvi ew s patent nonet hel ess,
as it was the nost relevant, hoping to use their industry power
to brow beat Soundview into accepting their terns. Wile such a
theory is not specifically alleged in the pleadings, "at this
stage the plaintiff receives the benefit of inmagination."

Sanjuan v. American Bd. of Psychiatry & Neurology, 40 F.3d 247,

251 (7th Gr. 1994), cert. denied, 516 U. S. 1159 (1996).

Accordingly, the Court will not dism ss the counterclains based
on appeals to | ogic al one.

b. Affirmati ve Acts of | nducenent

Inits reply brief, EIA argues that Soundview has failed to
pl ead facts sufficient to show the conm ssion of an act that
constitutes inducenent, a necessary elenent of an inducenent
cl aimas discussed above. |In essence, this is a retread of EIA s
argunent di scussed above — because the acts alleged in the
Counterclai m (conducti ng patent investigation, distributing
results, etc.) do not constitute acts encouragi ng i nducenent of a
patent, Soundview has failed to state this elenent of the claim
as well. As outlined above, the Court disagrees with EIA s
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central position that the facts alleged in the counterclaimcould
never anmount to inducing infringenment. Further, Soundview has
gone beyond alleging the nere power to act, or the failure to
act: it has listed a nunber of specific steps EIA took in
furtherance of its intent to induce infringenment of Soundview s
patent. EIA identified the "nost relevant” patent for its
menbers, circulated that information to them posited various
ways its nmenbers could avoid licensing obligations, and provi ded
test tapes for its nenbers to ascertain whether their allegedly
infringing products net the regulatory requirenents. These
al l egations neet the requirenents for the final elenent of an
i nducenent claim As the Federal Circuit recently noted:

O course inducenent has connotations of active steps

know ngly taken-- know ngly at least in the sense of

pur poseful, intentional as distinguished from accidental or

i nadvertent. But with that qualifying approach, the termis

as broad as the range of actions by which one in fact

causes, or urges, or encourages, or aids another to infringe

a patent.

Tegal Corp. v. Tokyo Electron Co., 248 F.3d 1376, 1378 (Fed. Grr.

2001). Although this is not the usual inducenent case, where an
infringer pronptes a product for an infringing use, Tegal nakes
clear that the scope of inducenent clains is not limted to such
situations. As affirmative acts know ngly taken are all eged
here, Soundvi ew has adequately alleged this elenent of its

i nducenment claim
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Concl usi on

El A's notion seeks to hold Soundview to a higher standard of
factual pleading specificity than is required. G ven the |iberal
pl eadi ng standard of Rule 8(a), Soundvi ew has adequately pl eaded
an i nducenent claimagainst EIA where it alleges that the
associ ati on designed the industry standard for the V-Chip,
identified the ‘584 patent as the "nost relevant” and the nost
"easily infringed," encouraged its nenbers to refuse |icense
agreenents, engaged in nunerous discussions regardi ng Soundvi ew s
t echnol ogy, and eventually presented Soundview with an
"ultimatunt in terns of the licensing fee its nenbers would pay.
As Soundview s | egal theory has not been shown to be conpletely
wi thout nerit, the Court cannot say that there is no possibility
Soundvi ew coul d present facts in support of its clains. The
notion to dismss Soundview s inducenent claim (Doc. # 154) is

t her ef ore DEN ED.

I T 1S SO ORDERED

Janet Bond Arterton, U S.D.J.

Dat ed at New Haven, Connecticut this __ day of June, 2001.
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