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Patent trolls want $1,000—for using scanners

An alphabet soup of patent trolls is threatening end users with lawsuits.

by Joe Mullin - Jan 2 2013, 6:30am PS™
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When Steven Vicinanza got a letter in the mail earlier this year informing him that he needed to pay
$1,000 per employee for a license to some “distributed computer architecture” patents, he didn’t quite
believe it at first. The letter seemed to be saying anyone using a modern office scanner to scan
documents to e-mail would have to pay—which is to say, just about any business, period.

If he'd paid up, the IT services provider that Vicinanza founded, BlueWave Computing, would have
owed $130,000.

Patent troll that wants $1,000 per worker gets
sued by Vermont A-G | Small state's action is the first
government lawsuit against a patent troll.

FURTHER READING

Meet the nice-guy lawyers who want
The letters, he soon found out, were indeed real and quite
serious—he wasn't the only person getting them. BlueWave
works mostly with small and mid-sized businesses in the
Atlanta area, and before long, several of his own customers
were contacting him about letters they had received from
the same mysterious entity: "Project Paperless LLC."

$1,000 per worker for using scanners |
"It's not some kind of bull. We're not

trying to harass people."

"l was just mad," he said.

Vicinanza soon got in touch with the attorney representing Project Paperless: Steven Hill, a partner at
Hill, Kertscher & Wharton, an Atlanta law firm.
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"[Hill] was very cordial and very nice," he told Ars. "He said, if you hook up a scanner and e-mail a
PDF document—we have a patent that covers that as a process."

It didn’t seem credible that Hill was demanding money for just using basic office equipment exactly
the way it was intended to be used. So Vicinanza clarified:

"So you're claiming anyone on a network with a scanner owes you a license?" asked Vicinanza. "He
said, 'Yes, that's correct." And at that point, | just lost it."

Vicinanza made the unusual choice to fight back against Hill and “Project Paperless”™—and actually
ended up with a pretty resounding victory. But the Project Paperless patents haven’t gone away.
Instead, they’ve been passed on to a network of at least eight different shell companies with six-letter
names like AdzPro, GosNel, and FasLan. Those entities are now sending out hundreds, if not
thousands, of copies of the same demand letter to small businesses from New Hampshire to
Minnesota. (For simplicity, I'll just refer to one of those entities, AdzPro.)

Ars has acquired several copies of the AdzPro demand letter; the only variations are the six-letter

name of the shell company and the royalty demands, which range from $900 to $1,200 per employee.

One such letter, in which AllLed demands $900 per worker, is published below. The name of the
target company has been redacted. Sources that provided the letters are concerned that speaking on
the record about their case could result in additional attention or threats from the patent owners.

Led Letter.final.redacted

SHOW ME MORE LIKE LED LETTER.FINAL.REDACTED x

Seribd. «2 Share £ » Embed of5 |l

&, Download

Vicinanza’s experience puts him at the heart of a type of "patent trolling" that has taken off in the past
year. The Project Paperless via AdzPro letter-writing campaign is a kind of lowest-common-
denominator patent demand. Patent-licensing companies are going after the users of everyday
technology rather than their traditional targets, the tech companies that actually make technology.
This year, more than ever, trolls have moved beyond tech in a big way.

Smaller and smaller companies are being targeted. In a paper on “Startups and Patent Trolls,” Prof.
Colleen Chien of Santa Clara University found that 55 percent of defendants to patent troll suits are
small, with less than $10 million in annual revenue. Even in the tech sector, a full 40 percent of the
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time, respondents to patent threats are being sued over technology that they use (like scanners or
Wi-Fi) rather than their own technology.

Project Paperless and its progeny don’t have any interest in going after the Canons and the Xeroxes
of the world. After all, they have patent lawyers on payroll already and are in a far better position to
push back. Rather, Hill wanted to collect royalties from BlueWave and its customers.

Project Paperless' spawn—AdzPro, AllLed, GosNel, and the others listed above—exemplify the new
strategy. They send out vast quantities of letters, mainly to businesses that never could have
imagined they’d be involved in any kind of patent dispute. They send them from anonymous and
ever-changing shell companies. And at the end of the day, they either file only a few lawsuits—as
Project Paperless did—or none at all, which has been the AdzPro strategy thus far.

“Going after the end users may ultimately be more lucrative for them,” said one patent litigator at a
technology company that's closely monitoring the AdzPro situation. “If they extract a small amount
from each possible end user, the total amount might well end up being a much larger sum than they
could ever get from the manufacturers. The ultimate pot of gold could end up being much bigger."

"Atlanta's Best Workplaces' become a lot less fun

As a services provider to other businesses—who often sold
scanners as part of his package—Vicinanza was well-positioned
to get some sense of the scope of the Project Paperless
campaign. He personally had conversations with about a dozen
recipients of the letters and he suspects that about 50 to 100
companies in the Atlanta area received a letter. Another batch
was sent out in Virginia.

Vicinanza noticed a few of his customers who had been
threatened had been on the “Atlanta’s Best Workplaces” list
published annually by the Atlanta Journal-Constitution. The “best
workplaces” list included the number of employees each
business had, which would have been useful to Project
Paperless lawyers in calculating their demands. These were
always on a per-employee basis.

Steve Vicinanza.

Working backward off the “best workplaces” list, Vicinanza was able to get in touch with several other
Project Paperless targets, suggesting that Project Paperless lawyers were indeed targeting
companies based on the list.

Reactions to the letters varied. “Without question, some people were livid,” said Vicinanza. “Some of
the smaller ones were scared out of their wits, in addition to being livid.”

Some were ready to fight back, while others had no intention of doing so. One mid-sized Atlanta
business in the process of being acquired by a major Silicon Valley tech company paid the Project
Paperless demand, no questions asked. Some companies just ignored the letters; others talked to an
attorney. It isn’t clear the companies that did speak to their lawyers about the situation actually fared
better.

“The patent attorneys typically have a whole different set of objectives,” said Vicinanza. “Now they’re
in settlement mode. If the company does end up getting sued and the lawyer said ‘ignore them,” a
company could find themselves paying treble damages. Even my attorneys told me, settle it, you're
crazy to fight.”

But that wasn’t Vicinanza’s style. “I'm an IT guy, so | read the patent—and | was just appalled that
this could even be called a patent.”

Project Paperless has four patents and one patent application it asserts, all linked to an inventor
named Laurence C. Klein. “It was a lot of what I'd call gobbledygook,” said Vicinanza. “Just jargon
and terms strung together—it’s really literally nonsensical.”

Readers wishing to judge for themselves can take a look at the asserted patents, numbers 6,185,590,
6,771,381, 7,477,410 and 7,986,426. AdzPro also notes it has an additional patent application filed in
July 2011 that hasn’t yet resulted in a patent. The patents may have been useless from a
technologist’s perspective, but fighting them off in court would be no small matter.
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“My lawyer said, even if you win, this case will cost a million dollars. | said, | don’t think it will—but I'd
rather pay a million than pay these guys $200,000.”

In 15 years of being in business, BlueWave had never been involved in a lawsuit of any kind. “This
sort of thing is detrimental to the whole industry,” said Vicinanza. “If everybody just rolls over, that just
encourages them [patent trolls] to keep going.”

In March, the ball dropped and Project Paperless’ threats against BlueWave turned into an actual
lawsuit. As he promised, Vicinanza didn't settle. Instead, he spent $5,000 on a prior art search and
sent the results to the Project Paperless lawyers. He also hired a new lawyer, Ann Fort, who filed a
third-party complaint against four of the companies that actually made the scanners—Xerox, Canon,
Hewlett-Packard, and Brother. That could have compelled the manufacturers to get involved in the
case.

In the end, Hill and his fellow lawyers at his small Atlanta firm, Hill, Kertscher and Wharton, didn’t
have a lot of fight in them. Two weeks after he filed the third-party complaint, Project Paperless
dropped its lawsuit. No settlement, no deal—they just went away. (As a result, the scanner makers
never actually came to court.)

When Project Paperless dropped its suit, that was the end for Vicinanza and Blue Wave. But
Vicinanza was proud of standing up. He put out a press release describing his saga as a “small
victory in the war against patent abuse.”

BlueWave’s win was hardly the end of the Project Paperless patents, however. Today, those patents
are at the heart of an even more expansive campaign to get cash out of America’s small businesses
for using everyday office equipment.

Steven Hill wouldn't comment on Project Paperless, saying only that his firm declined to discuss what
was a “client matter.” Hill also refused to comment on the new entities sending out AdzPro letters
today, or any links he and his partners have to those companies.

PAGE: * 2 NEXT —

READER COMMENTS 42

Joe Mullin / Joe Mullin has covered the intersection of law and technology — including the world's biggest
Q copyright and patent battles — for a number of years, mostly at The American Lawyer.

i Follow @joemulli
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Project Paperless is dead—Long live AdzPro! And GosNel and FasLan!

BlueWave was the company that went most public in its fight against Project Paperless, but Vicinanza
was hardly the only business owner upset about the situation. An anonymous defendant put up a
detailed website called “Stop Project Paperless,” with information about the patents—and their links to
the Hill, Kertscher and Wharton law firm.

The document trail suggests that partners at that law firm, including name partners Steven Hill and
Scott Kertscher, may have ownership interests in the patent-trolling project through a network of other
shell companies with names like Bonita Sunrise LLC and PCB Intellectual Properties.

Even now, months after its creation, a Google
search for “Hill Kertscher Wharton” brings up the
“Stop Project Paperless” site as the second link;
the site encourages searchers to consider “ending
patent trolling.” The site is registered
anonymously; an interview request sent by Ars
through the site’s contact form received no
response.
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By August, Project Paperless wrapped up its
lawsuits against BlueWave and several other
defendants as well. In September, the company
unloaded its patents to a newly created holding
company called MPHJ Technologies. It underwent a dramatic transformation.

Today, no less than eight different licensing companies now send out a nearly identical letter
demanding payments over the same patents once owned by Project Paperless.

The goal, in part, seems to be keeping the owners of the new project anonymous. The document trail
is murkier, since it isn’t clear who owns MPHJ Holdings. MPHJ is registered as a Delaware company
and does not have to disclose any officers or owners. However, it is possible that at least Steven Hill
and Scott Wharton have some kind of ongoing connection to the new entities. It was Hill and Wharton
who moved the patents from their personal shell companies, Bonita Sunrise and Wexford Holdings,
into MPHJ.

Another aim may be to simply make it harder for target companies to find the “Stop Project Paperless”

website that condemns the project, invites business owners to get in contact, and links the patent-
trolling project to Hill, Kertscher, and Wharton. Searching for "AdzPro" or "GosNel" doesn't produce
much.

Still, the links can'’t totally be eliminated. Those searching for the patent numbers will tend to find
BlueWave's lawsuit, leading to Steven Vicinanza’s press release. In fact, Vicinanza’s attorney, Ann
Fort, has become something of a clearing house for information about the new project.

Through interviews with Fort, independent contact from target companies, and searches at the
Delaware Secretary of State, Ars has learned the patent threats are going out under at least ten
differently named LLCs. Those entities are named AccNum, AllLed, AdzPro, CalNeb, ChaPac,
FanPar, FasLan, FulNer, GosNel, and HunLos.

All the entities send out a letter identical to the one embedded above, with slightly varying licensing
costs. AllLed asks for a $900 per employee payment, for example, while AccNum demands $1,200.

The maze of new entities “makes it difficult for the defense community to share information,” said Fort.
But beyond the gibberish company names, the tactics appear to be extremely similar to those of
Project Paperless: go after small companies least able to pay for legal defense.

“None of these are businesses | would recognize as nationwide—they are regional, at best,” said
Fort, who has been contacted by many since her win on behalf of BlueWave.

At least some of the companies receiving an AdzPro threat letter also receive follow-up contact from
Meaghan Whitehead, an attorney at Texas law firm Farney Daniels. Whitehead didn't respond to
inquires from Ars.

The AdzPro threat: "Conform your behavior" and pay up

The AdzPro letter itself is like a bizarre five-page missive from an alternate dimension. It suggests a
world in which business owners are happily forking over their money in order to “accept the benefits”
of the patented technology.

In this brave new world, any office that has a network with a scanner that connects to computers with
e-mail software, like Outlook or Lotus, is an office that should be paying for AdzPro’s patents.

The letter continues:

You should know also that we have had a positive response from the business community to

7

http://arstechnica.com/tech-policy/2013/01/patent-trolls-want-1000-for-using-scanners/2/[5/24/2013 9:43:35 AM]

craft effective recycling message

LIFE-SAVING PRINT JOB
Doctors save baby’s life with 3D-printed
tracheal implant

YOUR XBOX IS SAFE

Motorola loses ITC patent case, can’t ban
Microsoft’s Xbox

How the Xbox One draws more
Bl processing power from cloud
| _—em computing

XZIBIT APPROVED

Yo dawg, we heard you like Start buttons,
S0 we put one on your mouse

pDArade D . —
Windows.microsoft.com »

Get a Fast & Fluid New Start. Download
Now & Upgrade Your PC! '

Law Office of Paul Lozada

www.criminaldefensesantarosa.com »
Criminal Defense Reasonable Rates ——

Form an LLC in 3 Steps R
www.LegalZoom.com/LLC »
Form a Limited Liability Company.

Featured by Forbes & Entrepreneur

" Adchoices [



Patent trolls want $1,000—for using scanners | Ars Technica

our licensing program. As you can imagine, most businesses, upon being informed that they
are infringing someone’s patent rights, are interested in operating lawfully and taking a license
promptly. Many companies have responded to this licensing program in such a manner. Their
doing so has allowed us to determine that a fair price for a license negotiated in good faith and
without the need for court action is a payment of $3900 per employee. We trust that your
organization will agree to conform your behavior to respect our patent rights by negotiating a
license rather than continuing to accept the benefits of our patented technology without a
license. Assuming this is the case, we are prepared to make this pricing available to you.

The AdzPro demands fly in the face of the real history of innovation in this space. The earliest patent
of that bunch was filed in 1997. Modern scanners have existed since the 1980s, and e-mail was
widespread by the mid-1990s. The Stop Project Paperless site easily found a Ricoh patent that
suggests merging the two technologies and was filed in 1996, predating the earliest Klein patent by a
year.

None of that changes the fact that actually neutralizing the Klein patents would be a very costly legal
endeavor. Confronted with prior art, the owner of the patents would likely dodge by saying his patents
actually cover a very specific kind of network not anticipated by earlier patents or other publications.
That's what makes killing off patents so hard.

It's a lopsided system. When confronted with prior art in court, patent owners can insist on the
narrowness of their patented technology. Yet when they’re sending out demand letters, they can
claim a vast array of everyday business practices is their “property.”

One big difference between the AdzPro network and Project Paperless is that the new entities haven’t
filed any lawsuits, at least not so far. The plan may be to never file suit, but rather to see how many
businesses are intimidated into paying up by letters and e-mails alone.

As problematic as that practice is, it may be a foolproof way for patent owners to score settlements
with relatively little effort. “I think this model is something that's going to recur,” noted Fort.

"This is Legal Department. That's all we can say."

The same address and contact phone number is on every variation of the six-letter entities. The
address is just a mailbox in a UPS store in Newark, Delaware. As for the phone number on the
letters, 855-744-2360—1I called it. The conversation was not enlightening.

“Thank you for calling the legal department,” said a youngish-sounding man. “This is Kevin, how can |
help you?”

| was calling about a letter | was holding from AllLed, | explained. Kevin asked for my letter’s “file
number,” which was the one thing | couldn’t give him—it would have revealed the source from whom |
had received the letter. | told Kevin | was a writer who had been given the letter by someone else. All
| wanted to do was contact AllLed, LLC directly—so how could | do that?

“We don’t have any information on the entities that send the letter,” he said. It was just an answering
service. “We don’t have their contact information.”

“Well, who are you the ‘legal department’ for?” | asked.

“Hmmm,” said Kevin. “Legal department.”

“l don’t get it—is ‘Legal Department’ a real company?” | persisted.
“Hmmm,” said Kevin again. “We’re just Legal Department.”

“Well, you work for someone, right? What company do you work for?”

“This is Legal Department. That's all we can say.”

Use scanners, Wi-Fi, SSL.? We're all infringers now

The tech sector has been seeing a growing flood of patent lawsuits for about a decade now. But in
the history of patent trolls, 2012 may go down as the “year of the user.” The AdzPro letters are a
particularly alarming example of a practice that has become commonplace in the past year or two—
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going after the users of basic technologies.

Other examples abound. It was just over a year ago when Innovatio IP Ventures began suing small
chain hotels and corner coffeeshops, with damage demands of $5,000 or less. That model inspired a
brief stint of negative press coverage, but the lawyers litigating the patents, which originated at
Broadcom, didn’t back down. Well-known patent plaintiffs’ lawyer Ray Niro issued a full-throated
defense of the patents and the licensing tactics earlier this year. And it is clear who he thinks should
pay: absolutely everyone.

“Infringement is widespread," explained Niro in an interview with Gene Quinn, a patent lawyer who
blogs as IP Watchdog. "Virtually every company in the US operates wireless networks, either for their
own internal business operations or as a value-added 'hotspot' service to their guests and patrons."

Other companies that have ramped up campaigns against users of technology in the past year
include TQP Development, which is wielding a patent on the SSL encryption protocol that’'s ubiquitous
on the Web; and ArrivalStar, which is going after public transit systems that increasingly use vehicle-
tracking technology of some sort, although cities rarely invent that technology themselves.

“I really think that is a smart strategy from the perspective of a patent owner,” said the patent litigator
who is monitoring the AdzPro campaign. “They’re sending letters to mom-and-pop shops, most of
whom have zero experience with patents or patent infringement. So, they see the word 'patent' and it
causes a little bit of panic.”

The best strategy for target companies? It may be to ignore the letters, at least for now. “Ignorance,
surprisingly, works,” noted Prof. Chien in an e-mail exchange with Ars.

Her study of startups targeted by patent trolls found that when confronted with a patent demand, 22
percent ignored it entirely. Compare that with the 35 percent that decided to fight back and 18 percent
that folded. Ignoring the demand was the cheapest option ($3,000 on average) versus fighting in
court, which was the most expensive ($870,000 on average).

Another tactic that clearly has an effect: speaking out, even when done anonymously. It hardly seems
a coincidence that the Project Paperless patents were handed off to a web of generic-sounding LLCs,
with demand letters signed only by “The Licensing Team,” shortly after the “Stop Project Paperless”
website went up. It suggests those behind such low-level licensing campaigns aren’t proud of their
behavior. And rightly so.

PAGE: 1

— L+ PROMOTED COMMENTS

Dinglehoser | Ars Tribunus Militum jump to post

(Full disclosure: | am a patent attorney.)

There are some new procedures under the AIA for slamming the banhammer on useless patents and
patent trolls. They are quite expensive, and it's still early - they've only been around since September
- but they are promising.

Piss off the wrong party and a typical patent troll's experience might go something like this:

1. Patent troll gets issued a useless patent (this happens too often, but | digress).

2. Patent troll uses useless patent to threaten Company A with an infringement suit.

3. Company A ignores threats, and patent troll sues.

4. Company A has astute counsel that remembers one of the new post-grant proceedings under the
AlA, and files an appropriate petition for, e.g., post grant review (PGR) of the patent in question.

5. Patent troll tries to run away by withdrawing the complaint.

6. Company A laughs and continues with the PGR process.

7a. Patent troll disappears, doesn't file any responsive briefs/motions, and the patent is invalidated, or
7b. Patent troll tries to fight, but since the patent is so obviously ... well, obvious (or even anticipated)
by the prior art, that no arguments can save them ... and the patent is invalidated (and hopefully the
troll goes bankrupt from the hefty attorney fees).
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AllLed, LLC

40 East Main Street, #19
Newark DE 19711 |
855-744-2360
licensing@all-led.org

QOctober 2, 2012

Re: Allled Patent Licensing Program — File No. -

We are the licensing agent for certain U.S. patents listed below. We have identified your
company as one that appears to be using the patented technology. and we are contacting you to
initiate discussions regarding your need for a license. In this letter, we explain what the patents
cover, how you likely have an infringing system. explain why a licensc is needed, and provide
you the general terms for such a license. We also answer some frequently asked questions, as
well as explain how you can determine whether you do have an infringing system that requires a
license. We should note that we have written you with the understanding that you are the proper
person to contact on behalf oﬁf you are not the proper person to handle
this matter on behalf of the company, please provide this letter to the proper person, and notify us
so that we may update our records and contact them directly in the future.

To turn to the matter at hand, the patents for which we are the licensing agent are listed
below. The list includes both issued U.S. patents, as well as a patent application which is
expected to issue in the future as an additional U.S. patent.

1. U.S. Pat. No. 7,986,426 (“Distributed Computer Architecture And Process For Document

Management™);

2. U.S. Pat. No. 7,477,410 (“Distributed Computer Architecture And Process For Virtual
Copying™);

3. U.S. Pat. No. 6,771,381 (“Distributed Computer Architecture And Process For Virtual
Copying”);

4. U.S. Pat. No. 6,185,590 (“Process And Architecture For Use On Stand-Alone Machine
And In Distributed Computer Architecture For Client Server And/Or Intranet And/Or
Internet Operating Environments™); and

5. 13/182,857 filed July 14, 2011 (“Distributed Computer Architecture And Process For
Document Management™).

You can find and review each of the issued patents listed above at www.google.com/patents.
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Page 2

As you may know, a patent’s scope is defined by its claims, and you will see that each of the
above-listed patents have different claims. While those differences matter and mean each patent
is distinct, the patents listed above do, as a group, generally relate to the same technology field,
and cover what at the time was a groundbreaking distributed computer architecture and process
for digital document management. An illustrative embodiment of the architecture of the patents
is provided in Figure 28, which is reproduced here for your reference.
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Fig. 28

A good example of an infringing system, and one your company likely uses, is an office
local area network (“LAN”) which is in communication with a server, employee computers
having email software such as Outlook or Lotus, and a third-party scanner (or a multi-function
printer with scanning functionality) which permits the scanning of a document directly to
employee email address as a pdf attachment. Such a system would be a typical example of what
infringes. There are other examples listed further below.

We note here that the scope of the patents is technically defined by the claims, and the
language of the claims defines the legal scope of the patents. The more generalized examples
provided in this letter are for your convenience and should not be considered exact substitutes for
the more detailed claims. As such, you may find it useful to consider, as illustrative examples,
claims 1-5 of the '426 Patent. Reviewing those you can see that the patent claims are directed to
a system having a digital copier/scanner/multifunction device with an interface to office
equipment (or to the web) and related software, for scanning or copying and transmitting images
electronically to one or more destinations such as email, applications or other local files.
Coverage of this type of system, and of the more generally worded example in the previous
paragraph, is further reflected in claims 1, 8 and 15 of the '410 Patent, claims 12 and 15 of the
'381 Patent, and claims 9 and 16 of the '590 Patent. Obviously each claim is separately drafted
and you should consider the scope of each claim separately.

To assist you in confirming that you need a license, we provide illustrative examples of
infringing systems below in the form of a brief set of fact checklists that you can use to
determine if your system is one for which you should contact us about a license. If you can
answer “YES” to each question under any of the scenarios A through C below, then you should
contact us promptly.
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A. Internetworking of Scanner/MFP and Email (SMTP, IMAP, POP3)

Yes No
o o 1
o o 2
o o 3
o o 4

Does your company use document scanning equipment that is network
addressable (i.c., it has an IP address and can communicate on your network);

Does your company use Microsoft Exchange/Outlook, Lotus Domino/Notes
or a comparable system for company email;

Are at least some of your employees' email addresses loaded into the scanner,
so that you can select to whom you wish to send a scanned document by
email; or, alternatively, can you manually input an employee’s email address
into the scanner to whom you wish a scanned document to be sent; and

Can you cause your scanner to transform your paper document to a .pdf file,
and have it automatically transmitted to one or more of your employees by
email. By automatically, we mean that pressing a "Start” or "Go" button
instigates both the copying of the document and the automatic transmission of
the document to its intended destination (such as a Microsoft Outlook email
inbox).

B. Scanner/MFP and Sharepoint (HTTP and HTTPS)

Does your company use document scanning equipment that is network
addressable (i.e., it has an IP address and can communicate on your network);

Does your company use Microsoft Sharepoint; and

Is your scanner equipment configured so that you can scan a document and
automatically transmit it to a Sharepoint site address.

C. Scanner/MFP and FTP/SFTP Site

Does your company use document scanning equipment that is network
addressable (i.e., it has an IP address and can communicate on your network);

Does your company use File Transfer Protocol and/or Secure File Transfer
Protocol; and

[s your scanner equipment configured so that you can scan a document and
automatically transmit it to an FTP or SFTP site.

Our research, which includes review of several marketplace trends and surveys, including
various IDC reports, Infotrends reports and market share analyses, as well as a recent survey of
an IT service company about the internal network environments of its clients, has led us to the
conclusion that an overwhelming majority of companies like yours utilize systems that are set up
to practice at least one of scenarios A through C above. Indeed, such practices are now standard
in many industries. As a common example, our investigation has shown that most businesses
have migrated to the usage of corporate email servers running Exchange or Lotus Domino/Notes
and have further incorporated digital scanning into their workflows.

12
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As your organization almost certainly uses in its day-to-day operations digital
copier/scanner/multifunction equipment which is interfaced to a separate central office computer
(an office network), so that digital images may be scanned and transmitted to one or more
destinations such as email accounts and other applications, you should enter into a license
agreement with us at this time. ' ’

If you believe you are in the unusual position of not having a system that can practice any
of scenarios A through C outlined above, or otherwise avoids the requirements of the patent
claims, please contact us so we may discuss means for confirming that. Upon appropriate
confirmation, we would agree you have no need of a license and would not intend to pursue the
matter further unless circumstances changed in a way to warrant reopening a reasonable inquiry.
The materials we likely would require could include copies of the user manuals for your office
copying/scanning equipment, along with the IP addresses and 2012 daily activity logs for each of
them, as well as the registry of each of the email servers and file servers used in your company.
These would allow us to determine whether we agree with your assessment. Of course, we are
willing to treat any information you provide us as confidential and we will sign a non-disclosure
agreement to that effect if you so desire. We should note that the examples A through C above
are not an exhaustive list of the systems which may infringe, and that it may be determined that
your system nevertheless requires a license even if it does not exactly fit one of the more
common examples we have provided in this letter. However, when you provide us with the
above information, we will be able to make that determination and explain that situation to you,
if it exists.

You should know also that we have had a positive response from the business community
to our licensing program. As you can imagine, most businesses, upon being informed that they
are infringing someone’s patent rights, are interested in operating lawfully and taking a license
promptly. Many companies have responded to this licensing program in such a manner. Their
doing so has allowed us to determine that a fair price for a license negotiated in good faith and
without the need for court action is a payment of $900 per employee. We trust that your
organization will agree to conform your behavior to respect our patent rights by negotiating a
license rather than continuing to accept the benefits of our patented technology without a license.
Assuming this is the case, we are prepared to make this pricing available to you.

As part of our licensing program, we have received certain common inquiries that
frequently are asked. In anticipation that you might have some of those same questions, and with

an interest in addressing those sooner than later, we wish to provide some additional information
as well.

One common question we have been asked is why we are not contacting the
manufacturers of the scanning equipment or application software directly. The answer is our
patent rights do not claim any scanning equipment, network file systems, FTP or Sharepoint
sites, or email systems alone. Instead, our patent rights are addressed to end user enterprise
systems which use network scanners or MFPs interoperably with other software/systems in order
to practice the patented solution. As such, we would not, and do not, expect any manufacturer of
a particular piece of equipment or software to accept any responsibility for the infringement
created by the overall system, of which their product is only a part. Further, we expect that if you
review your own agreements with these manufacturers, you will find that likewise they do not
owe you any duty to indemnify you for situations where you combine a piece of equipment or
software with other equipment or software to make a larger, more integrated (and useful) system.
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Another common question is whether (or why) you have been singled out to receive this
letter, as you may believe there are other companies like you that have not been contacted. Our
response to that is to assure you that we have an ongoing vigorous licensing program that is
being handled as promptly as possible, and that we fully expect to address the companies who
are in need of a license. That said, your infringement of the patent rights is not justified by the
infringement by others, as we are sure you understand.

We do invite you to consult with a patent attorney regarding this matter. Patents are
exclusive property rights granted by law, and there can be serious consequences for infringement.
Infringers who continue to infringe in the face of an objectively high risk of infringement of a
valid patent can be forced to pay treble (triple) the actual damages, as well as the patent owner's
litigation costs, including all attorney's fees.

Please let us hear from you within two weeks of the date of this letter, so that we may
agree with you upon an appropriate license arrangement if one is needed. You may answer by
contacting us by mail, phone. or email at the address provided at the start of this letter. We look
forward to hearing from you.

Sincerely,

The Licensing Team

Allled, LLC
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STATE OF VERMONT

SUPERIOR COURT
e 'WASHINGTON UNIT
[ ' )
STATE OF VERMONT, ) CIVILDIVISION
Plaintiff ) Docket No. A5 3- S {2 lom e
)
V. )
)
MPH] TECHNOLOGY INVESTMENTS, LLC )
Defendant )

CONSUMER PROTECTION COMPLAINT

I. Introduction

1. The Vermont Attorney General brings this suit under the Vermont Consumer
Protection Act, 9 V.S.A. §§ 2451 et seq. in response to consumer fraud violations by
Defendant MPH] Technology Investments, LLC. Defendant has engaged in unfair and
deceptive acts by sending a series of letters to many small businesses and non-profit
organizations in Vermont. The letters threaten patent litigation if the businesses do not
pay licensing fees. The Attorney General seeks injunctive relief, restitution and other

compensation to consumers, civil penalties, fees and costs, and other appropriate relief.

II. Parties, Jurisdiction and Related Matters

2. Defendant MPH] Technology Investments, LLC (“MPH] Technology”) is a
Delaware Limited Liability Company that claims to be located at 1220 North Market Street,
Ste. 806, Wilmington, Delaware 19801. This is the address of Registered Agents Legal
Services, LLC, MPH] Technology’s registered agent in Delaware.

3. MPH] Technology operates in Vermont through forty wholly-owned shell

su'bsidiary companies: AbsMea, LLC; AccNum, LLC; AdzPro, LLC; BarMas, LLC; BetNam,
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LLC; BriPol, LLC; BruSed, LLC; BunVic, LLC; CalLad, LLC; CalNeb, LLC; CapMat, LLC; ChaPac,
LLC; CraVar, LLC; DayMas, LLC; DesNot, LLC; DreOcc, LLC; DucPla, LLC; ElaMon, LLC;
EntNil, LLC; EquiVas, LLC; FanPar, LLC; FasLan, LLC; FolNer, LLC; FraMor, LLC; GimVea,
LLC; GosNel, LLC; GraMet, LLC; HadOpp, LLC; HanMea, LLC; HarNol, LLC; HeaPle, LLC;
InaNur, LLC; InkSen, LLC; IntPar, LLC; IsaMai, LLC; JamVor, LLC; JitNom, LLC; JonMor, LLC;
JudPur, LLC; and JusLem , LLC (collectively, the “Shell LLCs"). Each of the Shell LLCsis a
Delaware Limited Liability Company that claims to be located at 40 East Main Street, #19,
Newark, Delaware 19711, a UPS Store.

4. Jay Mac Rust, a Texas attorney, is the manager of MPH]J Technology. Calls from
letter recipients to any Shell LLC are directed to Mr. Rust if there is a significant problem.

5. Mr. Rust is also the signatory of every patent’s “Exclusive License Agreement”
between MPHJ Technology and each Shell LLC. He has signed each agreement on behalf of
both MPH] Technology and the Shell LLC.

6. MPH] Technology controls the operations of the Shell LLCs.

7. Atall times relevant to this Complaint, Defendant MPH] Technology did
business in Vermont and solicited payments from Vermont consumers through its wholly
owned subsidiaries.

8. The Vermont Attorney General is authorized under the Vermont Consumer
Protection Act, 9 V.S.A. § 2458(b), to sue to enforce the Act’s prohibitions on unfair and
deceptive acts and practices in commerce.

9. This Court has personal jurisdiction over Defendant and is the proper venue for
this action, based on the unfair and deceptive letters sent, or otherwise authorized, by

Defendant throughout Vermont, including in Washington County.
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10. This action is in the public interest.

I11. Statutorv Framework

11. The Vermont Consumer Protection Act, 9 V.S.A. § 2453(a), prohibits unfair and
deceptive acts and practices in commerce.

12. Businesses are considered consumers under the Vermont Consumer Protection
Act, except where the goods or services at issue are being resold by the business.

13. The acts described below, and summarized in paragraphs 14-54, constitute

unfair and deceptive acts and practices in commerce.

IV. Facts

14. Since September 2012, numerous Vermont small businesses have received
letters from one of the Shell LLCs.

15. Defendant, acting through the Shell LLCs, has sent similar letters to hundreds or
thousands of businesses outside Vermont.

16. One Vermont recipient of the letters was Lincoln Street, Inc., a Springfield,
Verrﬁont non-profit that operates on state and federal funding to bring home care to
developmentally disabled Vermonters. Another Vermont recipient was ARIS Solutions, a
non-profit that provides fiscal agent services to Vermonters with disabilities to assist them
with daily living tasks.

17. The letters allege potential infringement of MPH] Technology’s patents, and
request that the recipients either purchase licenses or confirm that they are not infringing

the patents. See Exs. A-C.
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18. The patents that Defendant owns and that are referenced in these letters sent to
Vermont businesses were previously the subject of litigation brought by the prior owner of
the patents. Those lawsuits were voluntarily dismissed by the patent-holder prior to any
determination of their validity. No court has ruled on the validity of the patents.

19. The earliest patent referenced in these letters was filed in 1998 and issued in
2001.

20. On information and belief, no attempt to enforce the patents occurred until
2012.

21. Exhibit A is a redacted copy of the first letter sent to targeted businesses.

22. The first letter began, “We have identified your company as one that appears to
be using the patented technology.”

23. The first letter further stated:

You should know also that we have had a positive response
from the business community to our licensing program. As you
can imagine, most businesses, upon being informed that they
are infringing someone’s patent rights, are interested in
operating lawfully and taking a license promptly. Many
companies have responded to this licensing program in such a
manner. Their doing so has allowed us to determine that a fair
price for a license negotiated in good faith and without the
need for court action is payment of [$900 -~ $1200] per
employee.

24. The first letter demanded that if the recipient business did not believe it was
infringing, it fill out a questionnaire and produce extensive and burdensome

Office of the documentation to prove that it was not infringing. See Ex. A, p. 4, para 2.
ATTORNEY
GENERAL
109 State Street
Montpelier, VT

05609 Vermont businesses.

25. Exhibit B is a redacted copy of the third letter in the series of letters sent to
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26. Exhibit C is a redacted copy of a draft complaint sent to Vermont businesses with
the second or third letter.

27.The second and third letters were sent by a Texas law firm, Farney Daniels LLP
(“Farney Daniels”). The second and third letters state that Farney Daniels is sending the
letters on behalf of the Shell LLC that sent the first letter.

28. These later letters claimed that, because the recipients did not respond to the
first, or first and second, letters, it was reasonable to assume that the recipient was
infringing the patents, and Defendant had therefore retained patent counsel.

29. Some businesses that have complained to the Attorney General never received
the first or second letters, and only received a third letter that referred to the prior letters.
30. The second letter stated that Farney Daniels’ representation can involve
litigation, which could be avoided if the recipient were to respond in two weeks to discuss

licensing the patents.

31. The third letter twice promised to bring litigation:

[1}f we do not hear from you within two weeks from the date of
this letter, our client will be forced to file a Complaint against

you for patent infringement in Federal Court where it will
pursue all of the remedies and royalties to which it is entitled. .

[W]e must hear from you within two weeks of the date of this
letter. Given that litigation will ensue otherwise, we again
encourage you to retain competent patent counsel to assist you

in this matter. (Emphasis in original).

Office of the 32. The third letter, and sometimes the second letter, attached a draft complaint
ATTORNEY
GENERAL against the receiving business, naming the Shell LLC that sent the letter as the plaintiff. See
109 State Street ’ .
Montpelier, VT
05609 Exhibit C.
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33. Defendant states in the letters that it will target additional Vermont businesses
as part of its “ongoing vigorous licensing program.”

34. The three letters Defendant sent to Vermont businesses contain statements that
are false, deceptive, and likely to mislead the businesses that received them.

35. On information and belief, Defendant performed little, if any, due diligence to
confirm that the targeted businesses were actually infringing its patents prior to sending
these letters.

36. Defendant targeted small businesses in commercial fields that were likely
unrelated to patent law.

37.0n information and belief, Defendant has not received a positive response from
the business community to its licensing program.

38. Nationwide, only a tiny fraction of the businesses that have received these
letters, not “many” or “most,” have purchased licenses.

39. The actual average licensing fee negotiated by Defendant was less than $900.

40. A business that receives a letter from a law firm that mentions the possibility of
litigation is reasonably likely to infer that the threat of potential litigation is real.

41. Neither Defendant nor any Shell LLC has filed a single lawsuit in Vermont or any
other state.

42.0ver 130 days have passed since Vermont businesses began receiving letters
promising that they would be sued if they did not respond within two weeks.

43. On information and belief, at the time the third letters were sent, and

Defendant’s counsel promised to sue the recipient businesses, Defendant had not engaged
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in any further investigation of the recipient businesses or determined that the businesses
were actually infringing its patents.

44, At the time the letters were sent to Vermont businesses, Defendant had not
retained local Vermont counsel, as would be needed to prepare for litigation in Vermont.

45. Obtaining an opinion from qualified patent counsel as to whether a patent is
valid and whether a potential patent-infringement action is likely to succeed can cost
thousands of dollars, and can exceed the cost of the requested licenses.

46. Even an unsuccessful patent-infringement action may cost the defendant in
excess of $1-2 million if the defendant chooses not to settle.

47.In certain circumstances, defendants in patent litigation may be able to recover
their costs from plaintiffs, but that requires first enduring the entirety of the litigation.

48. If the defendant in a patent lawsuit successfully moves for an award of fees and
costs, but the plaintiff is an undercapitalized shell company, the defendant will not be
reimbursed for the costs of litigation.

49. In the letters sent to Vermont businesses, each Shell LLC claimed to possess an
exclusive license, which would permit it to enforce the patents against businesses within a
specific geographic area and commercial field.

50. Each Shell LLC was actually assigned a combination of geographic and
commercial fields that was identical to at least one other Shell LLC.

51. Given the overlapping assignments, the Shell LLCs do not possess exclusive

licenses.
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52. The Shell LLCs mostly targeted businesses in Vermont that were located outside
the geographic regions in which the Shell LLCs claimed to be legally permitted to enforce
the patents.

53. Despite the reasonable inference that counsel sending a letter threatening
litigation has reviewed the case and found it meritorious in accordance with his or her
professional and ethical obligations, on information and belief, that review did not take
place.

54. Defendant acted in bad faith by sending these letters to Vermont businesses.

V. Cause of Action: Unfair and Deceptive Trade Practices

55. Plaintiff realleges and incorporates by reference herein each and every
allegation contained in the preceding paragraphs 1 through 54.

56. Defendant engaged in unfair trade practices in commerce in violation of the
Vermont Consumer Protection Act, 9 V.S.A. § 2453(a), including:

a. Stating that litigation would be brought against the recipients, when
Defendant was neither prepared nor likely to bring litigation;

b. Usinglegal counsel to imply that Defendant had performed a sufficient
pre-suit investigation, including investigation into the target businesses
and their potentially infringing activities, that would be required to justify
filing a lawsuit;

c. Targeting small businesses that were unlikely to have the resources to
fight patent-litigation, or even to pay patent counsel;

d. Sending letters that threatened patent-infringement litigation with no

independent evidence that the recipients were infringing its patents;
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e. Shifting the entire burden of the pre-suit investigation onto the small
businesses that received the letters;

f. Propounding burdensome information demands on any business that
claimed not to infringe the patents; and

g. Using shell corporations in order to hide the true owners of the patents,
avoid liability, and encourage quick settlements.

57. Defendant engaged in deceptive trade practices in commerce in violation of the
Vermont Consumer Protection Act, 9 V.S.A. § 2453(a), by making deceptive statements in
the threatening letters which would likely lead consumers to believe the following:

a. VDefendant would sue the target businesses if they did not respond within
two weeks;

b. Defendant would sue the target businesses if they did not pay money;

c. Defendant had a reasonable basis for identifying the target businesses as
infringing it_s patents;

d. Subsidiary Shell LLCs were exclusive licensees able to enforce the
patents;

e. Target companies were within the sending Shell LLC’s alleged area of
exclusivity;

f. Defendant’s licensing program had received a positive response from the
business community;

g. Many or most businesses were interested in promptly purchasing a

license from Defendant;
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h. Based on prior licensing agreements, the fair price of a license was
between $900 and $1200 per employee;
i. Target businesses were receiving a third letter, which refers to two prior

letters, when in many cases recipients had received no prior letters.

WHEREFORE Plaintiff State of Vermont requests judgment in its favor and the
following relief:

1. A permanent injunction prohibiting Defendant from engaging in any business
activity in, into or from Vermont that violates Vermont law.

2. A permanent injunction requiring Defendant to stop threatening Vermont
businesses with patent-infringement lawsuits.

3. Full restitution to all Vermont businesses who suffered damages due to
Defendant’s acts.

4, Civil penalties of up to $10,000.00 for each violation of the Consumer Protection
Act.

5. The award of investigative and litigation costs and fees to the State of Vermont.

6. Such other relief as the Court deems appropriate.
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Dated: May 8, 2013
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Exhibit A

HarNol, LLC

40 East Mgin Street, #19
Newsark DE 19711

866-320-8371
hﬁ W ol.org

We are the licensing agent for certain U.S. patents listed below. We have identified your
company as one that appears to be using the patented technology, and we are contacting you to
initiate discussions regarding your need for a license. In this letter, we explain what the patents
cover, how you likely have an infringing system, explain why a license is needed, and provide
you the general terms for such a license. We also answer some frequently asked guestions, as
well as explain how you can determine whether you do have an infringing system that requires a
license. We should note that we have written you with the understanding that you are the proper
person to contact on behalf of nyou are not the proper person to handle this
matter on behalf of the company, please prow: is letter to the proper person, and notify us so
that we may update our records and contact them directly in the future.

To turn to the matter at hand, the patents for which we are the licensing agent are listed
below. The list includes both issued U.S. patents, as well as & patent application which is
expected to issue in the future as an additional U.S, patent.

1. U.S.Pat. No. 7,986,426 (“Distributed Computer Architecture And Process For Document

Management™);

2. U.S. Pat. No. 7,477,410 (“Distributed Computer Architecture And Process For Virtual
Copying™);

3. U.S. Pat. No. 6,771,381 (“Distributed Computer Architecture And Process For Virtual
Copying”);

4. U.S. Pat. No. 6,185,590 (*Process And Architecture For Use On Stand-Alone Machine
And In Distributed Computer Architecture For Client Server And/Or Intranet And/Or
Internet Operating Environments™); and

5. 13/182,857 filed July 14, 2011 (“Distributed Computer Architecture And Process For
Document Management™).

You can find and review each of the issued patents listed above at waww.google.com/patents.
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As you may know, a patent’s scope is defined by its claims, and you will see that each of the
above-listed patents have different claims. While those differences matter and mean each patent
is distinct, the patents listed above do, as & group, generally relate to the same technology field,
and cover what at the time wes a groundbreaking distributed computer architecture and process
for digital document management. An illustrative emnbodiment of the architecture of the patents
is provided in Figure 28, which is reproduced here for your reference.
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A good exampie of an infringing system, and one your company likely uses, is an office
iocal area network (“LAN") which is in communication with a server, employee computers
having email software such as Outlook or Lotus, and a third-party scanner (or a multi-function
printer with scanning functionality) which permits the scenning of a document directly to
employee email address as a pdf attachment. Such a system would be & typical example of what
infringes. There are other examples listed further below.

We note here that the scope of the patents is technically defined by the claims, and the
language of the claims defines the legal scope of the patents. The more generalized examples
provided in this letter are for your convenience and should not be considered exact substitutes for
the more detailed claims. As such, you mey find it useful to consider, as illustrative examples,
claims 1-5 of the '426 Patent. Reviewing those you can sec that the patent claims are directed to
a system having a digital copier/scanner/multifunction device with an interface to office
equipment (or to the web) and related software, for scanning or copying and transmitting images
electronicallly to one or more destinations such as email, epplications or other local files.
Coverage of this type of system, and of the more generally worded example in the previous
paragraph, is further reflected in claims 1, 8 and 15 of the '410 Patent, claims 12 and 15 of the
381 Patent, and claims 9 and 16 of the 'S90 Patent. Obviously each claim is separately drafted
and you should consider the scope of each claim separately.

To assist you in confirming that you need a license, we provide illustrative examples of
infringing systems below in the form of a brief set of fact checklists that you can use to
determine if your system is one for which you should contact us sbout a license. If you can
answer “YES” to each question under any of the scenarios A through C below, then you should
contact us promptly.
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A. Internetworking of Scanner/MFP and Email (SMTP, IMAP, POP3)
Yes No

o © 1. Does your company use document scanning equipment that is network
addressable (i.e., it has an IP address and can communicate on your network);

o 0 2. Does yow company use Microsoft Exchange/Outlook, Lotus Domino/Notes
or a comparable system for company email;

D O 3. Areatleast some of your employees' email addresses loaded into the scanner,
so that you can select to whom you wish to send a scanned document by
email; or, alternatively, can you manually input an employee’s email address
into the scanner to whom you wish a scanned document to be sent; and

0 o 4. Canyou cause your scanner to transform your paper document to a .pdf file,
and have it automatically transmitted to one or more of your employees by
email. By automatically, we mean that pressing a "Start" or "Go" button
instigates both the copying of the docurment and the automatic ransmission of
the document to its intended destination (such as a Microsoft Outlook email
inbox).

B. Scanner/MFP and Sharepoint (HTTP and HTTPS)

o o 1. Does your company use document scanning equipment that is network
addressable (i.e., it has an [P address and can communicate on your network);

o o 2. Does your company use Microsoft Sharepoint; and

D D 3. Isyour scanner equipment configured so that you can scan a document and
automatically transmit it to a Sharepoint site address.

C. Scanner/MFP and FTP/SFTP Site

o o 1. Does your company use document scanning equipment that is network
addressable (i.e., it hes an [P address and can communicate on your network);

o o 2. Does your company use File Transfer Protocol and/or Secure File Transfer
Protocol; and

o o 3. Isyour scanner equipment configured so that you can scan a document and
automatically transmit it to an FTP or SFTP site.

Our research, which includes review of several marketplace trends and surveys, including
various IDC reports, Infotrends reports and market share analyses. as well as a recent survey of
an IT service company about the internal network environments of its clients, has led us to the
conclusion that an overwhelming majority of companies like yours utilize systems that are set up
to practice at least one of scenanos A through C above. Indeed, such practices are now standard
in many industries. Asa common example, our investigation has shown that most businesses
have migrated to the usage of corporate email servers running Exchange or Lotus Domino/Notes

and have further incorporated digital scanning into their workflows.
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As your organizaton almost certainly uses in its day-to-dey operations digital
copier/scanner/multifunction equipment which is interfaced to & separate central office computer
(an office network), so that digital imeges may be scanned and transmitted to one or more
destinations such as email accounts and other applications, you should enter into a license
agreement with us at this time.

If you believe you are in the unusual position of not having a system that can practice any
of scenarios A through C outlined above, or otherwise avoids the requirements of the patent
claims, please contact us so we may discuss means for confirming that. Upon appropriate
confirmation, we would agree you have no need of a license and would not intend to pursue the
matter further unless circumstances changed in a way to warrant reopening a reasonable inquiry.
The materials we likely would require could include copies of the user manuals for your office
copying/scanning equipment, along with the [P addresses and 2012 daily activity logs for each of
them, as well as the registry of each of the email servers and file servers used in your company.
These would allow us to determine whether we agree with your assessment, Of course, we are
willing to treat any information you provide us as confidential and we will sign a non-disclosure
agreement to that effect if you so desire. We should note that the examples A through C above
are not an exhaustive iist of the systems which may infringe, and that it may be determined that
your system nevertheless requires & license even if it does not exactly fit one of the more
common examples we have provided in this letter. However, when you provide us with the
above information, we will be eble to make that determination and explain that situation to you,
if it exists.

You should know also that we have had a positive response from the business community
to our licensing program. As you can imagine, most businesses, upon being informed that they
are infringing someone’s patent rights, are interested in operating lawfully and taking a license
promptly. Many companies have responded to this licensing program in such a manner. Their
doing so has allowed us to determine that a fair price for a license negotiated in good faith and
without the need for court action 1s a payment of $1,000 per employee. We trust that your
organization will agree to conform your behavior to respect our patent rights by negotiating a
license rather than continuing to accept the benefits of our patented technology without & license.
Assuming this is the case, we are prepared to make this pricing available to you.

As part of our licensing program, we have received certain common inquiries that
frequently are asked. In anticipation that you might have some of those same questions, and with
an interest in addressing those sooner than later, we wish to provide some additional information
as well.

One common guestion we have been asked is why we are not contacting the
manufacturers of the scanning equipment or application software directly, The answer is our
patent rights do not claim any scanning equipment, network file systems, FTP or Sharepoint
sites, or email systems alone. Instead, our patent rights are addressed to end user enterpnise
systems which use network scanners or MFPs interoperably with other software/systems in order
to practice the patented solution. As such, we would not, and do not, expect any manufacturer of
a particular piece of equipment or software to accept any responsibility for the infringement
created by the overall system, of which their product is only a part. Further, we expect that if you
review your own agreements with these manufacturers, you will find that likewise they do not
owe you any duty to indemnify you for situations where you combine a piece of equipment or
software with other equipment or software to make a larger, more integrated (and useful) system.
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Another common guestion is whether (or why) you have been singled out to receive this
letter, as you may believe there are other companies like you that have not been contacted. Our
response to that is to essure you that we have an ongoing vigorous licensing program that is
being handled as promptly as possible, and that we fully expect to address the companies who
are in need of 2 license. That said, your infringement of the patent rights i1s not justified by the
infringement by others, as we are sure you understand.

We do invite you to consult with a patent attorney regarding this matter. Patents are
exclusive property rights granted by law, and there can be serious consequences for infringement.
Infringers who continue to infringe in the face of an objectively high risk of infringement of a
valid patent can be forced to pay treble (triple) the actual damages, as well as the patent owner's
litigation costs, including all attorney's fees.

Please let us hear from you within two weeks of the date of this letter, so that we may
agree with you upon an appropriate license arrangement if one is needed. You may answer by
contacting us by mail, phone, or email at the address provided at the start of this Jetter. We look
forward to hearing from you.

Sincerely,

David Martin
HarNol, LLC
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FARNEY DANIELS LLP

Sllieon Valiey B0O South Austin Ave., Suits 200 Delaware
Dallas Georgetown, Texes 78625-5845

; Austin/Georgetown
www.farneydaniels.com

Via First Class Mall

Re: R
I

Dear

We write with respect to the patent licensing efforts of our client, EntNil, LLC. This is
the third letter you have received on this topic. The first letter, sent to you some time ago,
provided a detailed explanation of what our client's patents cover, how you likely have an
infringing system and therefore require a license, and provided you with the general terms for
such a license, We then wrote you several weeks ago, noting that our client had pot received a
response from you, and had turned the matter over to us in hopes that we ‘would be able to work
out a license agreement. Both letters advised you to seek patent counsel for assistance. As you
have not contacted us to explain that you do not have an infringing system, we reasonably can
only assume that the system you are using is covered by the patents. In that case, you do need a
license,

Accordingly, if we do not hear from you within twe weeks from the date of this letter,
our client will be forced to file a Complaint against you for patent infringement in Federal
District Court where it will pursue all of the remedies and royalties fo which it is entitled. The
Complaint is attached, so that you may review it and show it to your counsel. Please note that
we reserve the right to modify the Complaint, including adding additional patents, before we
file. While our client would like to avoid litigation, it takes its licensing responsibilities
seriously, as well as its responsibilities to protect the interests of all the companies who have
already taken the proper step of obtaining a license. As stated in both the first and second
letters you received, our client has no interest in seeking a license from someone who does not
infringe. To reiterate this point one last time, if your company does not use a system covered
by the patents, we urge you to contact us to confirm non-infringement so that we may
discontinue our correspondence with you and avoid the unnecessary expense associated with a
lawsuit.

In the far more likely scenario that you do need a license, we are prepared to work with
you to reach an agreement on reasonable terms, but we must hear from you within two weeks
of the date of this letter. Given that Litigation will ensue otherwise, we again encourage you to
retain competent patent counsel to assist you in this matter. If you have already retained patent
counsel, please forward this letter to them and inform us of your choice of counsel so that we
may direct all future correspondence to them.

You may contact me at (512) S08-8481,

Sincerely,

WM@M@

Maeghan Whitehead
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IN THE UNITED STATES DISTRICT COURT

EntNil LLC

Plaintiff,
o Civil Action No.

JURY TRIAL REQUESTED

Defendant, ]

COMPLAINT

Plaintiff EntNil, LLC ("EntNil" or "Plaintiff"), by way of Complaint against Defendant

_or "Defendant"), hereby alleges as follows:

NATURE OF THE ACTION

1. This is an action for patent infringement arising under the Patent Laws of the
United States, 35 U,85.C. §§ 1, ef seq.
THE PARTIES
2. Plaintiff EntNi] is a- limited liability company organized under the laws of

Delaware with its principal place of business at 40 East Main Street, #19, Newark, DE 19711,

3.

JURISDICTION AND VENUE

4, This is an action for patent infringement arising under the patent laws of the
United States, Title 35 of the United States Code, This Court has jurisdiction over the subject
matter. of this action under 28 U.S.C. §§ 1331 and 1338(a). Venue is proper in this judicial

district under 28 U.S.C. §§ 1391(b&c) and 1400(b).
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5. This Court has parsonal jurisdiction over Defendant for et least the following
reasons: (i) _ha,s. upon information and belief, knowingly and intentionally
committed acts of patent infringement at least in this District and (i) _rcgularly
does business or solicits business, engages in other persistent courses of conduct, and/or derives
substantial revenue from products and/or services provided to individuals in this District.

RELEVANT FACTS

6. This is a case where the Plaintiff owns valuable patent rights through a
combination of issu_cd patents and patents pcndiné which cover thé Defendant's ability to operate
an information tcchr.mlogy system within which its employees are able to scan a document into
such things as (a) an email attachment, including transmittal of the attachment over a local area
network or across the Internet; (b) a digital document file format, transmitted over a Jocal area
network or across the Internet, including stonige of the document into its network files so that it
can be accessed by Defendant's employees through one or more software applications; (¢) 2
digital document, including transmitta) of the document to a Sharepoint site or an FTP site.
These patent rights are valuable because of the efficiencies they add to the workplace via the fast,
reliable transmission of data without the added cost, deley and unreliability of paper-based
systems of the prior art,

7. Defendant obtained this technology by integrating hardware, software and other
equipment provided by various companies, none of which individually are accused of infringing
the Plaintiff's patent rights. However, the Defendant has brought these diverse elements together
into a data management system that infringes Plaintiff's patent rights.

8. Plaintiff has previously communicated in writing with Defendant about its patent

rights, including setting forth its view that Defendant should take a license to one or more of its
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patents. Defendant hes not denied the use of the infringing technology, but has thus far been
unwilling to share any of its own business information requested by Plaintiff, and heas
furthermore failed to cease its illegal theft of PlaintifP's patent rights.

9, Upon information and belief, Defendant has created and maintains a system for
collecting, storing and accessing information.,

10.  Upon information and belief, Defendant utilizes a network addresseble scanner
and or a network addressable multifunction device (each of which is hereby described es an "[P
scanner”). The [P scanner is capable of scanning paper into a digital form. Said IP scenner has
its own [P address. 1t is conﬁgurcd so that various employee email addresses may be inputted
into it in advance. Said IP scanner also includes a user interface which permits the user to input,
inter alia, an intended recipient's email address, and then to press a button, which in turn triggers
the scanning of paper into a digitally-formatted file that is automatically emailed to the intended
recipient's email address. Upon information and belief, such IP scanner is configured to support
similer related functionality such as scanning a document into a digital file that it transmitted to a
Sharepoint site and/or to an FTP site, where it may be accessed by one or more of Defendant's
employees. To be clear, Plaintiff is not alleging or contending that IP scanner equipment alone
infringes any patent rights.

11, Upon information and belief, Defendant utilizes within its IT infrastructure an
email system. Upcn information and belief, Defendant utilizes Microsoft Exchenge and
Outlook, which runs on at Jeast one server, in order to aid the process of communicating a digital
image from an IP scanner to an intended email destination. Again, Plaintiff is not alleging or
contending that these Microsoft products (or servers running them) by themselves infringe any

patent rights.

34




12, Upon information and belief, Defendant utilizes ap IP scanner capable of scanning
paper into a digital form. Said IP scanner includes a user interface which permits the user of the
IP scanner to input, infer alia, an intended network file destination, and to then press a button,
which in tumn triggers the scanning of paper into a digitally-formatted file that is automatically
transmitted to and stored within the designated network file destination. To be clear, Plaintiff is
not alleging or contending that the IP scanner equiprnent alone infringes any patent rights.

13, Upon information and belief, Defendant utilizes Microsoft Windows in a client
server configuration, in order to aid the process of communicating a digital image from a
scanner/copier 10 an intended file destination accessible to a file server. Again, Plaintiff is not
alleging or contending that these Microsoft products (or server running Microsoft products) by
themselves infringe any patent rights.

COUNT 1 - INFRINGEMENT OF U.S. PATENT NO, 7.477,410

14, EntNil repeats and re-alleges the allegations of all of the preceding paragraphs as
if fully set forth herein, |

15. On January 13, 2009, United States Patent No. 7,477,410 (hereinefter referred to
as the ™410 Patent"), entitled DISTRIBUTED COMPUTER ARCHITECTURE AND PROCESS
FOR VIRTUAL COPYING, was duly and legally issued by the United States Patent and
Trademark Office. A true and correct copy of the '410 Patent is attached as Exhibit A to this
Complaint.

16.  EntNil is the exclusive licensee for the field pertinent to the Defendant in and to

the ‘410 Patent, with sufficient rights and interest in the '410 Patent as to have standing 10
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assert ali causes of action arising under said patent and the right to any remedies for infringement
of it with respect _

17, Upon information and belief, Defendant has in the past and continues to directly
infringe at least Claim 8 and other claims of the '410 Patent by making and using in this judicial
district and elsewhere in the Unifed States, a data management system possessing all of the
elements of at Jeast these claims.

18.  Upon information and belief, Defendant uses at least one network addressable
scanner, digital copier or other multifunction peripheral (collectively, "digital copying devices")
capable of creating a digital copy of a physical document (e.g., a paper document).

19.  Upon information and belief, Defendant uses one or more central computer(s) or
server(s) for sharing access to information (collectively, Defendant's "file server") among desktop
computers and/or other computers used by Defendant's employees (collectively, "client
computers") and/or mobile devices used by Defendant's employees such as Blackberry® devices
and other smartphones,

20, Upon information and belief, Defendant uses one or more central computer(s) or
server(s) running corporate electronic email software (collectively, Defendant's "email server™).

21, Upon information and belief, Defendant's file server and ?ts email server are each
connected 1o data stored in an electronic storage medium (“Defendant's data storage”) such that
certain of Defendant's data located in Defendant's data storage is accessible (o Defendant’s file
server and/or emnail server,

22. Upon informeation and belief, Defendant uses memory in its file server and/or
email server which stores software permitting electronic communication between Defendant's

file server and at least one of the Defendant's digital copying devices.
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23, Upon information and belief, Defendant uses memory in its file server and/or
email server which stores software permitting electronic communication between Defendant's
file server and at least one of the Defendant’s client computers.

24, Upon information and belief, Defendant uses memory in its file server and/or
emai} server which stores software permitting electronic communication between Defendant's
emai] server and at least one of the Defendant's digital copying devices.

25, Upon information and belief, Defendant uses memory in its file server andfor
email server which stores software permitting electronic communication between Defendant's
email server and at least one of the Defendant's client computers.

26. Upon information and belief, Defendant uses software operated on or in
conjunction with its file server and/or its email server and/or its data storage to replicate and
transmit one or more digital copies of physical documents such as paper documents to one or
more servers or client computers.

27.  This replication and transmission occurs as a result of a user-command
communicated through a graphical user interface (GUI), without any modification of any of
Defendant's client computers, and without any modification of Defendant's software source code.

28, As a consequence of the infringement of the '410 Patent by the aforesaid
Defendant, Plaintiff is entitled to recovery of past damages in the form of, at a minimum, a
reasonable royalty.

29.  Defendant's conduct siﬁce atl least Defendant's receipt of the first communication
from Plaintiff to Defendant regarding the ‘410 Patent also has induced infringement and/or
contributed to infringement by others. For this indirect infringement, Plaintiff also is entitled to

recover damages in the form of, at 2 minimum, a reasonable royalty.
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30.  Moreover, as a consequence of the prior communication of patent rights by
Plaintiff to Defendant, combined with Defendant's failure to cease and desist from further
infringement in the face of the objective risk of infringement, the infringement {s willful, giving
rise to Pleintiff's claims for trebling of the dé.mages in this case, as well as to Plaintiff's claims
that this is a case where Defendant should reimbutse Plaintiff for its attorneys' fees and other
costs of litigation pursuant to 35 U.S.C. Section 285.

COUNT - INFRINGEMENT OF U.S. PATENT NQ. 7,986,426

31, EntNi] reasserts and incorporates herein by reference the allegations of all
preceding paragraphs of this Complaint as if fully set forth herein. |

32, On July 26, 2011, U.S. Patent No. 7,986,426 (hereinafier referred to as the 426
Patent"), entitled DISTRIBUTED COMPUTER ARCHITECTURE AND PROCESS FOR
DOCUMENT MANAGEMENT, was duly and legally issued by the United States Patent and
Trademark Office. A true and correct copy of the '426 Patent is attached as Exhibit B to this
Complaint. |

33, EntNil is the exclusive licensee for the field pertinent to the Defendant in and to
the '426 Patent, with sufficient rights and interest in the '426 Patent as to have standing to assert
all causes of action arising under said patent and the right to any remedies for infringement ofit
sinesect o, | |

34, As a result of the Defendant's scan-to-file and scan-to-email functionality
described in the preceding paragraphs, which are incorporated herein in their entirety, the '426

patent is directly infringed by Defendant. The infringement includes infringement of Claim 1.
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35.  As a consequence of the infringement of the '426 Patent by the aforesaid
Defendant, Plaintiff is entitled to recovery of past damages in the form of, at a minimum, &
reasonable royalty,

36.  Defendant's conduct since at least Defendant's receipt of the first communication
from Plaintiff to Defendant regarding the '426 Patent also has induced infringement and/or
contributed to infringement by others. For this indirect infringement, Plaintiff also is entitled to
recover damages in the form of, at a minimurm, a reasonable royalty.

37.  Moreover, as a consequence of the prior communication of patent rights by
Plaintiff to Defendant, combined with Defendant's failure to cease and desist from further
infringement in the face of the objective risk of infringement, the infringement is willful, giving
rise to Plaintiff's claims for trebling of the damages in this case, as well as to Plaintiff's claims
that this is & case where Defendant should reimburse Plaintiff for its attorneys' fees and other
costs of litigation pursuant to 35 U.S.C. Section 285.

JURY DEMAND

38. Pursuant to Rule 38 of the Federal Rules of Civil Procedure, EntNil demands a
trial by jury on all issues triable as such.

PRAYER FOR RELIEF

WHEREFORE, EntNil respectfully demands judgment for itself and against Defendant as
follows:

A. An adjudicatiop that Defendant has infringed the '410 Patent;

B. An adjudication that Defendant has infringed the '426 Patent;

C: An award of damages to be paid by Defendant adequate to compensate EntNil for

its past infringements of the '410 and '426 Patents and any continuing or future
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infringement through the date such judgment is entered, including interest, costs, expenses and
enhanced damages for any willful infringement as justified under 35 U.S.C. § 284 and an
accounting of all infringing acts including, but not limited to, those acts not presented at trial;

D. A declaration that this cese is exceptional under 35 U.S.C. § 285, and an award of
Plaintiff's reasonable attorneys' fees; and

E. An award to EntNil of such further relief at law or in equity as the Court deems

just and proper.

Respectfully submitted,

Dated: 2012 By:

Artorneys jor Plaintiff,
EntNil, LLC
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