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Director Vidal,

Petitioner Vector Flow, Inc., respectfully notifies the parties and the USPTO of its filing of the
attached Request for Rehearing by the Director ("Request"), Paper 9, filed pursuant to 37
C.F.R. § 42.71(d) and the Revised Interim Director Review Process adopted on July 24, 2023, of
the decision by the Board denying institution (Paper 8) in IPR2023-00353.

The Request presents important issues affecting a great number of PTAB proceedings in which
pre-institution Fintiv discretionary denial arguments are made. As the Director is

aware, Fintiv arguments have become common occurrences in IPR proceedings filed during
the pendency of parallel litigation. The Board's decision here provides a good vehicle

for Director Review to address two exceedingly important and recurring procedural issues
regarding Fintiv, and one important substantive issue.

The two procedural issues are closely-related and commonly confronted by parties,
practitioners, and the PTAB: (1) whether IPR petitioners have an obligation to anticipate and
affirmatively rebut possible Fintiv challenges in their IPR petitions to avoid discretionary denial
under § 314(a), and if so, under what circumstances, and (2) the procedure for IPR petitioners
to seek leave of the Board to file pre-institution reply briefs to address Fintiv challenges. There
is no authoritative guidance on these issues, which has led to confusion on the part of
practitioners and parties, and inconsistent treatment by the PTAB. The decision by the Board
here, as detailed in the Request, provides a vivid example of the problems that arise because
of the lack of authoritative guidance on these issues.

The Request also raises an important substantive issue relating to Fintiv: the impact of
assignor estoppel arguments by a patent owner in parallel litigation on the Fintiv analysis. As
detailed in the Request, after the filing of the IPR petition here, Patent Owner brought a
motion for summary judgment in the pending litigation based on assignor estoppel, seeking to
preclude Petitioner from raising any invalidity defenses at trial. The motion remains pending.
The Board never considered the impact of the assignor estoppel arguments on

its Fintiv analysis, because Patent Owner neglected to mention them in its preliminary
response and the Board did not allow Petitioner to be heard on this issue, as fully explained in
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UNITED STATES PATENT AND TRADEMARK OFFICE

BEFORE THE PATENT TRIAL AND APPEAL BOARD

VECTOR FLOW, INC.,
Petitioner

V.

HID GLOBAL CORPORATION,
Patent Owner

Case IPR2023-00353
Patent 8,234,704 B2

PETITIONER’S REQUEST FOR REHEARING
BY THE DIRECTOR!

! This request is being filed pursuant to the Revised Interim Director Review Process

adopted on July 24, 2023.





Pursuant to 37 C.F.R. § 42.71(d) and the Revised Interim Director Review
Process adopted on July 24, 2023, Petitioner respectfully requests rehearing of the
Board’s decision denying institution of inter partes review (Paper 8).

Petitioner respectfully seeks Director Review and rehearing because this case
presents important procedural and substantive issues relating to Fintiv discretionary
denials. These issues include: (1) whether petitioners must affirmatively address
Fintiv challenges in the petitions to avoid discretionary denial under § 314(a), and if
so, under what circumstances, (2) the proper procedure for petitioners to seek to file
pre-institution reply briefs to address Fintiv challenges, and (3) the impact of parallel
litigation assignor estoppel arguments on the Fintiv analysis.

I. BACKGROUND AND INTRODUCTION

The Board’s decision here characterized the IPR petition as a garden variety
application of Fintiv, in which a jury trial in the parallel litigation was scheduled to
occur several months before the date of any Final Written Decision here. But the
Board never took into account a critical fact that Patent Owner failed to mention in
making its Fintiv arguments — that one month after the IPR petition was filed, Patent
Owner brought a motion for summary judgment in the district court asking that
Petitioner be entirely barred from presenting any patent invalidity defenses based on
assignor estoppel. (EX1013 (Patent Owner’s Opening Brief), at 14 (“Assignor

estoppel applies as a matter of law to preclude all of Vector Flow’s invalidity
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defenses, not only prior art focused defenses....”) (italics in original).)> Patent
Owner’s motion remains pending and, as a result, Petitioner’s ability to present
invalidity defenses in the parallel litigation remains very much up in the air.

But the Board was never told about this motion. Although the district court
motion was fully briefed more than a month before Patent Owner filed its
Preliminary Response, that response misleadingly suggested to the Board that the
parallel litigation presented a textbook Fintiv scenario in which invalidity issues
would be resolved in an earlier-scheduled court trial. (Paper 7, at 14-15.) Patent
Owner never told the PTAB that it had formally asked the district court to bar
Petitioner from presenting any invalidity defenses at trial. As explained below,
Patent Owner’s assignor estoppel arguments would have tipped the balance of the
Fintiv factors in favor of institution had they been disclosed because, if Patent Owner
succeeds in its arguments, there would be zero overlap in the two proceedings.

But the Board’s decision also committed several critical procedural errors in
its handling of the Fintiv issue. Shortly after receiving the Preliminary Response,

Petitioner and Patent Owner met and conferred on a request by Petitioner for

2 As noted in the Petition, assignor estoppel is inapplicable to IPR. (See Paper 2,

at 8 (citing Arista Networks, Inc. v. Cisco Sys., Inc., 908 F.3d 792, 804 (Fed. Cir.

2018) (“[A]ssignor estoppel has no place in IPR proceedings.”)).)
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permission to file a reply brief, not to exceed three (3) pages, to address Patent
Owner’s discretionary denial arguments. Patent Owner opposed the request.

During the meet and confer process, Patent Owner demanded that Petitioner
include, in Petitioner’s email to the Board requesting permission to file a reply,
arguments that good cause did not exist to file a reply. Petitioner declined,
explaining that “the Board has repeatedly stated that emails to the Board should not
include argument.” (EX1016.) Petitioner’s subsequent email to the Board, in
accordance with long-established PTAB practice, therefore did not include any
arguments either in support of or opposition to the request; it simply notified the
Board of the requested relief and stated that the parties would confer and provide
availability for a conference call if needed. (EX3001.)

But Petitioner was ultimately punished for its adherence to these rules. Patent
Owner, undeterred by the longstanding prohibition against argumentative emails,
sent an unauthorized “reply-to-all” response to Petitioner’s email to the Board,
arguing to the Board that the issues on which Petitioner was seeking a reply brief
were “foreseeable” such that leave to file a reply should be denied. (EX3001.)

This tactic apparently succeeded because, the very next day, the Board denied
the request via email without providing reasons and without scheduling a conference
call. (Id.) Petitioner thus had no opportunity to respond to Patent Owner’s improper

email arguments, or to notify the Board of the basis for its requested reply brief —
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the existence of intervening assignor estoppel arguments that were responsive (and
fatal) to the Fintiv arguments made by Patent Owner.

On July 17, 2023, the Board issued its decision denying institution of IPR
based on the Fintiv factors. (Paper 8.) The Board’s decision made no mention of
Patent Owner’s assignor estoppel positions in the parallel litigation, let alone their
impact on the Fintiv analysis under § 314(a).

II. ANALYSIS AND ARGUMENT

Under 37 C.F.R. § 42.71(d), a request must identify ‘““all matters the party
believes the Board misapprehended or overlooked, and the place where each matter
was previously addressed in a motion, an opposition, a reply, or a sur-reply.”
Petitioner respectfully seeks Director Review because the Board misapprehended
and overlooked Patent Owner’s concurrent assignor estoppel arguments in the
litigation, and their decisive impact on the Fintiv factors.

Patent Owner’s assignor estoppel arguments were not “previously addressed”
under § 42.71(d) because Patent Owner failed to mention them in its Preliminary
Response, and the Board rebuffed all attempts by Petitioner to highlight Patent
Owner’s failure prior to institution. Petitioner did disclose in the IPR petition that
Patent Owner was taking an assignor estoppel position in the parallel litigation,
which the Board appears to have misapprehended or overlooked as it was not

mentioned in the institution decision. (Paper 2, at 8) But it was not until after the
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IPR petition was filed that Patent Owner took definitive action to seek assignor
estoppel relief in the parallel litigation, by asking the district court to bar Petitioner
from presenting any invalidity defenses. As explained below, Petitioner did not have
reason to know at the time of IPR filing that Patent Owner would make Fintiv
arguments while concealing its ongoing assignor estoppel arguments.

The Director should provide clear guidance on these three issues of significant
importance given the prevalence of Fintiv arguments, which are addressed below:
(1) whether petitioners must affirmatively address Fintiv challenges in their petitions
to avoid denial of institution under § 314(a), and if so, under what circumstances,
(2) the procedures for petitioners to seek to file pre-institution reply briefs to address
Fintiv challenges, and (3) the impact of assignor estoppel arguments in the parallel
litigation on the Fintiv analysis. On issues (1) and (2), the Board erred by assuming
that Petitioner was required to provide detailed Fintiv arguments in the IPR petition,
and then using that assumption to summarily deny leave to file a pre-institution reply
while affording no opportunity for Petitioner to be heard. The Board thus did not
reach issue (3) as Petitioner had no means of addressing this issue.

Petitioner respectfully submits that the Board should have allowed Petitioner
to be heard pre-institution — at the very minimum by holding a telephone conference
with the parties. Parallel litigations often involve complex procedural nuances that

may be unknown to the Board, and that may have evolved significantly in the

_5-





intervening months between the original IPR filing and the patent owner’s
preliminary response. Discretionary denial questions should not be decided based
on the type of one-sided and incomplete record with which the Board based its
decision here. Additionally, affording the petitioner an opportunity to be heard pre-
institution gives the petitioner the opportunity, in light of intervening events, to offer
a Sotera stipulation to ameliorate the concerns in Fintiv (which Petitioner here would
have done if it had been afforded any opportunity to be heard).

As explained in detail below, the Board exceeded its discretion in its handling
of the Fintiv factors, both procedurally and substantively. First, the Board erred
procedurally in refusing to allow Petitioner to file a pre-institution reply, which
prevented the Board from learning of Patent Owner’s concurrent attempts to
preclude Petitioner from presenting invalidity defenses in the parallel litigation, and

assess their impact on the Fintiv factors. Second, the Board erred substantively

because, in light of this critical yet omitted fact, the Fintiv factors would not have
supported discretionary denial of institution.
A.  The Board Exceeded Its Discretion in Denying Leave to File a Pre-

Institution Reply Regarding the Fintiv Analysis, Which Deprived
the Board of a Complete Record on Discretionary Denial.

The Board’s institution decision, in justifying its earlier denial of leave to file
a reply, noted that a request to file a reply “must make a showing of good cause”

(Paper 8, at 18), but this was an impossible task for Petitioner given the lack of any
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opportunity to make such a showing. Petitioner’s only permitted communication

with the Board was via email — a medium that the Board has consistently said may
not be used to make substantive arguments. See, e.g., Hewlett-Packard Co. v. U.S.
Philips Corp., IPR2015-01505, Paper 15 at 2 (PTAB Dec. 16, 2015) (“The parties
are reminded that 37 C.F.R. § 42.20(b) expressly prohibits the filing of a motion
without prior authorization. Substantive e-mails to the Board merely act as an
attempt to circumvent this rule... The parties are instructed to limit future e-mail
communications to the Board to requests for a conference call, including only a short
explanation as to why the party requests the call, and to avoid including substantive
discussions in e-mail communications.”); Snap Inc. v. You Map, Inc., IPR2022-
00568, Paper 11 at 2 (PTAB Sept. 2, 2022) (“The email may not contain substantive
argument....”). It was fundamentally unfair to deny Petitioner leave to file a reply,
based on the lack of a showing of “good cause,” without giving Petitioner any
opportunity to make the requisite showing.

And in explaining its denial of Petitioner’s request for leave file a reply brief,
the Board reasoned that “if Petitioner wished to provide a more complete Fintiv
analysis for us to consider, it should have done so in the Petition.” (Paper 8.)
Petitioner respectfully submits that this analysis was also clearly erroneous for two
reasons. First, as discussed below, there is no basis in the rules for requiring that

Petitioner include any Fintiv analysis in its IPR petition to avoid discretionary denial
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under § 314(a), let alone an analysis anticipating the glaring and unexpected
omissions Patent Owner would later make in its Preliminary Response. Second,
even if there were some legal basis to require an IPR petition to rebut anticipated
and foreseeable Fintiv arguments, that obligation would not have applied here.

1. The Rules Do Not Require IPR Petitions to Affirmatively
Rebut Possible Fintiv Arguments.

The rules governing IPR petitions under the AIA are clear on the content an
IPR petition must include. Under 37 C.F.R.§ 42.8, an IPR petition must include
certain mandatory notices, and under § 42.104, the grounds for standing and an
identification and explanation of the challenge and the relief requested. With respect
to any parallel litigation, the rules merely require that an IPR petition identify “any
other judicial or administrative matter that would affect, or be affected by, a decision
in the [IPR] proceeding.” 37 C.F.R. § 42.8(b)(2). And of course, the rules require
that PR petitions not exceed 14,000 words. See 37 C.F.R. § 42.24(a)(1)(1). Nothing
in these rules requires that an IPR petition include a further discussion of Fintiv

issues in order to avoid discretionary denial under § 314(a).?

3 For example, when the PTO promulgated rules for petitions for Covered Business
Method (CBM) patent review, the rules identified additional required content for a

CBM petition beyond the requirements for IPR, and accordingly increased the





IPR petitioners may of course voluntarily address discretionary denial issues,
and often do so in their IPR petitions. But nothing in the rules actually requires an
IPR petition to discuss Fintiv issues in an IPR petition, nor should any such
requirement exist given that Fintiv issues are not raised by the Board sua sponte but
only in response to arguments a patent owner may or may not elect to advance.

For example, in Google LLC v. Vantrus Innovations, Ltd., IPR2022-01197,
Paper 12 (PTAB March 29, 2023), the Director vacated a denial of institution after
the Board denied a request to file a pre-institution reply by an IPR petitioner on
discretionary denial issues under § 325(d). The Director rejected the argument that
the IPR petitioner was required to preemptively rebut the discretionary denial
arguments in its petition, noting that “[a] petitioner... cannot be expected to
anticipate every argument that may be raised by a patent owner.” Id. at 5.

2. Patent Owner’s § 314(a) Argument Was Not Foreseeable.

But even if there was basis in the rules for the Board’s assumption that
Petitioner had an affirmative obligation to anticipate and rebut possible Fintiv

arguments in the Petition, no such obligation would have been triggered. The Board

(113

reasoned that Petitioner had “‘good reason’ to expect a Fintiv argument by Patent

maximum word count. See 37 C.F.R. §§ 42.304(b)(2), 42.24(a)(1)(ii1). The PTAB

has not increased the maximum word count to address § 314(a) factors.
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Owner, at least because ‘Petitioner knew that it was filing on the last day before the
one-year statutory bar, and also knew of the advanced stage of the parallel litigation

299

and the impending claim construction and discovery deadlines.”” (Paper 18 (quoting
Preliminary Response, at 18-20).) This reasoning was perhaps understandable given
the incomplete information on which the Board appears to have relied, but it was
clearly erroneous in view of the complete evidentiary record of which the Board was
deprived as a result of Patent Owner’s actions.

Petitioner did not have “good reason” to expect that Patent Owner would
attempt to make a Fintiv argument, given Patent Owner’s position in the parallel
litigation that Petitioner had no right to present invalidity defenses. The likelihood
of a discretionary denial argument by Patent Owner was thus reduced by the fact
that a Fintiv argument — if presented in good faith — would have had to reconcile the
inconsistency between (1) arguing for denial of institution based on overlap of
invalidity issues with the parallel litigation, while (2) simultaneously arguing in the
parallel litigation that no invalidity issues should be heard. It was not foreseeable

that Patent Owner would dodge this inconvenient inconsistency by leaving out any

mention of its ongoing assignor estoppel arguments in its Fintiv analysis.* The

4 Indeed, the sole mention of assignor estoppel anywhere in Patent Owner’s

Preliminary Response was a footnote buried on the very last page, in which Patent
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Board thus exceeded its discretion by refusing to allow Petitioner to be heard on
these issues prior to institution.

B. Discretionary Denial under Fintiv Was an Abuse of Discretion
Light of Patent Owner’s Assignor Estoppel Arguments.

Patent Owner’s pending assignor estoppel arguments in the parallel litigation
would have been a game-changer to the Fintiv factors had they been disclosed to the
Board. As explained by the Director, the key concern addressed by Fintiv is
“avoid[ance] [of] duplicative efforts between the PTAB and federal district courts.”
(Interim Procedure for Discretionary Denials in AIA Postgrant Proceedings with
Parallel District Court Litigation, Director Vidal, June 21, 2022, at 6.) This is why
the Director has stated that discretionary denial under Fintiv is inappropriate when
the IPR petitioner provides a Sofera stipulation that it will not pursue in district court
any grounds that raised or reasonably could have raised before the PTAB. (/d. at 3.)
This is because such a stipulation “mitigates concerns of potentially conflicting
decisions and duplicative efforts between the district court and the PTAB.” (/d. at
7.) In other words, such a stipulation eliminates substantive overlap with parallel

litigation, thus flipping the Fintiv factors against discretionary denial.

Owner merely reserved its rights to argue, notwithstanding controlling Federal

Circuit authority, that assignor estoppel applies in IPR. (Paper 7, at 37 n.11.)
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Patent Owner’s assignor estoppel arguments seek the same outcome as a
Sotera stipulation by attempting to prevent Petitioner from presenting any invalidity
defenses in the parallel litigation. And this entirely undermines the basis for the
Board’s discretionary denial. For example, in analyzing the Fintiv factors, the Board
reasoned that a trial date in the district court was likely to occur several months prior
to a Final Written Decision, that the district court had made a substantial investment
in the litigation, and that there was an overlap in the invalidity issues including
common prior art relied upon in both proceedings. (Paper 8, at 19-22.) But this

reasoning was premised on the incorrect factual assumption that invalidity would

actually be decided in the course of the district court case.

This is now little more than speculation in light of Patent Owner’s concurrent
arguments in the district court. The district court did issue a claim construction
ruling after the IPR petition was filed, but it has issued no orders addressing the
invalidity of the *704 patent, and as noted previously, has not issued a ruling on
Patent Owner’s pending assignor estoppel motion. And even if the district court
rejects Patent Owner’s assignor estoppel arguments, either at summary judgment or
during trial, Patent Owner could appeal that decision to the Federal Circuit. It is
therefore unlikely that the parties will obtain any final decision on the assignor
estoppel issue, one way or another, prior to a Final Written Decision in IPR. This

tips the balance of the Fintiv factors decisively against denial of institution. See
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Liquidia Techs., Inc. v. United Therapeutics Corp., IPR2021-00406, Paper 18
(PTAB Aug. 11, 2021), at 14 (“Patent Owner may prevail on its assignor estoppel
argument. In that case, Petitioner would be barred from raising any invalidity
arguments in the District Court proceeding, and the District Court would then have

no opportunity to rule on invalidity, eliminating any overlap with the present

proceeding.”) (emphasis added).

Petitioner acknowledges that the merits of the assignor estoppel motion are
disputed, that Petitioner has argued to the district court that assignor estoppel should
not apply (EX1014 (Opposition Brief), EX1015 (Reply Brief)), and that these issues
have not yet been decided in the parallel litigation. But this uncertainty only further
weighs against discretionary denial based on the Fintiv factors. For example, in the
Sand Revolution case cited in the institution decision here, the PTAB repeatedly
refused to find that Fintiv factors weighed against institution when (as here)
application of those factors depended on speculation as to what the court in the
parallel litigation might do. See Sand Revolution II, LLC v. Continental Intermodal
Group, IPR2019-01303, Paper 24 (PTAB June 16, 2020), at 7 (“[W]e will not
attempt to predict how the district court in the related district court litigation will
proceed because the court may determine whether or not to stay any individual
case... based on a variety of circumstances and facts beyond our control and to

which the Board is not privy.”); id. at 8 (“[A]t this point it is unclear that the court
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in the related district court litigation will adhere to any currently scheduled jury trial
date or, if it is changed, when such a trial will be held.”).

The uncertainty here is far more fundamental than Sand Revolution because it
does not speak to when invalidity issues may be tried in parallel litigation, but
whether those invalidity issues will be tried at all. A correct analysis of the Fintiv
factors, therefore, would have weighed decisively against discretionary denial.

Finally, to the extent the PTAB even needs to reach the issue, Petitioner also
respectfully submits that the Board clearly erred in finding that the IPR petition did
not present a “compelling” meritorious challenge. (Paper 8, at 24-25.) Patent Owner
presented few substantive arguments in its Preliminary Response and submitted no
expert testimony. In finding a lack of a “compelling” meritorious challenge, the sole
fault identified by the Board was the IPR petition failing to take a “firm position” on
the interpretation of “unique” and “exclusively” as recited in claim 11. (/d.) But
Petitioner respectfully submits that the approach taken in the Petition demonstrated
how “compelling” the challenge actually was.

This is because the Petition acknowledged the potential ambiguity in the scope
of “unique” and “exclusively,” but identified and applied the narrowest possible
interpretation (i.e., that the claimed access privileges and credentials were “not
shared by any other user or user profile in the system”), and explained why these

claim limitations would have been obvious even under that interpretation. (Paper 2,
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at 40-41.) Petitioner did not need to take any “firm position” on construction of
these terms — and thereby burden the Board with having to resolve a potential claim
construction issue — when the proposed grounds render those terms obvious
regardless of where they may fall on the continuum of broader constructions. See
Vivid Techs., Inc. v. Am. Sci. & Eng’g, Inc., 200 F.3d 795, 803 (Fed. Cir. 1999)
(“[O]nly those terms need be construed that are in controversy, and only to the extent
necessary to resolve the controversy.”). Patent Owner did not, for its part, offer any
substantial response to Petitioner’s showing. It did not offer any position on
interpretation of these terms or any evidence disputing Petitioner’s analysis.

Patent Owner’s response provided nothing more than speculation about
potential claim construction disputes, which it did not support with any actual
proposed constructions of its own or any explanation of how such disputes would
impact application of the prior art to the claims. The IPR petition thus presented a
“compelling” meritorious challenge, providing an independent basis under Fintiv to
institute trial notwithstanding the existence of the parallel litigation.

III. CONCLUSION

For the foregoing reasons, Petitioner respectfully requests that the Director

grant this request for rehearing and institute IPR.
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Dated: August 4, 2023

COOLEY LLP

ATTN: Patent Group

1299 Pennsylvania Avenue NW
Suite 700

Washington, DC 20004

Tel: (650) 843-5001

Fax: (650) 849-7400
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I. INTRODUCTION AND SUMMARY OF THE ARGUMENT

This case presents the classic example of assignor estoppel. The patentee profited
handsomely from the sale of the asserted patent only to turn around during litigation years later
and contend that the patent is invalid and worthless. The Supreme Court’s recent holding in
Minerva Surgical, Inc. v. Hologic, Inc. applies, which relies on principles of fair dealing to limit
“an inventor’s ability to assign a patent to another for value and later contend in litigation that the

patent is invalid.” 141 S. Ct. 2298, 2302-04 (2021).

The undisputed facts demonstrate that _
_ Quantum Secure’s founders Ajay Gain, Vikrant Ghai,
and Shailendra Sharma (collectively, the “Individual Defendants™) — all named inventors on the
asserted patents — ||
I " civicual Dendants then

departed HID to launch a competing company, Vector Flow, Inc. (“Vector Flow”), in violation of
enforceable non-compete and non-solicitation obligations. Through their roles as principals of
Vector Flow, the three Individual Defendants began competing to steal back Quantum Secure
customers and business by selling virtually identically products and services derived from the
same intellectual property and confidential information sold to HID. HID seeks relief in this
action to enforce its IP rights and recapture the value of the Quantum Secure business sold to HID.
The arguments before the Court are straightforward:
First, the named inventors founded and have remained in control of Vector Flow, and Vector Flow
relied on their knowledge and assistance in conducting the infringing activity. As such, Vector
Flow is in privity with the assignor of U.S. Patent No. 8,234,704 (‘704 Patent”). Second, Vector

Flow’s invalidity defenses contradict (1) the named inventor’s sworn statements to the United
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States Patent and Trademark Office (“Patent Office”), (2) the named inventors’ contemporaneous
public statements regarding the innovative nature of the claimed inventions, and (3) and the
assurances Quantum Secure, through the named inventors as principals, made to HID in exchange
for substantial capital. The combination of privity and repeated contradictions substantiated by
the undisputed record compels the legal conclusion that assignor estoppel applies. Vector Flow
should be estopped from challenging the validity of the 704 Patent because long before Vector
Flow and its founders contended that this asset was worthless, they represented that it drove value
and was integral to the success of the Quantum Secure business sold to HID. Accordingly, HID
seeks that the Court grant summary judgment that assignor estoppel bars Vector Flow’s invalidity
defenses as to the *704 Patent.!

II. NATURE AND STAGE OF THE PROCEEDINGS

HID filed the now consolidated actions against Vector Flow and the Individual Defendants
on December 17, 2021. D.I. 1; D.I. 9. As is pertinent to the present motion, HID asserts that
Vector Flow infringes HID’s *704 Patent. D.I. 113 at 32-38.

On December 20, 2022, the Court entered a Revised Scheduling Order setting trial for
January 16, 2024, and providing that all case dispositive motions must be filed no later than August
30,2023. D.I. 127,99 13(a), 21. The Revised Scheduling Order also permitted the parties to file
early summary judgment motions on assignor estoppel within 21 days of the entry of the Court’s
order, or January 10, 2023, which shall be considered the moving party’s summary judgment

motion #1 pursuant to the Court’s ranking requirements. 1d., § 13(d).

I HID also asserts that Vector Flow infringes U.S. Patent No. 9,111,088 (“’088 Patent”). D.I. 113
at 38-43. HID expects to move for summary judgment that assignor estoppel applies to the *088
Patent as well. However, the 088 Patent was still a pending application at the time it was assigned
to HID, whereas the 704 Patent was already issued. Thus, for purposes of most efficiently
presenting the issues in this early summary judgment motion, HID moves only on the *704 Patent.
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III. STATEMENT OF FACTS

The relevant facts are set forth in the accompanying Concise Statement of Facts (“CSOF”)
filed herewith. As discussed below, the irrefutable facts demonstrate that assignor estoppel applies
and precludes Vector Flow from the challenging the *704 Patent’s validity.

A. The Individual Defendants Are Named Inventors On The Patents From Their
Time As Executives At Quantum Secure

Quantum Secure was founded in 2004 by two of the Individual Defendants, Messrs. Jain
and Ghai. CSOF, 5. Mr. Jain served as Quantum Secure’s President/CEO and Mr. Ghai served
as its Chief Technology Officer. 1d. The third Individual Defendant, Mr. Sharma, joined shortly
thereafter to serve as the Vice President of Engineering and Research and Development. Id.
“Quantum Secure provided physical identity and access management software,” known as the
Quantum Secure “SAFE” software suite. 1d., § 6. The “SAFE” software suite was Quantum
Secure’s “core product offering” for “managing identities and provisioning access in physical
security infrastructure.” 1d. (Ex. J at 5).2

In August 2007, Quantum Secure filed patent applications directed to aspects ofits “SAFE”
system, including one that would ultimately issue as the *704 Patent. Id., § 2. The *704 patent
application identified the three Individual Defendants as co-inventors, and claimed priority to a
provisional application filed one year earlier. Id.

The Individual Defendants each executed inventor declarations for the 704 Patent and
provisional application. See id., 9 3-4 (Exs. A & B). In these filings, the Individual Defendants
twice declared under oath that they believed themselves to the “original” and “first” inventor of

the subject matter disclosed in the applications. See id. (quoting sworn statements). In making

2 Unless otherwise noted, all references to “Ex. __” refer to the corresponding exhibit attached to
the declaration of Nicholas A. Restauri, filed concurrently herewith.
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the inventor Declarations, each of the Individual Defendants further acknowledged his duty to
disclose information material to patentability to the Patent Office. See id.

The *704 Patent issued as a valid and enforceable patent on July 31, 2012. 1d., 992, 8. The
Individual Defendants assigned their rights in the applications to Quantum Secure, representing
for at least a third time that they were “the original, first and sole or joint inventor of any and all
new and useful improvements disclosed in the application[s]...” Id., § 7 (Ex. C). Similarly, shortly
after issuance Quantum Secure issued a press release describing the 704 Patent as
“encompass[ing] elements fundamental to the company’s SAFE software suite.” 1d., § 8 (Ex. I)
(emphasis added). Mr. Jain, Quantum Secure’s President and CEO at the time, touted the issuance
of the *704 Patent as a “historic moment for Quantum Secure because this intellectual property
forms the basis of key elements of our SAFE platform.” Id., § 9 (emphasis added). Mr. Jain
further represented that the 704 Patent’s issuance “confirms the importance and impact of
innovations that are integral to the company and are a testament to the value we can bring to
customers . . ..” Id. (emphasis added).

B. The Individual Defendants Profited From The Sale Of Quantum Secure And Its
IP Assets To HID In 2015

In February 2015, HID acquired Quantum Secure and its assets.
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HID relied on these promises, which were made by the Individual Defendants.

C. The Individual Defendants Launched Vector Flow To Compete With HID

In March 2018, Messrs. Jain and Ghai were terminated by HID. Id.,  20. _
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From the very beginning, the Individual Defendants have held and continue to hold

executive leadership roles at Vector Flow, with Mr. Jain serving as President and CEO, Mr. Ghai

as Vice President and Chief Technology Officer, and Mr. Sharma as Vice President of Engineering

and Research and Development. 1d., 1 22. |

The Individual Defendants launched Vector Flow with the intent to offer virtually identical
products and services as the patented “SAFE” software they previously sold to HID as part of the
Quantum Secure acquisition. Like HID’s patented “SAFE” software, Vector Flow now offers

software aimed at ensuring that access to its customers’ physical and digital assets remains secure.

seeic., 1 23. |

D. Vector Flow, Controlled By The Individual Defendants, Now Contradicts
Previous Assurances By Challenging The Validity Of The *704 Patent

HID alleges in the present lawsuit that, inter alia, Vector Flow’s products infringe the ’704
Patent. Seeid.,q 1. Vector Flow has responded to this set of allegations by asserting that the *704
Patent is invalid as 35 U.S.C. §§ 101, 102, 103, and/or 112. Id., §25; see also D.I. 137 at 26 (Third
Affirmative Defense (Invalidity)). These invalidity assertions contradict the undisputed facts
discussed herein, including the repeated representations that IP sold to HID was valid and
enforceable and sworn statements to the Patent Office that the claims meant all standards of

patentability.
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IV. APPLICABLE LEGAL STANDARD

A. Summary Judgment

Pursuant to Rule 56, “[t]he court shall grant summary judgment if the movant shows that
there is no genuine dispute as to any material fact and the movant is entitled to judgment as a
matter of law.” Fed. R. Civ. P. 56(a). The moving party has the initial burden of proving the
absence of a genuinely disputed material fact relative to the claims. Celotex Corp. v. Catrett, 477
U.S. 317, 330 (1986). The burden then shifts to the nonmovant to demonstrate the existence of a
genuine dispute for trial. Williams v. Borough of West Chester, Pa., 891 F.2d 458, 460-61 (3d Cir.
1989). A nonmovant’s assertion that a fact is genuinely disputed must be supported by the
evidence, “such that a reasonable jury could return a verdict for the nonmoving party” and the
“mere existence of some alleged factual dispute between the parties” will not suffice. Anderson v.
Liberty Lobby, Inc., 477 U.S. 242, 247-48 (1986) (emphasis in original); see also Matsushita Elec.
Indus. Co. v. Zenith Radio Corp., 475 U.S. 574, 586-87 (1986) (“Where the record taken as a
whole could not lead a rational trier of fact to find for the non-moving party, there is no ‘genuine
issue for trial.””).

B. Assignor Estoppel

Assignor estoppel is a “well settled” doctrine that “an assignor of a patent right is estopped
to attack the utility, novelty or validity of a patented invention which he has assigned or granted
as against any one claiming the right under his assignment or grant.” Westinghouse Elec. Mfg. Co.
v. Formica Insulation Co., 266 U.S. 342, 349 (1924). The Supreme Court recently reaffirmed,
albeit with some limitations not applicable here, that assignor estoppel remains good law. See
Minerva, 141 S. Ct. at 2302-04 (“Assignor estoppel . . . is well grounded in centuries-old fairness
principles, and the Federal Circuit was right to uphold it.””). The Supreme Court described assignor

estoppel as a doctrine “rooted in an idea of fair dealing, [that] limits an inventor’s ability to assign
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a patent to another for value and later contend in litigation that the patent is invalid.” Id. at 2302.
As the Supreme Court explained:

The classic case ... begins with an inventor who both applies for and obtains a patent,
then assigns it to a company for value. Later, the inventor/assignor joins a competitor
business, where he develops a similar—and possibly infringing—product. When the
assignee company sues for infringement, the assignor tries to argue—contrary to the
(explicit or implicit) assurance given in assigning the patent—that the invention was
never patentable, so the patent was never valid. That kind of about-face is what
assignor estoppel operates to prevent—or, in legalese, estop.

Id. at 2304.

With respect to the doctrine’s limits, the Supreme Court clarified that the “[t]he doctrine
applies only when an inventor says one thing (explicitly or implicitly) in assigning a patent and
the opposite in litigating against the patent’s owner.” Id. at 2304; see also id. at 2310-12
(identifying three examples where the doctrine may not apply, none of which are applicable here).
However, the Supreme Court repeatedly reaffirmed that the heart of the doctrine—i.e., that one
who assigns a patent for value may not later claim the patent sold is invalid and worthless—
remains:

Assignor estoppel, like many estoppel rules, reflects a demand for consistency in
dealing with others. . . . . When a person sells his patent rights, he makes an (at least)
implicit representation to the buyer that the patent at issue is valid—that it will
actually give the buyer his sought-for monopoly. In later raising an invalidity
defense, the assignor disavows that implied warranty. And he does so in service of
regaining access to the invention he has just sold. . . . . By saying one thing and then
saying another, the assignor wants to profit doubly—by gaining both the price of
assigning the patent and the continued right to use the invention it covers. That course
of conduct by the assignor strikes us, as it has struck courts for many a year, as unfair
dealing—enough to outweigh any loss to the public from leaving an invalidity
defense to someone other than the assignor.

Id at 2309 (citations omitted); see also id. at 2310 (“When an assignor warrants that a patent is
valid, his later denial of validity breaches norms of equitable dealing. And the original warranty
need not be express; . . . the assignment of specific patent claims carries with it an implied

assurance.” (emphasis added)); Diamond Sci. Co. v. Ambico, Inc., 848 F.2d 1220, 1224 (Fed. Cir.
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1988) (“The principle of fair dealing as between assignor and assignee of a patent whereby the
assignor will not be allowed to say that what he has sold as a patent was not a patent has been part
of the fabric of our law throughout the life of this nation.”).

V. ARGUMENT: VECTOR FLOW IS ESTOPPED FROM
CHALLENGING THE VALIDITY OF THE 704 PATENT

A. Vector Flow Satisfies the Threshold Privity Requirement Through Its
Relationship With Quantum Secure And The Individual Defendants

The intertwined and undisputed relationship between the Individual Defendants, Quantum
Secure, and Vector Flow establishes the privity required for assignor estoppel. Assignor estoppel
“operates to bar other parties in privity with the assignor, such as a corporation founded by the
assignor.” Diamond Sci., 848 F.2d at 1224. “Privity, like the doctrine of assignor estoppel itself,
is determined upon a balance of the equities.” Shamrock Techs., Inc. v. Med. Sterilization, Inc.,
903 F.2d 789, 793 (Fed. Cir. 1990). The “closer” the relationship between the company and the
assignor, “the more the equities will favor applying the doctrine to [the] company[.]” Id.

Here, there is an exceedingly close relationship between the Individual Defendants who

assigned the *704 Patent to HID and the accused infringer who now challenges validity:

and now serve as the

senior-most Vector Flow Executives using the titles they previously held at
Quantum Secure. ﬁ Mr. Jain serves as Vector Flow’s

President and CEO. Mr. Ghai serves as Vector Flow’s Vice President and Chief
Technology Officer. Mr. Sharma serves as Vector Flow’s Vice President of
Engineering and Research and Development. Id.
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Vector Flow has indisputably “availed itself” of the Individual Defendants’ “knowledge and

assistance” in conducting the infringing activity. See Shamrock Techs., 903 F.2d at 793-94. l

_ The Individual Defendants who once controlled Quantum Secure now control
Vector Flow. The Individual Defendants are the seminal decisionmakers within Vector Flow. As
such, all of the equitable considerations demonstrating privity apply. See Shamrock Techs., 903

F.2d at 793-94.

B. Vector Flow’s Invalidity Challenges Contradict The Prior Representations that
Gave Rise to Significant Consideration for the Individual Defendants

1. The Supreme Court’s Rationale for Assignor Estoppel in Minerva is Directly
Applicable To The Indisputable Sworn Statements And Representations

Assignor estoppel bars Vector Flow’s invalidity defenses because its assertions contradict
both the implicit and express representations that the Individual Defendants and Quantum Secure
made when applying for and assigning the >704 Patent in 2006 and 2007, and in the later sale of
Quantum Secure to HID in 2015. CSOF, 99 3-4, 7. As the Supreme Court reaffirmed in Minerva,
“the assignment of specific patent claims carries with it an implied assurance.” Minerva, 141 S.
Ct. at 2310. Specifically, “[w]hen a person sells his patent rights, he makes an (at least) implicit

representation to the buyer that the patent at issue is valid—that it will actually give the buyer his

10
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sought-for monopoly.” Id. at 2309. “In later raising an invalidity defense, the assignor disavows
that implied warranty.” 1d.

The Supreme Court found “this implicit representation [to be] particularly appropriate
given the patent law’s demand for honesty from patent applicants.” Id. at 2309, n.3. As each of
the Individual Defendants did here, inventors typically submit declarations to the Patent Office
identifying themselves as “original inventors” of the patent’s subject matter, and acknowledging
their duty of candor. 1d.; see also CSOF, 9 3-4 (detailing the Individual Defendants’ oaths to the
Patent Office). “An inventor presenting an application to the PTO thus states his good-faith belief
that his claims are patentable—that they will result in a valid patent,” and “[w]hen the inventor
then assigns those claims to another, he effectively incorporates that assurance.” Minerva, 141
S. Ct. at 2309, n.3 (emphasis added). Thus, both the Individual Defendants’ assignment to
Quantum Secure, and Quantum Secure’s assignment of the 704 Patent to HID incorporated these
implied assurances that the *704 Patent was valid and valuable.

The conclusion that the sale of a patent carries with it an implied representation of the
patent’s value and validity is well-established by decades of jurisprudence. In Minerva, the
Supreme Court approvingly quoted the Federal Circuit’s decision in Diamond Scientific that an
assignors’ “‘implicit representation’ that the patent he is assigning is ‘not worthless . . . deprive[s]
him of the ability to challenge later the [patent’s] validity.” Id. at 2304-05 (quoting Diamond
Scientific, 848 F.2d at 1224). In Diamond Scientific, the Federal Circuit further explained that “it
is the implicit representation by the assignor that the patent rights that he is assigning (presumably
for value) are not worthless that . . . can deprive him of the ability to challenge later the validity of
the patent.” 848 F.2d at 1224. Indeed, to “allow the assignor to make that representation at the

time of the assignment (to his advantage) and later to repudiate it (again to his advantage) could

11
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work an injustice against the assignee.” Id. Thus, the Federal Circuit has held that absent
“exceptional circumstances,” such as an “express reservation . . . of the right to challenge the
validity of the patent,” an assignor of a patent for value may not later claim the patent is invalid.
See Mentor Graphics Corp. v. Quickturn Design Sys., Inc., 150 F.3d 1374, 1378 (Fed. Cir. 1998).

There are no exceptional circumstances here that weigh against finding an implicit
representation that the *704 Patent is valid and valuable. As inventors on the *704 Patent, the
Individual Defendants made sworn statements to the Patent Office that they were the “original”
and “first” inventors of the patented subject matter. CSOF, 99 3-4 (Exs. A & B). They made
similar representations when assigning the patent to Quantum Secure. 1d., § 7 (Ex. C). And in
2012, shortly after the 704 Patent was granted, then-President and CEO of Quantum Secure, Mr.
Jain, publicly proclaimed the event a “historic moment” and “a testament of the value we can bring
to customers.” 1d., 99 (Ex. I) (emphasis added). Mr. Jain, now the current President and CEO of
Vector Flow, also touted the 704 Patent as “intellectual property [that] forms the basis of key
elements of our SAFE platform,” “fundamental to the company’s SAFE software suite,” and that
“confirms the importance and impact of innovations that are integral to the company. . ..” Id.,
18 (emphasis added) .|
-
I

Now, a decade later during high-stakes litigation, the entity controlled by the same
Individual Defendants argues to this Court and the Patent Trial and Appeal Board (“PTAB”),’ that

the once-touted innovations are not inventions at all. The doctrine of assignor estoppel, however,

3 On December 17, 2022, Vector Flow filed a petition for inter partes review (“IPR”) of claims
11-14 of the *704 Patent. IPR2023-00353, Paper 2.

12
Vector Flow Exhibit 1013
IPR2023-00353 - Page 0016





Case 1:21-cv-01769-GBW Document 147 Filed 01/17/23 Page 17 of 21 PagelD #: 4878

precludes such blatant inconsistency. The Supreme Court’s reasoning in Minerva cannot
withstand such an about-face in the context of litigation. See Minerva, 141 S. Ct. at 2302-04.

2. Vector Flow’s Invalidity Challenges Further Contradict Quantum Secure’s
And The Individual Defendants’ Assurances to HID

The record evidence further lays bare the additional assurances that Quantum Secure, by
way of the Individual Defendants that now control Vector Flow, previously made to HID.

Under Minerva, the Court should credit the implied representations from Quantum

Secure’s and the Individual Defendants’ sale the 704 Patent to HID _ . -
I sOF, 9 10,
1617 (ex. ) [

_. While the amounts the Individual Defendants received from HID should, as a
standalone fact, demonstrate the presence of an implied representation that the 704 Patent was

valuable and valid, the language of the Merger Agreement only further bolsters this conclusion.

As detailed in the corresponding CSOF, the Merger Agreement (Ex. D) included _

13

Vector Flow Exhibit 1013
[PR2023-00353 - Page 0017





Case 1:21-cv-01769-GBW Document 147 Filed 01/17/23 Page 18 of 21 PagelD #: 4879

Vector Flow’s current invalidity positions (Ex. H), when assessed in view of _

contradict the Individual
Defendants’ and Quantum Secure’s implied and express representations that the *704 Patent was
valid and valuable, and that the patent would actually “give [HID its] sought-for monopoly.”
Minerva, 141 S. Ct. at 23009.

3. Estoppel Applies to All of Vector Flow’s Invalidity Challenges to the 704
Patent

Assignor estoppel applies as a matter of law to preclude all of Vector Flow’s invalidity
defenses, not only prior art focused defenses, because Minerva makes no distinction between the
different bases of an invalidity challenge. Rather, “[w]hat creates the unfairness is contradiction,”
and here, any “claim of invalidity contradicts [the] explicit or implicit representations [] made in
assigning the patent” to HID. Id. at 2302. Indeed, Minerva itself involved a challenge to the
patent’s compliance with the 35 U.S.C. § 112’s written description requirement, and the Court

applied the same logic without hesitation. Id. at 2303.
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CONCLUSION

In sum, this is the “classic case” described by the Supreme Court in Minerva where assignor

estoppel arises from “an inventor who both applies for and obtains a patent, then assigns it to a

company for value,” only to later switch companies and “argue—contrary to the (explicit or

implicit) assurance given in assigning the patent—that the invention was never patentable, so the

patent was never valid.” Minerva, 141 S. Ct. at 2304. A straightforward application of Minerva

and its progeny to the irrefutable facts demand a determination that Vector Flow be precluded from

asserting of invalidity of the 704 Patent. Granting early summary judgement of assignor estoppel

on *704 Patent will significantly simply the issues and streamline fact and expect discovery.

For the foregoing reasons, HID respectfully requests that the Court enter summary

judgment that assignor estoppel applies and precludes Vector Flow from asserting invalidity of the

704 Patent.
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I INTRODUCTION

Assignor estoppel does not apply in this case because there is “no inconsistency” between
any prior representations made in assigning the ’704 patent to HID, and the invalidity defenses
Vector Flow now raises. Minerva Surgical, Inc. v. Hologic, Inc., 141 S. Ct. 2298, 2301-02
(2021). HID’s motion mischaracterizes Minerva, which expressly overruled the Federal Circuit’s
overly expansive application of assignor estoppel and held that “[t]he limits of the assignor’s
estoppel go only so far as, and not beyond, what [the assignor] represented in assigning” the patent
rights. Id. at 2301-04, 2310.

Contrary to HID’s misrepresentation, Quantum Secure never warranted that the >704 patent

was in fact valid and enforceable. When HID acquired Quantum Secure in early 2015, the parties

negoritc
-
-
;3
-
I
I 1 corsistnt vith
Vector Flow’s invalidity defense in this case, and therefore assignor estoppel does not apply.
Minerva, 141 . Ct. at 2301-02. |||
I s .

! This brief cites to Exhibits A-M filed with HID’s motion and Exhibits N-O filed herewith.
2 All emphasis in quoted text herein is added, unless other noted.
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after HID filed this lawsuit in December 2021, Vector Flow retained litigation counsel and
determined that the asserted claims of the *704 patent are, in fact, invalid on numerous grounds.
For these reasons, HID’s motion is a non-starter. To obtain summary judgment on assignor

estoppel, HID’s motion needed to assert, and prove with evidence beyond any triable issue of fact,

o
HID has not even alleged, much less shown beyond any triable issue of fact, that _
_ “Because there is no inconsistency” between the

assignor’s representations and Vector Flow’s invalidity defenses, “there is no estoppel.” Minerva,
141 S. Ct. at 2301-02.

HID’s remaining arguments are meritless and beside the point. The inventors’ earlier
representations to the Patent Office and to Quantum Secure were explicitly limited to their
subjective beliefs at the time those representations were made, and in any event were superseded

by the express representations in the Merger Agreement. And although HID repeatedly invokes

e

multi-billion dollar, fully represented, sophisticated acquirer cannot now have the Court rewrite
the bargain it entered seven years ago.
Through the Merger Agreement, HID obtained what it bargained for—nothing less, and

nothing more. Vector Flow has every right to defend itself in this action, including by

Vector Flow Exhibit 1014
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demonstrating that the 704 patent is invalid based on information, materials, and knowledge that
have been developed through this lawsuit defense. HID’s motion should be denied.

I1. NATURE AND STAGE OF THE PROCEEDINGS

HID filed this action on December 27,2021. D.I. 1. Trial is set for January 16, 2024. D.I.
127 at 18. HID proposed, and the Court permitted, that any party could optionally file an early
motion for summary judgment on the issue of assignor estoppel. D.I. 101 at 13, 16; D.I. 127 at
15.

III. SUMMARY OF ARGUMENT

1. Assignor estoppel does not apply where, as here, there is “no inconsistency”

between a prior representation in assigning the patent rights and a present invalidity defense.

Minerva, 141 S. Ct. at 2301-02. When HID acquired the *704 patent, _
e J——

Vector Flow’s invalidity defense in this case. HID’s motion does not assert, let alone establish
beyond any triable issue of fact, that at the time of the Merger Agreement, _

2. Nothing else raised in HID’s motion presents any basis to apply assignor estoppel.

IV.  STATEMENT OF FACTS

A. The Inventors’ Submissions to the Patent Office and to Quantum Secure
Provided Representations Only Regarding Their Subjective Beliefs.

thoue
I s noing that the named
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inventors never represented that the claims of the *704 patent were, in fact, valid in view of all
potential prior art that might exist in the world. It would have been impossible to support such a
sweeping representation, and patent applicants are under no obligation to affirmatively search for
prior art.’> Accordingly, in pursuing the patent application, consistent with standard Patent Office
practice, each inventor provided only a limited representation regarding his subjective knowledge
and belief: “I believe 1 am the original and first inventor of the subject matter which is claimed . .
.7 (Ex. A at 1) and “I do not know and do not believe that the [] invention has ever been known
or used in the United States before my invention thereof . . .” Id. Likewise, when the inventors
assigned their patent rights to Quantum Secure, each provided only a limited representation
regarding his subjective belief: “the undersigned Assignor, believing to be the original, first and
sole or joint inventor of any and all new and useful improvements disclosed in the application . .
2 Ex. Cat 1.

When the *704 patent issued in July 2012, Quantum Secure issued a press release that said
nothing about whether or not the patent was valid over potential prior art and other invalidity bases.
Ex. I. It merely indicated that the patent related to the SAFE product line (the patent “encompasses
elements fundamental to the company’s SAFE software suite” and “forms the basis of key
elements of our SAFE platform”), and proclaimed generally that “[g]ranting of this patent confirms
the importance and impact of innovations that are integral to the company.” Id.

B. HID Acquired Quantum Secure for the Stated Purpose of Obtaining a
Valuable Revenue-Generating Business and Product Line.

HID acquired Quantum Secure in March 2015 for the stated purpose of obtaining a

valuable business enterprise and product line, not merely to obtain any patent rights. HID’s press

3 The duty to disclose information material to patentability extends only to “information known
to [each] individual to be material to patentability.” 37 C.F.R. § 1.56(a).
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release announcing the merger touts only the acquisition of Quantum Secure’s SAFE software
suite, and says nothing of the 704 patent or any other intellectual property:

Austin, Texas — March 26, 2015 - HID Global, a worldwide leader
in secure identity solutions, today announced that it has acquired
Quantum Secure, a leading provider of software solutions for
managing identities, access compliance and provisioning access
within physical security infrastructure. With this acquisition, HID
Global will enhance its ability to deliver an end-to-end identity
management solution.

Quantum Secure’s SAFE software suite provides a single, fully
interoperable and integrated physical security policy platform to
manage secure identities, compliance and operational analytics
across multiple sites and systems. Using this platform, customers
are able to reduce operational costs and the risk profile of the
organization as well as foster compliance with regulations across
disparate security infrastructure.

“With the acquisition of Quantum Secure, HID Global is taking a
significant step in addressing customer needs in managing identity,
risk and compliance. The company has been at the forefront in
delivering a versatile management tool for all organizations,
especially those in highly-regulated industries such as finance and
healthcare with demanding compliance requirements,” said Denis
Hébert, HID Global president and CEO. “Going forward, the
combination of Quantum Secure’s SAFE software suite with
HID’s product portfolio will deliver ever better and more
comprehensive solutions for our customers.”

Ex. N. HID’s parent company, Swedish conglomerate ASSA ABLOQOY, issued a similar press
release proclaiming that Quantum Secure bookings were expected to reach $45 million in 2015,
with “continued growth in the future,” and noting that Quantum Secure had 175 employees and
contractors. ASSA ABLOY’s press release likewise does not mention the acquisition of any
intellectual property or patents.

ASSA ABLOY has acquired Quantum Secure, Inc, the leading

provider of solutions to help enterprises manage identities and

meet compliance requirements in highly-regulated industries.

“I am very happy to welcome Quantum Secure to the ASSA
ABLOY Group. This acquisition reinforces our strategy of being the
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IPR2023-00353 - Page 008





Case 1:21-cv-01769-GBW Document 154 Filed 01/31/23 Page 9 of 25 PagelD #: 5450

world leader in secure identity solutions. Quantum Secure takes us
one step further in being able to provide our customers with an end
to end identity management system. The company has experienced
very strong growth since its founding and we look forward to
continued growth in the future,” says Johan Molin, President and
CEO of ASSA ABLOY.

“Our acquisition of Quantum Secure gives customers a robust,
policy-driven software application that will help them achieve their
identity management goals,” says Denis Hébert, Executive Vice
President ASSA ABLOY and Head of business unit HID Global.
“The SAFE software suite allows organizations to manage
identities across multiple sites for employees, visitors, vendors, and
contractors.”

Quantum Secure was founded in 2004 and the head office is located
in San Jose, California. The company has some 175 employees and
contractors.

Bookings are expected to reach USD 45 M (approx. SEK 400M)
in 2015. The acquisition is expected to be neutral to earnings from
start.

Ex. O. Similarly, on the other side of the transaction, Quantum Secure’s Board of Directors

presented to shareholders an “Overview” of the proposed acquisition that discussed the companies’

businesses and product offerings, with no mention of any patent. Ex. J at HID-00045745-46.
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Ex. D at 8.

For example,

The Merger Agreement is thus also significant for what it does not contain.
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D. HID Does Not Assert that Vector Flow Raises Any Invalidity Grounds That
Were Within

After HID filed this action in December 2021, Vector Flow retained litigation counsel to

defend the case. On August 31,2022, Vector Flow served its initial invalidity contentions showing
that the *704 patent is invalid on numerous grounds. Ex. H.

HID’s motion does not assert that any of Vector Flow’s stated invalidity grounds were
i |
|

4 HID also notes that Vector Flow has filed at the Patent Office a petition for inter partes review
(“IPR”) of the 704 patent, but that petition is outside the purview of its motion and IPR petitions
are not subject to assignor estoppel. Arista Networks, Inc. v. Cisco Sys., Inc., 908 F.3d 792, 803-
04 (Fed. Cir. 2018).
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E. HID’s Opening Brief Misstates the Dispositive Facts and Evidence.

For reference, the following chart summarizes key facts misstated in HID’s opening brief.

HID’s Misstatement

The Facts

“[TThe Individual Defendants made
sworn statements to the Patent
Office that they were the ‘original’
and ‘first’ inventors of the patented
subject matter.” Open. Br. at 12
(citing Exs. A & B).

Each individual inventor provided only a limited
representation regarding his subjective knowledge and
belief: “I believe 1 am the original and first inventor of
the subject matter which is claimed . . .” (Ex. A at 1) and
“I do not know and do not believe that the [] invention
has ever been known or used in the United States before
my invention thereof . . .” (Id.).

“The Individual Defendants
assigned their rights in the
applications to Quantum Secure,
representing for at least a third time
that they were ‘the original, first and
sole or joint inventor of any and all
new and useful improvements

disclosed in the application[s]...".
Open. Br. at 4 (citing Ex. C).

Each individual inventor provided only a limited
representation regarding his subjective belief: “the
undersigned Assignor, believing to be the original, first
and sole or joint inventor of any and all new and useful
improvements disclosed in the application . ..” Ex. C at
1.

Open

Br. at 14 (citing Ex. D).

Open. Br. at 11.
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Vector Flow’s “invalidity assertions
contradict the undisputed facts

discussed herein, includini the

and sworn statements to the Patent
Office that the claims meant [sic] all
standards of patentability.” Open.
Br. at 6.

The inventors provided statements to the Patent Office
only that they subjectively “believe” the claimed
invention is novel. Ex. A at 1; Ex. B at 2.

V. ARGUMENT

A. Under Minerva, Assignor Estoppel Does Not Apply Where There Is No
Inconsistency Between a Prior Representation and a Current Invalidity
Defense.

HID misstates the Supreme Court’s holding in Minerva and improperly asks the Court to
rely upon overruled Federal Circuit precedent. Contrary to HID’s suggestion, Minerva does not
presumptively prohibit “an inventor’s ability to assign a patent to another for value and later
contend in litigation that the patent is invalid.” Open. Br. at 1 (quoting Minerva, 141 S. Ct. at
2302). On the contrary, the core holding of Minerva is that an inventor is free to assign a patent
for value and later contend in litigation that the patent is invalid, so long as the invalidity claim
does not contradict representations made in assigning the patent:

That doctrine, rooted in an idea of fair dealing, limits an inventor’s
ability to assign a patent to another for value and later contend in
litigation that the patent is invalid. The question presented here is
whether to discard this century-old form of estoppel. Continuing to
see value in the doctrine, we decline to do so. But in upholding
assignor estoppel, we clarify that it reaches only so far as the
equitable principle long understood to lie at its core. The doctrine
applies when, but only when, the assignor’s claim of invalidity
contradicts explicit or implicit representations he made in
assigning the patent.

11
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Minerva, 141 S. Ct. at 2302.

HID misleadingly presents Minerva as if it merely “clarified” existing Federal Circuit
precedent with only minor “limitations not applicable here.” Open. Br. at 7-8. In fact, Minerva
specifically rejects and overrules Federal Circuit precedent, and does so on a point that disposes
of HID’s motion. Prior to Minerva, “the Federal Circuit ha[d] applied the doctrine too
expansively” because the Federal Circuit did not require “a prior inconsistent representation,”
causing “inconsistent” positions, to apply assignor estoppel. Minerva, 141 S. Ct. at 2307-2311.
In Minerva, the Supreme Court specifically repudiated the Federal Circuit’s “prior decisions” on
assignor estoppel: where “there is no inconsistency in [the assignor’s] positions, there is no
estoppel. The limits of the assignor’s estoppel go only so far as, and not beyond, what he
represented in assigning the patent application. The Federal Circuit, in both its opinion below
and prior decisions, has failed to recognize those boundaries.” 1d. at 2310.

Minerva thus rejected Federal Circuit precedent that “too expansively” applied assignor
estoppel as a presumptive rule every time an inventor assigns a patent—exactly the erroneous
approach that HID argues in its motion. HID invites this Court to rely on a Federal Circuit case
from a quarter-century ago for the proposition that “an assignor of a patent for value may not later
claim the patent is invalid” unless “exceptional circumstances” are present. Open. Br. at 12
(quoting Mentor Graphics Corp. v. Quickturn Design Sys., Inc., 150 F.3d 1374, 1378 (Fed. Cir.
1998)). But that proposition reflects the rejected, overly-expansive approach that the Supreme
Court overruled in Minerva. After Minerva, “[t]he limits of the assignor’s estoppel go only so far
as, and not beyond, what he represented in assigning” the patent rights. Minerva, 141 S. Ct. at
2310. As the Supreme Court explained:

Assignor estoppel comes with limits: it applies only when its
underlying principle of fair dealing comes into play. That principle

12
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demands consistency in representations about a patent’s validity.
When an assignor warrants that a patent claim is valid, his later
denial of validity breaches norms of equitable dealing. But when the
assignor has made neither explicit nor implicit representations in
conflict with an invalidity defense, then there is no unfairness in
its assertion—and so there is no ground for applying assignor
estoppel.

Id. at 2301.

Minerva thus requires a factual inquiry as to whether “the assignor’s claim of invalidity
contradicts explicit or implicit representations he made in assigning the patent.” Id. at 2301-02.
That inquiry depends on the specific facts and disputes in each case. In Minerva, for example, the
party opposing assignor estoppel (Minerva) “disputed none of the pertinent facts” giving rise to
assignor estoppel,’ except whether the later-issued patent claims asserted in the litigation were
“materially broader” than the proposed application claims that had been assigned. Minerva, 141
S. Ct. at 2301-02 (remanding to address only “whether Hologic’s new claim is materially broader

than the ones Truckai assigned”). By contrast in this case, as discussed above and further below,

I <o ¢ i no eround for applying
assignor estoppel.” Id. at 2301; Ex. D, _

Furthermore, as demonstrated in the following section, even if “exceptional circumstances”

were still required to avoid assignor estoppel, such exceptional circumstances are present here.

5 Hologic, Inc. v. Minerva Surgical, Inc., 957 F.3d 1256, 1268 (Fed. Cir. 2020) (on the issue of
assignor estoppel, “Minerva disputed none of the pertinent facts below or on appeal.”); Hologic,
Inc. v. Minerva Surgical, Inc., 44 F.4th 1358, 1369 (Fed. Cir. 2022) (“As we explained

in Hologic II, ‘Minerva disputed none of the pertinent facts’ concerning assignor estoppel at the
district court or on appeal”).

13
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B. Assignor Estoppel Does Not Apply Because Vector Flow’s Invalidity Defense
Is Fully Consistent with the Representations HID Received Regarding the 704
Patent.

Contrary to HID’s mischaracterization, this is not the “classic case” where assignor
estoppel applies under Minerva. Open. Br. at 15. The *“classic case” involves an employee-
inventor “who both applies for and obtains a patent, then assigns it to a company for value,” then
leaves that company and is later sued for infringement. Minerva, 141 S. Ct. at 2304. By contrast

here, HID obtained the 704 patent only as part of a broader corporate acquisition replete with due

P —

Assignor estoppel does not bar Vector Flow’s invalidity defenses because they are fully
consisten i
_ It was only years after the merger, in response to HID’s lawsuit, that

Vector Flow developed a litigation defense and learned that the asserted claims of the *704 patent
are, in fact, invalid for the reasons explained in Vector Flow’s invalidity contentions. Ex. H.
“Because there is no inconsistency in [these] positions, there is no estoppel.” Minerva, 141 S. Ct.
at 2301-04. “The doctrine applies only when an inventor says one thing (explicitly or implicitly)
in assigning a patent and the opposite in litigating against the patent’s owner.” Id. at 2304. Where,
as here, the assignor “has made neither explicit nor implicit representations in conflict with an
invalidity defense, then there is no unfairness in its assertion—and so there is no ground for

applying assignor estoppel.” Id. at 2301.

14
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To obtain summary judgment by demonstrating inconsistency, HID would need to

esais o, |
e
141 S. Ct. at 2310-11 (“[W]ithout such a prior inconsistent representation, there is no basis for
estoppel.””). But HID’s motion does not even attempt to show that any of _
e .

establish this proposition beyond any triable issue of fact. The motion fails from the start.

The facts in this case also demonstrate “exceptional circumstances” that preclude the
application of assignor estoppel even under the Federal Circuit’s old, overruled “expansive[]”
application of assignor estoppel. Mentor Graphics, 150 F.3d at 1378; Minerva, 141 S. Ct. at 2307-
11. Just as “an express reservation by the assignor of the right to challenge the validity of the
patent or an express waiver by the assignee of the right to assert assignor estoppel” were deemed
sufficient to avoid assignor estoppel, Mentor Graphics, 150 F.3d at 1378, so too are the relevant
circumstances here. Unlike the “classic case” described in Minerva where an employee inventor
has assigned a discrete patent in exchange for value, Quantum Secure did not simply assign the
704 patent to HID in exchange for valuable consideration. Rather, HID acquired an entire
operating business, including extensive tangible and intangible assets and an established revenue

stream that HID’s parent company anticipated would generate $45 million in revenue in the first

year alone. Ex. O. HID presents no evidence that_

15
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Nor was HID naive about the terms and conditions in the deal it engineered. HID was a

well-resourced, sophisticated party represented by experienced counsel. HID specifically

negotiated a

yet
HID chose not to. Under such circumstances, it is fair and equitable for Vector Flow to challenge

the validity of the *704 patent

C. HID’s Motion Fails to Identify Any Other Basis to Apply Assignor Estoppel.

HID’s remaining arguments are meritless. First,

_ See Open. Br. at 13. The representation that

_ Quantum Secure was the proper owner of the 704 patent, and that is not

contested here. It turns out that the patent is invalid, which is a separate issue from ownership
rights. See 35 U.S.C. § 261 (governing patent “ownership” and “assignment” with no mention of

validity).

Equally irrelevant is
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I - i . Ex.E at HID-00002218 (Schedule 3.14(a)
isting 704 paent). s such,

Simitarly, nothing is changed by [
_ the people who conceived of the specific subject matter claimed in
each patent. See 35 U.S.C. §§ 116, 256. _ says nothing about

whether the claimed inventions are, for example, invalid as obvious under § 103, invalid due to
defects in the patent specification under § 112, or ineligible for patenting under § 101, as Vector
Flow contends in its invalidity contentions. Ex. H.

Nor do the inventors’ prior submissions to the Patent Office or Quantum Secure raise any
issue of assignor estoppel. As set forth previously, the inventors provided only limited
representations regarding their subjective knowledge: each subjectively “believe[d]” themselves

to be the first inventor of the subject matter. Ex. A at 1; Ex. B at 2; Ex. C at 1. As the Supreme

® Before the America Invents Act (“AIA”) of 2011, the pre-AIA version of the Patent Statute
included a ground of invalidity for improper inventorship. See 35 U.S.C. § 102(f) (pre-AIA) (a
person shall not be entitled to a patent where “he did not himself invent the subject matter sought
to be patented”). In this case, Vector Flow’s invalidity contentions do not assert invalidity based
on improper inventorship under pre-AlIA § 102(f), so there is no inconsistency between the
Merger Agreement and the invalidity contentions. See Ex. H (invalidity contentions).

17
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Court observed in Minerva, “[a]n inventor presenting an application to the PTO thus states his
good-faith belief that his claims are patentable,” which is necessarily limited to the inventor’s
subjective belief at the time of the statement. Minerva, 141 S. Ct. at 2309, n.3. Moreover, when
HID acquired the *704 patent,

I o apply

Vector Flow’s immaterial July 2012 press release regarding the *704 patent, which said nothing

No “implied” representation of validity was received by HID on the specific facts of this
case. Minerva observes that an assignor may make “an explicit or implicit representation about
the patent’s validity.” Minerva, 141 S. Ct. at 2308; id. at 2311 (there may be “an explicit or implicit
representation made in assigning patent rights”). In Minerva, no argument was raised that any
express representation provided in the patent assignment agreement superseded any other explicit

or implied representation. By contrast, in the present case, any implied warranty of validity that

might have othervise cxisc [

=
(¢]

whose “express terms,” “bargained for and
crafted by sophisticated parties, leave no room for the implied covenant” that HID agreed to

exclude. NACCO Indus., Inc. v. Applica Inc., 997 A.2d 1, 20, 35 (Del. Ch. 2009) (“Delaware

18
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upholds the freedom of contract and enforces as a matter of fundamental public policy the
voluntary agreements of sophisticated parties.”).” HID cannot now argue that it somehow acquired

the 704 patent in reliance on an implied representation of validity, when HID specifically

negotited or
I /- e/ LLC

Encorp, Inc., 832 A.2d 129, 142, n.18 (Del. Ch. 2003) (“The Court of Chancery has consistently
held that sophisticated parties to negotiated commercial contracts may not reasonably rely on
information that they contractually agreed did not form a part of the basis for their decision to
contract.”) (citation omitted).

For these reasons, the absence of assignor estoppel here fully comports with the

“underlying principle of fair dealing.” Minerva, 141 S. Ct. at 2301. If HID wanted_

_ It was incumbent on HID to perform any additional diligence it

desired to perform regarding that patent’s validity before HID completed the acquisition.

Finally, there is no basis for HID’s insinuation that the individual Defendants
inappropriately obtained money from the acquisition. These individuals helped build a successful
business that engaged 150 employees and consultants, earned many revenue-paying customers,

and was expected by HID to achieve $45 million in bookings the year of the acquisition. HID

macc

" HID agreed that Delaware law governed the Merger Agreement. Ex. D, § 11.1.

19
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I cc Ex. D,

§ 2.8(c), Ex. K. Only now, many years later, does HID wrongly contend that it did not get the
benefit of its bargain because Vector Flow discovered, in response to HID’s lawsuit, that the 704

patent is invalid. But when acquiring Quantum Secure, HID chose not to obtain_

I (>
sccondingly chose o bear te i [

VI. CONCLUSION

For the foregoing reasons, HID’s motion should be denied. HID fails to demonstrate any

inconsistency between Vector Flow’s invalidity contentions and _
_ Minerva, 141 S. Ct. at 2301-02. Accepting as true, for purposes

of this motion, all of the factual allegations in HID’s Concise Statement of Facts (D.I. 145), there

is no basis to grant HID’s motion. Although HID’s motion did not identify any alleged

inconsistency, at a minimum, i HID had asserted [ T
_ that would have only raised a factual issue precluding summary

judgment.
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I Vector Flow Applies an Incorrect Legal Standard that Reads Out Finding Assignor
Estoppel Based on Implicit Representations

Vector Flow’s Opposition (D.I. 150) (“Opp.”) and corresponding Response to HID’s
Concise Statement of Facts (D.I. 151) (“Responsive CSOF”) narrow the issues before the Court:

e Vector Flow does not dispute facts in HID’s Concise Statement of Facts (D.I. 145) (“HID
CSOF”) that underlie HID’s Motion for Summary Judgment of Assignor Estoppel on the
>704 patent (D.1. 143) (“Motion”). Vector Flow’s Responsive CSOF does not introduce
any additional facts and instead repeatedly accepts the facts introduced by HID as
“Undisputed for purposes of the present motion.”!

e Vector Flow does not dispute that it is in privity with both Quantum Secure and Quantum
Secure’s Founders Ajay Jain, Vikrant Ghai, and Shailendra Sharma (collectively, “the
Individual Defendants” or “the named inventors”).

e Vector Flow does not dispute that if assignor estoppel applies, it would apply to all
invalidity challenges to the *704 patent, including under 35 U.S.C. §§ 101, 102, 103, 112.

The remaining issue before the Court is legal in nature: the application of Minerva v. Hologic to
the undisputed facts of this case. 141 S. Ct. 2298 (2021).

Vector Flow incorrectly advances a narrow reading of Minerva that would disregard
“centuries-old fairness principles” by reading out an assignor’s “implicit representations made in
assigning the patent.” Minerva, 141 S. Ct. at 2304 (emphasis added). Under this interpretation,
Vector Flow would have this Court selectively apply the core holding of Minerva so that the
Individual Defendants could reap all the benefits _) from
assigning the *704 patent to HID during the 2015 Merger, then turn around and disavow the very
statements upon which HID relied in acquiring Quantum Secure and its assets.

Minerva holds that implicit representations trigger assignor estoppel to protect against an
assignor — such as the Individual Defendants — later claiming the assigned claims are worthless:

Assignor estoppel is well grounded in centuries-old fairness principles, and the
Federal Circuit was right to uphold it. But assignor estoppel applies only when the

"' HID does not provide reply positions to the Responsive CSOF because Vector Flow only
addressed facts raised in the HID CSOF and did not raise any additional facts that warrant a reply.
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assignor’s claim of invalidity contradicts explicit or implicit representations he
made in assigning the patent.

Id. at 2304 (emphasis added). Vector Flow attempts to limit Minerva’s holding to only an
assignor’s explicit representations, without meaningfully addressing the impact of an assignor’s
implicit representations. The Supreme Court, however, described the significance of implicit
representations in Minerva and provided the proper standard for deciding this Motion:

When a person sells his patent rights, he makes an (at least) implicit representation
to the buyer that the patent at issue is valid—that it will actually give the buyer his
sought-for monopoly. In later raising an invalidity defense, the assignor disavows
that implied warranty. And he does so in service of regaining access to the
invention he has just sold. . . . That course of conduct by the assignor strikes us, as
it has struck courts for many a year, as unfair dealing[.]

Id. at 2309-10 (emphasis added, citations omitted). Moreover, Minerva reaffirmed the Supreme
Court’s prior holding in Westinghouse v. Formica that “[i]f one lawfully conveys to another a
patented right,” then “fair dealing should prevent him from derogating from the title he has
assigned.” Minerva, 141 S. Ct. at 2305 (quoting 266 U.S. 342, 350 (1924)).

Vector Flow predicates its entire response on a legally erroneous standard of its own
creation. Vector Flow’s repackaged standard incorrectly states that:

To obtain summary judgment by demonstrating inconsistency, HID would need to
establish that, at the time of the Merger Agreement, Quantum Secure and its
identified representatives either had “actual knowledge” or reasonably would have
been expected to know within the course of their duties (as defined by
“Knowledge”) that the asserted claims of the *704 patent are invalid for the reasons
set forth in Vector Flow’s invalidity contentions.

Opp. at 15 (annotated). The Supreme Court never used the above, yellow-highlighted phrases that

Vector Flow contends are dispositive. Notably, the Supreme Court never used the words “actual

992 <c

knowledge,” “reasonably,” or “expected to know.” The Merger Agreement does not replace the

2 The word “knowledge” is used by the Supreme Court only when it acknowledges that “Assignors
are especially likely infringers because of their knowledge of the relevant technology.” Minerva,
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legal standard in Minerva and the plain language of § 3.14(b) does not offer Vector Flow a basis
to later contradict itself.

The Supreme Court did not hold that the assignor estoppel inquiry turns on the assignor’s
subjective knowledge at the time of the transaction. To the contrary, assignor estoppel applies
when the “underlying principle of fair dealing comes into play.” Minerva, 141 S. Ct. at 2310. Put
another way, what the assignor actually believed at the time of assigning the patent is not the
relevant inquiry. Instead, the inquiry is whether the representations, as a whole, either express or
implicit, contradict a later effort to invalidate that patent when the assignor is accused of
infringement. Under Minerva, Vector Flow cannot disclaim the various assurances provided to
HID that, at the very least, created an implied assurance that the 704 patent was valid, enforceable,
and would provide HID with a monopoly over the SAFE software suite. See Motion at 5 (citing §
3.14 of the Merger Agreement submitted as Exhibit D). These assurances to HID were not made
in isolation; the named inventors had already provided sworn statements to the Patent Office and
had publicly touted that the *704 patent formed “the basis of key elements of our SAFE platform.”
See Ex. A (inventor oath); Ex. B (Power of Attorney Declaration complying with duty of candor
and good faith); Ex. C (*704 patent assignment to Quantum Secure); Ex. I (Quantum Secure Press
Release dated December 6, 2012). Vector Flow’s narrow reading of Minerva would eviscerate the
principle that the doctrine of assignor estoppel “gives assignees confidence in the value of what
they have purchased.” Minerva, 141 S. Ct. at 2304, n.4.

IL. The Assurances Provided By Quantum Secure and the Individual Defendants to HID
Contradict the Invalidity Challenges in this Litigation

The Supreme Court recognized that an estoppel bars an assignor from acting “contrary to

141 S. Ct. at 2304, n.4 (emphasis added). This utilization of “knowledge” hardly promotes Vector
Flow’s position.
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his own previous action, allegation, or denial.” Minerva, 141 S. Ct. at 2309 (emphasis added).
To decide whether Vector Flow has disavowed its implied warranty to HID, the Court must decide
whether Vector Flow and the named inventors are acting contrary to a “previous action, allegation,
or denial” in assigning the *704 patent. Id. (emphasis added) (citing H. Herman, The Law of

Estoppel §3 (1871)). Vector Flow boldly argues that there is “no inconsistency” because HID

accepted Quantum Secure’s allegedly qualified statement i_

_ Opp. at 1 (citing Ex. D). According to Vector Flow, this qualified representation
should displace Quantum Secure’s assurances to HID that its [P was worthy of the Company’s $80
million purchase price. Vector Flow’s mantra that “there is no inconsistency” is a fallacy. It is
hardly “fair and equitable” as Vector Flow proclaims, Opp. at 16, for the named inventors “to
profit doubly—by gaining both the price of assigning the patent and the continued right to use the
invention it covers.” Minerva, 141 S. Ct. at 2309.

A. Quantum Secure and the Individual Defendants Necessarily Provided Explicit

and Implied Assurances at the Time of the Merger that the 704 Patent Would
Provide HID with a Monopoly Over the SAFE Software Suite

The totality of circumstances surrounding the sale of Quantum Secure by the Individual
Defendants to HID creates, at the very least, an implicit representation that the *704 patent is
valuable and valid such that the named inventors cannot now assert invalidity. See Motion at 5
(summarizing Quantum Secure’s promises to HID as to the assigned IP assets). Vector Flow
overlooks the obvious question: How can it be fair and equitable for the named inventors to-
I
then later contend that the same asset the named inventors profited from is actually worthless?

A “classic case” of assignor estoppel is, according to the Supreme Court, when (1) an

inventor applies for and obtains a patent, (2) the inventor later assigns the patent to a company for
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value, (3) the inventor joins a competitor business where he develops a similar—and possibly
infringing—product, (4) the assignee company sues for infringement, and (5) the assignor tries to
argue, contrary to the explicit or implicit assurance given in assigning the patent, that the invention
was never patentable. Minerva, 141 S. Ct. at 2304. The Supreme Court describes this fact pattern
as an “about-face” that triggers assignor estoppel. 1d.

These exact same elements of a “classic case” are present here:

1. Quantum Secure, in privity with named inventors Jain, Ghai, and Sharma, applied for and
obtained the *704 patent.

2. Quantum Secure, in privity with the named inventors, assigned the 704 patent to HID for
value.

3. The named inventors founded Vector Flow where they purport to develop a similar product
(albeit a product incorporating HID’s trade secrets).

4. HID accuses Vector Flow, in privity with the named inventors, of infringing the *704 patent
as well as trade secret misappropriation.

5. Vector Flow argues, contrary to the explicit or implicit assurances previously given to HID
in assigning the 704 patent, that the claims were never patentable.

The striking similarity between the hypothetical facts outlined in Minerva and the undisputed facts

in this case should end the inquiry and compel the conclusion that assignor estoppel applies.
Vector Flow’s arguments as to Quantum Secure’s subjective intent fail because even a

qualified assurance of validity and enforceability in the Merger Agreement creates the implication

that HID would have a monopoly over the Quantum Secure SAFE software suite following the

sale of the IP assets from Quantum Secure to HID. See Minerva, 141 St. Ct. at 2309 (“When a

person sells his patent rights, he makes an (at least) implicit representation to the buyer that the
patent at issue is valid—that it will actually give the buyer his sought-for monopoly.”).

1. Quantum Secure Provided HID with All Rights to the “Core IP”
Covering the SAFE Suite and its Components

In an Exhibit to the Merger Agreement, Exhibit 3.14(j)(1), Quantum Secure expressly
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represented tha

). This Exhibit to the Merger represents that HID will have a “sought-
for monopoly” over SAFE Products. See Minerva, 141 S. Ct. at 2309. Such an assurance is an
explicit, or “at least” an implicit representation to HID that the Quantum Secure “Core IP,”
including the 704 patent, is valid and valuable.

2. Both Parties to the Merger Agreement Understood that IP, Including

the >704 Patent, Covering the SAFE Software Suite Conferred on HID
a Valuable Monopoly

First, it is uncontested that the *704 patent was sold alongside the rest of Quantum Secure’s
IP portfolio for significant consideration. This is the salient point identified by the Supreme Court
that triggers assignor estoppel because an inventor cannot sell a patent and then contend “that the
thing sold is worthless.” Minerva, 141 S. Ct. at 2308 (discussing Westinghouse, 266 U.S. at 350).
Vector Flow, however, contends that assignor estoppel cannot apply because the Merger
Agreement encompassed the sale of all of Quantum Secure’s IP assets and was not limited solely
to the *704 patent. See Opp. at 2. But the express attribution of a specific amount of money for
the rights to the 704 patent is not necessary to conclude that there is an implied assurance that the
”704 patent, as part of the larger IP portfolio, has value. Minerva, 141 S. Ct. at 2309-10 (explaining
that the assurances provided from assignor to assignee “need not be express”).

Quantum Secure and the Individual Defendants were well aware that its IP portfolio had
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value that was driving HID’s acquisition. Vector Flow concedes as much: “HID acquired
Quantum Secure in March 2015 for the stated purpose of obtaining a valuable business enterprise
and product line, not merely to obtain patent rights.” Opp. at4. HID’s interest in obtaining patent
rights that encompassed the SAFE software suite was, as Vector Flow recognizes, one of HID’s
goals in the acquisition. See id. As Quantum Secure and now Vector Flow recognize, HID sought
a valuable business enterprise, not a business enterprise covered by worthless invalid claims.

Second, consistent with the plain language of the Merger Agreement and Exhibit 3.14()(1),
HID purchased exclusive rights to market and sell the SAFE software suite covered by the *704
patent. Indeed, the post-Merger press releases that Vector Flow relies upon, Opp. at 5-6, bolster
the conclusion that HID relied on Quantum Secure’s assurances as to the value of its IP covering
the SAFE software suite. A press release issued by ASSA ABLOY after the Merger memorializes
the assignee’s expectations of $45 million in bookings for the SAFE software suite in 2015 with
continued growth in the future. D.I. 150, Ex. O. The ASSA ABLOY press release confirms that
the assignee’s expectations of future growth are tied to Quantum Secure’s representations that it
owned all IP for the SAFE software suite and that, to the Company’s knowledge, the IP is not
“invalid or unenforceable.” Ex. D, § 3.14(b).

Third, Quantum Secure’s assurances to HID in the course of the Merger that the “Core IP”
covered the SAFE software suite came after Quantum Secure had touted in a press release that the
>704 patent:

e ‘“encompass[ed] elements fundamental to the [Quantum Secure] SAFE software suite,

including integration of data and events to and from physical access control and security
monitoring systems . . .”;

e was described as “intellectual property that forms the basis of key elements of [the Quantum
Secure] SAFE platform”;

e “confirms the importance and impact of innovations that are integral to [Quantum Secure]
and are a testament to the value [Quantum Secure] can bring to customers.”
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Ex. I (emphasis added). Vector Flow cannot credibly maintain that assignor estoppel is not
triggered because the Merger Agreement did not allocate a purchase price for the *704 patent itself
as opposed to the Quantum Secure IP portfolio as a whole. See Opp. at 2. HID compensated
Quantum Secure and the named inventors in accordance with Quantum Secure’s representations
that HID was purchasing “Core IP” that would confer a “sought-for monopoly” over the SAFE
software suite. Such a patent monopoly, as referenced in Minerva, has value and estops Vector
Flow from now arguing that the *704 Patent is worthless. See Minerva, 141 S. Ct. at 2309.

B. Vector Flow’s Interpretation of Minerva Would Eviscerate Patent Law’s
Demand for Honesty

Vector Flow’s contention that the named inventors’ conduct did not create a contradiction
or inconsistency to trigger estoppel is directly at odds with the Supreme Court’s holding that
statements to the Patent Office provide implicit assurances to the buyer as to validity of the patent.
The “classic case” of assignor estoppel is grounded in “the patent law’s demand for honesty from
patent applicants.” Minerva, 141 St. Ct. at 2309, n.3 (emphasis added). The Supreme Court
directly tied an inventor’s oath attesting that he is “the original inventor” of the “claimed
invention” to the implicit representation of validity that transpires when “a person sells patent
rights.” Id. (internal citations omitted). In characterizing assignor estoppel as a doctrine that
“reflects a demand for consistency in dealing with others,” Minerva points to both (1) an inventor
oath pursuant to 35 U.S.C. §115(b)(2), and (2) an inventor’s required compliance with “a duty of
candor and good faith in the patent process, including a duty to disclose to the PTO all information
he knows to be material to patentability” under 37 CFR §1.56(a). Id.

Vector Flow seems to argue that the named inventors’ statements to the Patent Office (and
by extension, to the public) are not relevant. See Opp. at 4, 17-18. According to Vector Flow, the

named inventors’ sworn statements submitted to the Patent Office are of no moment because “the
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named inventors never represented that the claims of the *704 patent were, in fact, valid in view
of all potential prior art that might exist in the world.” Opp. at 4. Comparing the claims to “all
potential prior art that might exist in the world” is a red herring that would eviscerate patent law’s
demand for honesty from patent applicants. “All potential prior art that might exist in the world”
is not and never has been the standard either before the Patent Office or for purposes of triggering
assignor estoppel. Vector Flow’s position is contrary to law:

e “[w]hen a person sells his patent rights, he makes an (at least) implicit representation to

the buyer that the patent at issue is valid—that it will actually give the buyer his sought-
for monopoly.” Minerva, 141 S. Ct. at 2309 (emphasis added).

e “An inventor presenting an application to the PTO thus states his good-faith belief that his
claims are patentable—that they will result in a valid patent. When the inventor then
assigns those claims to another, he effectively incorporates that assurance.” Id. at 2309,
n.3 (emphasis added).

Vector Flow further argues that the Court should disregard the veracity of inventor
statements—sworn under penalty of perjury—because the statements were superseded by the Merger
Agreement. Opp. at 17-18 (arguing “the Merger Agreement specifically superseded any prior
‘express or implied’ understandings, inducements, or conditions™) (citing Ex. D, § 11.13). Vector
Flow is wrong. A boilerplate integration clause in the Merger Agreement that the Agreement was
the “Entire Agreement” does not absolve Quantum Secure and its Founders from making truthful
representations to the Patent Office (inventor sworn statements submitted as Exhibits A-C) or the
public (Quantum Secure Press Release dated December 6, 2012 submitted as Exhibit I). Section
11.13 of the Merger Agreement is nothing more than a standard integration clause promoting that
the Merger Agreement be interpreted based on intrinsic evidence. This provision is hardly a basis
to evade the fair dealing principles in Minerva and is certainly not a credible reason to set aside

the statements submitted to the Patent Office under penalty of perjury.
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Ex. D., § 11.13.

The named inventors’ sworn statements to the Patent Office regarding validity cannot be
disregarded or unwound by the language “I believe . . .” See Opp. at 4. To disregard the implicit
representations in the inventor oaths for purposes of deciding this Motion would eviscerate the
need for applicants to be honest in their dealings with the Patent Office and the public.

ITII.  Principles of Fair Dealing Control the Analysis and Compel a Finding that Assignor
Estoppel Applies to the Undisputed Facts

Finally, Vector Flow’s ad hominin attacks on HID do not alter the application of Minerva.
The boundaries of assignor estoppel “reflect its equitable basis: to prevent an assignor (i.e.,
Quantum Secure and the Individual Defendants) from warranting one thing and later alleging
another.” Minerva, 141 S. Ct. at 2311 (emphasis added). It is not relevant whether, as Vector
Flow focuses on: “HID was a well-resourced, sophisticated party represented by experienced
counsel.” Opp. at 16. The focus should not be on HID; the focus is on Quantum Secure and the
Individual Defendants now in privity with Vector Flow. Vector Flow relies on whataboutism to
deflect from glaring and undisputed contradictions.> This deflection does not supersede the
fundamental equitable principles underlying assignor estoppel. Vector Flow should be estopped
from derogating the claims of the *704 patent that were lawfully assigned to HID pursuant to

representations both express and implicit that contradict Vector Flow’s invalidity contentions.

3 Vector Flow casually interjects accusations of “misrepresentation” or “misstatement” against
HID. Vector Flow can hardly suggest that HID is misrepresenting the issues when Vector Flow
accepted the facts as undisputed in the Responsive CSOF.
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Mace, Andrew

From: Mace, Andrew

Sent: Tuesday, May 9, 2023 2:54 PM

To: 'Stein, Alexander B.'

Cc: Keefe, Heidi; Weinstein, Mark; Mead, Lowell; HID-VectorFlow-IPR
Subject: RE: IPR2023-00353 ('704) — preliminary reply

Alex, thanks. Because the Board has repeatedly stated that emails to the Board should not include argument, we are
not going to include “because Patent Owner respectfully submits that the parties have both already been heard on these
same foreseeable issues (see, e.g., Pet. at 8, 11 (Fintiv) and 14, 23 (claim construction)) and further briefing would
prejudice Patent Owner (see Preliminary Response at 18-19)” in our email.

- Andrew

Andrew Mace

Cooley LLP

3175 Hanover Street

Palo Alto, CA 94304-1130
+1 650 843 5808 office

+1 650 849 7400 fax
amace@cooley.com
www.cooley.com

From: Stein, Alexander B. <alexander.stein@morganlewis.com>

Sent: Tuesday, May 9, 2023 2:25 PM

To: Mace, Andrew <amace@cooley.com>

Cc: Keefe, Heidi <hkeefe@cooley.com>; Weinstein, Mark <mweinstein@cooley.com>; Mead, Lowell
<Imead@cooley.com>; HID-VectorFlow-IPR <HID-VectorFlow-IPR@morganlewis.com>

Subject: RE: IPR2023-00353 ('704) — preliminary reply

[External]
Andrew,

After explaining the positions that you provided yesterday to our client, they do not believe that there is good cause for
extra briefing here. As such, we oppose. Below are our additions (in blue) to the Board email.

Dear PTAB:

Petitioner in IPR2023-00353 requests permission to file a preliminary reply of no more than 3 pages to respond
to Patent Owner’s arguments in its preliminary response regarding (1) discretionary denial under section 314(a),
and (2) alleged inconsistencies in claim construction positions taken in the pending litigation. The parties have
conferred, and Patent Owner opposes the request because Patent Owner respectfully submits that the parties
have both already been heard on these same foreseeable issues (see, e.g., Pet. at 8, 11 (Fintiv) and 14, 23 (claim
construction)) and further briefing would prejudice Patent Owner (see Preliminary Response at 18-19). To the
extent the Board does grant leave, Patent Owner requests a 3-page sur-reply to respond to Petitioner’s
preliminary reply. If a conference call is needed, the parties will confer and provide their availability.

Best,

-Alex
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Alexander B. Stein
Morgan, Lewis & Bockius LLP (Seattle and Silicon Valley Offices)
+1.650.843.7278 | Assistant S. Lata Olivier: +1.650.843.7898

From: Stein, Alexander B.

Sent: Monday, May 8, 2023 7:21 PM

To: 'Mace, Andrew' <amace@cooley.com>

Cc: Keefe, Heidi <hkeefe@cooley.com>; Weinstein, Mark <mweinstein@cooley.com>; Mead, Lowell
<Imead@-cooley.com>; HID-VectorFlow-IPR <HID-VectorFlow-IPR@morganlewis.com>

Subject: RE: IPR2023-00353 ('704) — preliminary reply

Thanks, Andrew. We will sync up with our client and will get back to you very soon.

Best,

-Alex

Alexander B. Stein
Morgan, Lewis & Bockius LLP (Seattle and Silicon Valley Offices)
+1.650.843.7278 | Assistant S. Lata Olivier: +1.650.843.7898

From: Mace, Andrew <amace@cooley.com>

Sent: Monday, May 8, 2023 7:05 PM

To: Stein, Alexander B. <alexander.stein@morganlewis.com>

Cc: Keefe, Heidi <hkeefe@cooley.com>; Weinstein, Mark <mweinstein@cooley.com>; Mead, Lowell
<Imead@-cooley.com>; HID-VectorFlow-IPR <HID-VectorFlow-IPR@morganlewis.com>

Subject: RE: IPR2023-00353 ('704) — preliminary reply

[EXTERNAL EMAIL]

Alex,

Thanks for talking with us earlier. As discussed, a draft email to the Board is below. Please let us know whether PO
opposes our request or if PO would not oppose if a 3-page PO preliminary surreply was also requested. To the extent
any exhibits would be submitted, the exhibits would be only papers previously filed and/or served in the litigation.

Dear PTAB:

Petitioner in IPR2023-00353 requests permission to file a preliminary reply of no more than 3 pages to respond
to Patent Owner’s arguments in its preliminary response regarding (1) discretionary denial under section 314(a),
and (2) alleged inconsistencies in claim construction positions taken in the pending litigation. The parties have
conferred, and Patent Owner opposes the request. If a conference call is needed, the parties will confer and
provide their availability.

Thanks,
Andrew

Andrew Mace
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Cooley LLP

3175 Hanover Street

Palo Alto, CA 94304-1130
+1 650 843 5808 office

+1 650 849 7400 fax
amace@cooley.com

www.cooley.com

From: Mace, Andrew

Sent: Thursday, May 4, 2023 7:51 PM

To: 'Stein, Alexander B.' <alexander.stein@morganlewis.com>

Cc: Keefe, Heidi <hkeefe@cooley.com>; Weinstein, Mark <mweinstein@cooley.com>; Mead, Lowell
<Imead@cooley.com>; HID-VectorFlow-IPR <HID-VectorFlow-IPR@morganlewis.com>

Subject: RE: IPR2023-00353 ('704) — preliminary reply

Alex,
Let’s talk on Monday at 2pm PT. We can use 1 (877) 369-0926, conference ID 4011634272.

Thanks,
Andrew

Andrew Mace

Cooley LLP

3175 Hanover Street

Palo Alto, CA 94304-1130
+1 650 843 5808 office

+1 650 849 7400 fax
amace@cooley.com
www.cooley.com

From: Stein, Alexander B. <alexander.stein@morganlewis.com>

Sent: Thursday, May 4, 2023 5:40 PM

To: Mace, Andrew <amace@cooley.com>

Cc: Keefe, Heidi <hkeefe@cooley.com>; Weinstein, Mark <mweinstein@cooley.com>; Mead, Lowell
<Imead@cooley.com>; HID-VectorFlow-IPR <HID-VectorFlow-IPR@morganlewis.com>

Subject: RE: IPR2023-00353 ('704) — preliminary reply

[External]
Andrew,

After discussing this with our client, we are unable to determine whether to oppose without hearing your reasons as to
any good cause underlying this request (see 37 C.F.R. § 42.108(c)). Do you have time for a meet and confer either
tomorrow (Friday) or on Monday to discuss? We are available Friday (5/5) after 3 pm PT or Monday (5/8) between 10-
11:30 am and 2-3:30 PT. Please let us know what works on your end or if you need us to provide additional dates/ times
for our availability.

Talk to you soon.

Best,
-Alex

Alexander B. Stein
Morgan, Lewis & Bockius LLP (Seattle and Silicon Valley Offices)
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+1.650.843.7278 | Assistant S. Lata Olivier: +1.650.843.7898

From: Stein, Alexander B. <alexander.stein@morganlewis.com>

Sent: Thursday, May 4, 2023 5:02 AM

To: Mace, Andrew <amace@cooley.com>

Cc: Keefe, Heidi <hkeefe@cooley.com>; Weinstein, Mark <mweinstein@cooley.com>; Mead, Lowell
<Imead@cooley.com>; HID-VectorFlow-IPR <HID-VectorFlow-IPR@morganlewis.com>

Subject: RE: IPR2023-00353 ('704) — preliminary reply

Hi Andrew,
We are discussing your request with our client and will have a response for you later today.

Best,

-Alex

Alexander B. Stein
Morgan, Lewis & Bockius LLP (Seattle and Silicon Valley Offices)
+1.650.843.7278 | Assistant S. Lata Olivier: +1.650.843.7898

From: Mace, Andrew <amace@cooley.com>

Sent: Tuesday, May 2, 2023 4:28 PM

To: Stein, Alexander B. <alexander.stein@morganlewis.com>; HID-VectorFlow-IPR <HID-VectorFlow-
IPR@morganlewis.com>

Cc: Keefe, Heidi <hkeefe@cooley.com>; Weinstein, Mark <mweinstein@cooley.com>; Mead, Lowell
<Imead@cooley.com>

Subject: IPR2023-00353 ('704) — preliminary reply

[EXTERNAL EMAIL]

Counsel,

Petitioner intends to contact the Board to request permission to file a preliminary reply of no more than 3 pages to
respond to Patent Owner’s arguments in its preliminary response in IPR2023-00353 regarding (1) discretionary denial
under section 314(a), and (2) alleged inconsistencies in claim construction positions taken in the pending

litigation. Please let us know whether Patent Owner would oppose the request.

Thanks,
Andrew

Andrew Mace

Cooley LLP

3175 Hanover Street

Palo Alto, CA 94304-1130
+1 650 843 5808 office

+1 650 849 7400 fax
amace@cooley.com
www.cooley.com

This email message is for the sole use of the intended recipient(s) and may contain confidential and privileged information. Any unauthorized review, use,
disclosure or distribution is prohibited. If you are not the intended recipient, please contact the sender by reply email and destroy all copies of the original message.
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If you are the intended recipient, please be advised that the content of this message is subject to access, review and disclosure by the sender's Email System
Administrator.

This email message is for the sole use of the intended recipient(s) and may contain confidential and privileged information. Any unauthorized review, use,
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the Request in connection with issues (1) and (2). The Director should also take this
opportunity to address this novel legal question of how assignor estoppel impacts the analysis
of the Fintiv factors.
Respectfully submitted,
/s/ Heidi L. Keefe
Heidi L. Keefe
Cooley LLP
Lead Counsel for Petitioner Vector Flow, Inc.

Attachments: Paper Nos. 9 and 10 filed 8/4/2023 and Exhibits 1013-1016

Patty Russell

Office Hours: 11 a.m.—7 p.m.

IP Litigation Secretary

Cooley LLP

3175 Hanover Street

Palo Alto, CA 94304-1130

Direct: (650) 843-5449 e Fax: (650) 849-7400

Email: patricia.russell@cooley.com e www.cooley.com

This email message is for the sole use of the intended recipient(s) and may contain confidential and privileged information. Any
unauthorized review, use, disclosure or distribution is prohibited. If you are not the intended recipient, please contact the sender by reply
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