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F%E%an,! istrict Judge.

This action was brought by Plaintiffs, Fairchild
Semiconductor Corporation (“Fairchild”), Intersil Americas, Inc.
and Intersil Corporation (collectively, “Intersil”) against
Defendant, Power Integrations, Inc. (“Power Integrations”)
alleging infringement of United States Patent No. 5,264,719 (the
“'719 patent”). The action was originally filed in the United
States District Court for the Eastern Digtrict of Texas and was
pending before the Honorable T. John Ward. Power Integrations
filed a Motion To Dismiss, Or In The Alternative, To Transfer
This Case to Delaware, and Judge Ward granted the Moﬁion To
Transfer citing the pending litigation in this Court between
Power Integrations and Fairchild which involwves, among other
things, a claim that one of the patents asgsserted by Power
Integrations against Fairchild is invalid in light of the *719
patent. Judge Ward denied the Motion To Dismiss, declining to
addregs the standing arguments presented by Power Integrations.
Upon transfer, the Motion To Dismiss (D.I. 39) was reinstated on
the Court’s docket and a hearing was scheduled. Thereafter,
Power Integrations filed a second Motion To Digmiss (D.I. 59)
agserting the same arguments it had raised in its initial Motion.
The second Motion To Digmiss was fully briefed prior to the

Court’s hearing. For the reasons discussed, the Court will grant

the Motions To Dismiss.



I. FACTUAL BACKGROUND

In early 2001, Fairchild and Intersil entered into an Asset
Purchase Agreement which provided for the sale by Intersil of a
portion of its business to Fairchild. In connection with that
Asset Purchase Agreement, Fairchild and Intersil also entered
into an Intellectual Property Assignment and License Agreement
(“"IPA") dated March 16, 2001. Pursuant to Section 6{a) of the
IPA, Fairchild obtained from Intersil “a paid-up, world-wide,
irrevocable, non-exclusive license, without the right to
sublicense, under all rights in Patents Type 3 to make, have
made, use, sell, offer for sale and import products which are
solely Discrete Devices.” (D.I. 61, Ex. B at F081655953, 8
6{a).) Among the patents designated in the Patents Type 3
category is the ‘719 patent at issue in this action. (D.I. 61,
Ex. C, Schedule 6({a) at F(CS5168595%1.) Under the terms of the IPA,
Intersil retained the gole right to sue for infringement of the
719 patent and to retain all damages recovered in connection
with any such suit. (D.I. 61. Ex. B at F(C81685956, § 15(g).)

On October 20, 2004, Power Integrations filed suit against
Fairchild (the “Power Integrations Suit”) alleging infringement
of four U.S. Patents. Infringement and invalidity were
bifurcated for trial, and on October 10, 2006, é jury found that

Fairchild willfully infringed each ©of the asserted claims of the

patents-in-guit. In the second trial on invalidity, Fairchild



agsserted that one of the asserted patents, U.S. Patent No.
4,811,075 (the “*075 patent”), was invalid in light <f the 719
patent. On September 21, 2007, a second jury found that none of
the asserted patents were invalid.

During the course of the Power Integraticons Suit, Fairchild
and Intersil entered into a second agreement dated March 30, 2006
entitled “Patent License Agreement” (“PLA"). (D.I. 79; D.I. 78,
Ex. F.) Pursuant to the terms of the PLA, Fairchild agreed to
pay Intergil 1.5 million dollars plus fifty percent of any Net
Proceeds to Fairchild ag a result of any claims or causges of
action assgserted against Power Integrationg as a result of the
enforcement of U.S. Patent No. 4,823,173 (the “'173 patent”)
and/or the '719 patent (collectively, “the Patentg”). In
exchange for this consideration, Fairchild was given certain
additional rights with respect to the Patents, as follows:

3. Additional Rights Granted Fairchild

3.1 In addition to the rights granted to
Fairchild under the [Asset Purchase Agreement and the
IPA {collectively referred to in the PLA as the

“APA"”)], Intersil grants to Fairchild the scle and
exclusive right, exclusive even as to Intersil, to
enforce the Patents against [Power Integrations], to

assert, litigate, and prosecute claims of Infringement
under the Patents against [Power Integrations],
including without limitation in any U.S8. federal court
or before the Internatiocnal Trade Commission, and to
seek all equitable, injunctive, monetary and other
relief and to collect for later digtribution under
Paragraph 1.2 any and all past damages in connection
with Infringement of the Patents by [Power
Integrationg], and to settle and compromise any
digputes with [Power Integrationg] related to the



Patents. Except as provided herein, the Parties agree
that only Fairchild shall have the authority to
threaten, commence, maintain or settle any claim, suit
or proceeding based upon Infringements of the Patents
(or other trespass or similar action relating teo the
Patents and the inventions therein claimed) by [Power
Integrations] .

3.2 TFairchild’s rights to make, use and sell
products under the APA are not expanded in any way by
this PLA.

3.3 Intersil agrees to reasonably cooperate with
Fairchild in aid of Fairchild’s efforts to enforce the
Patents. If necessary to assert the Patents against
[Power Integrations] Intersil agrees to be joined as a
party. Intersil shall execute all instruments and take
all other steps as may be reasonable to enable
Fairchild to procure, maintain, enforce and defend the
Patents against [Power Integrations], including acts
reasconable to enable Fairchild to achieve standing to
enforce the Patents against [Power Integrations].
Intergsil shall not, however, be required to waive any
privileges, discovery exemptions, or immunities or,
without protections reasonably agreed upon by Intersil,
to disclose any trade secrets or confidential and
proprietary information as part of its requirement to
cooperate. With respect to the Invention Disclosure
Statements (“"IDS”) related to the Patents, Intersil
shall produce the IDS for production in Fairchild’s
pending litigation with [Power Integrations] and in any
future litigation with [Power Integratiocns] provided
that Fairchild shall use all reasonable efforts to
protect against any waiver of the attorney client
privilege beyond any limited waiver as to the IDS’
themgelves and Fairchild has not and shall not take any
position in any pending or future litigation with
[Power Integrations] that production of an invention
disclosure statement is a broad waiver of the attorney
client privilege beyond the IDS itsgelf,

Intersil shall not interfere with Fairchild’s
efforts to enforce the Patents against [Power
Integrations] provided, however, if Fairchild decides
not to appeal an adverse and appealable ruling of a
court, then Intersil shall have the option to appeal
such ruling if Intersil reasonably believes the ruling
impairgs or diminishes the Patents’ wvalue to Intersil,



provided that Intersil shall not pursue any
interlocutory appeals to the Federal Circuit. Except
as otherwise stated herein, Fairchild alone shall have
authority to negotiate a settlement or any other
agreements with [Power Integrations] that invelve or
include a license or grant of immunity under the
Patents, including the right to compel Intersil to
grant [Power Integrations] an unlimited, non-exclusive
license under the Patents, as Fairchild deems
appropriate in accordance with this PLA. Any license
to the Patents granted to [Power Integrations] bu
Fairchild or otherwise hereunder will be a non-
exclusive license without rights to sub-license, with
any have made or make righte limited to products
seventy-five percent (75%) of which was designed by
[Power Integrations] or sold exclusively under a [Power
Integrations] brand. Notwithstanding anything herein,
any license grant to [Power Integrations] shall
expressly state that for any product that is licensed
solely because it is sold exclusively under a [Power
Integrations] brand, that the corresponding license
shall only be granted to [Power Integrations] and shall
not extend to its suppliers who shall receive no
benefits under such a license.

3.4 Intersil agrees, except as otherwise stated
herein, that Fairchild and its counsel shall be solely
in charge of the strategy and the conduct of any
digpute involving [Power Integrations] and the Patents,
and that Fairchild shall consult with Intergil and its
counsel, but that final decisions shall rest solely
with Fairchild.

3.5 The right to license the Patents and/or
compel Intersil to grant [Power Integrations] an
unlimited, non-exclusive license to the Patents is
expressly conditioned upon Intersil being granted a
license to all [Power Integrations] patents and
intellectual property to which Fairchild may be granted
rights in a manner and to an extent ¢o-extensive with
the rights granted by [Power Integrations] to
Fairchild, including any additional rights granted to
Fairchild by [Power Integraticons] within one year of
the grant of any rights by Intersil to [Power
Integrations].

3.6 Intersil will not license or assign any
rights under the Patents to [Power Integrations]



without the prior consent of Fairchild. Any such
attempt shall be null and void ab initic. Any license
or assignment of rights by Intersil under the Patents
to any third party, licensee or foundry executed after
the effective date of this PLA shall be subject to the
terms and conditiong of thig PLA and the APA and shall
expressly exclude from its scope any rights to the
Patents in favor of [Power Integrationg] and shall
prevent such party from sub-licensing, assigning or
otherwise granting any rights or protection under the
Patents to [Power Integrations].

(D.I. 78, Ex. F at 2-3.)
Fairchild’s rightg under Section 3 are further restrained by
Section 2.2, which provides:

2.2 Fairchild agreeg that it will not enter into
any settlement agreement, consent judgment, agreed
judgment, covenant not to sue or any other agreement
with [Power Integrations] that will adversely affect
the Patents’ enforceability, validity or the scope of
any Patent’s claim without the consent of Intersil.
Further, Fairchild shall not, absent the expresgs
written consent of Intersil, have the right to grant to
any third party, including [Power Integrations], the
right to sublicense the Patents. Intersil and
Fairchild will attempt to reach an agreement on
gtandard language to be included in any such agreement
that, if included without nullifying or inconsistent
language, will eliminate the requirement for additional
congent from Intersil.

(Id. at 2.)

Less than two weeks from the date of the PLA, Fairchild and
Intersil Corporation commenced this action‘against Power
Integrationg asserting infringement of the ‘719 patent. On May
18, 2006, Intersil Americas, Inc., Intersil Corporation and
Fairchild executed a Supplemental Agreement to the PLA which

acknowledges Intersil Americas, Inc. as the title holder of



record of the '719 patent and ratifies the terms of the March 30,
2006 PLA. (D.I. 61, Ex. F.} One day later, Fairchild filed an
Amended Complaint adding Intersil Americas, Inc. as a party to
the action.
II. THE PARTIES’ CONTENTIONS

By its Motions, Power Integrations contends that Fairchild
lacks standing to bring this lawsuit. Specifically, Power
Integrations contends that Fairchild is no more than a non-
exclusive licensee under the terms of the IPA and PLA, and
therefore, Fairchild cannot suffer any legal injury from the
alleged infringement of the ‘719 patent. Power Integrations also
contends that, as a nonexclusive licensee, Fairchild cannot cure
the defect in standing by Jjoining the patent’s title holder.
Moreover, Power Integrations contends that Intersil also lacks
standing to maintain this action against Power Integrations, even
though it holds title to the '719 patent, because it explicitly
contracted away “the sole and exclusive.right, exclugive even as
to Intersil, to enforce the ['719 patent]ragainst [Power
Integrations].” {D.I. 78, Ex. F at § 3.1.) Thus, Power
Integrations maintains that the PLA is no more than a “hunting
license,” which is inadequate to confer standing upon Fairchild
and disfavored under public policy.

In response, Fairchild ccontends that it holdes sufficient

exclusionary rights with respect to the 719 patent, such that it



has standing to sue Power Integrations jointly with Intersil.
Because Intersil is the owner of the '71% patent, Fairchild also
contends that Intersil clearly has standing under the law to
bring an action for infringement. If Intersil contracted this
right away as Power Integrations contends, then Fairchild
maintains that it contracted that right to Fairchild. According
to Fairchild, Power Integrations’ argument would result in the
disappearance of any right to sue as a result of the IPA and PLA,
a result which Fairchild maintains is legally unsupportable.
Because all parties who could recover from Power Integrations for
its alleged infringement of the '719 patent are present in this
action, Fairchild contends that dismissal of this action is
inappropriate.
IIT. DISCUSSION

Standing to sue is a constitutiocnal prerequisite to
maintaining an action in federal court. To establish standing in
accordance with Article III of the Constitution, the party
bringing the action must demonstrate (1) an injury in fact (an
invasion of a legally protected interest which is concrete and
particularized and actual or imminent); (2) a causal connection
between the defendant’s action and the injury (that the injury is
fairly traceable to the defendant’s alleged unlawful conduct) ;

and (3) redressability {that the injury is likely to be redressed

by the relief requested). Hein v. Freedom Religion Found., Inc.,



127 8. Ct. 2553, 2555-2556 (2007); Lujan v. Defenders of

Wildlife, 504 U.S. 555, 560-561 (1992).

In the context of suits for patent infringement, standing is
derived from the Patent Act which creates the legal interest
necessary to establish the injury in fact requirement,
specifically, the right to exclude others from making, using,
gelling, or offering to sell the patented invention, or imperting

the invention. Morrow v, Microsoft Corp., 483 F.3d 1332, 1339

(Fed. Cir. 2007). BStated another way, "“[tlhe party holding the
exclusionary rights to the patent suffers legal injury in fact
under the statute.” Id. Under the Patent Act, standing to sue
for infringement 1s expressly conferred on owners and assignees
of patents. Id. (citing 35 U.S.C. § 100(d) and § 281). From
this statutory grant, the Federal Circuit has identified three
potential categories of plaintiffs who can sue for infringement:
{1} those that can sue in their own name; (2) those that can sue
as long as the patent owner is also joined in the suit; and (3)
those than cannot even participate as a party to an infringement
suit. Id. Owners and assignees who hold “all substantial
rights” to the patent fall into the first categcry of plaintiffs
and have standing to bring a suit for infringement in their own
name alone. Id. at 1339-1340. The second category of plaintiffs
embraces those plaintiffs who hold exclusicnary rights and

interests created by the patent statutes, but not all substantial

10



rights to the patents. Id. at 1340. The third category of
plaintiffs includes those that held less than all substantial
rights to the patents and lack exclusionary richts. Id. at 1340-
1341. This third category of plaintiffs includes nonexclusive

licensees. As the Federal Circuit recognized in Sicom Systems

Ltd. v. Agilent Techs., Inc., *“[a] nonexclusive license confers
no constitutional standing on the licensee to bring suit or even
to join a suit with the patentee because a nonexclusive licensee
suffers no legal injury from infringement.” 427 F.3d 971, 976
(Fed. Cir. 2005). Thus, the standing deficiency of a
nonexclusive licensee cannot be cured by adding the patent title
owner to the law suit. Morrow, 499 F.3d at 1341.

Utilizing this framework, the Court must consider whether
Fairchild and Intersil have standing to maintain this action
against Power Integrations. To answer this gquestion, the Court
must begin by considering what rightg Fairchild obtained from
Intersil and what rights Intersil retained under the IPA and PLA.
Under the IPA, Fairchild was granted a world-wide, irrevocable
nonexclusive license with respect to the ‘719 patent. Therefore,
under the TPA, Fairchild was nothing more than a bare licensee
who could not maintain an action in its own name, with or without
the presence of the patent owner, Intersil. The guestion raised
by the parties here, is whether the rights transferred to

Fairchild under the PLA elevated its status from that of a bare

11



licensee to the second category of plaintiffs, those who hold
exclusionary rights and interests created by the patent statutes,
but not all substantial rights tco the patent such that a law sguit
may be maintained with the presence of the patent owner.?

The PLA provides Fairchild with “the sole and exclusive
right, even as to Intersil, to enforce the Patents against [Power
Integrations] . . .”* (D.I. 78, Ex. F. at § 3.1.) Stated another
way, the PLA provideg Fairchild with the exclusive right to sue
Power Integrations for infringement of the ‘719 patent; however,
the right to sue others still resideg with Intersil, and
Fairchild’s rights tc make, use and sell the products under the
IPA are not expanded by the PLA. Succinctly put, Fairchild is a
bare licensee with the right to sue a sgpecific entity. The
Supreme Court has recognized that the attempted assignment of a
right to sue a particular entity “carrie([s] no part of the title
to the patent or interest in it and therefore conferls] no right
to sue for damages for infringement of the patent after the

executicon of the instrument.” Crown Die & Tool, 261 U.S. at 39.

Consistent with this precedent, the Federal Circuit has also

recognized that “[al] ‘right to sue’ provision within a license

1

Fairchild suggests in passing that it “arguably has the
right to proceed alone” with an action against Power Integrations
based on the '719 patent. (D.I. 72 at 2.) However, Fairchild
does not earnestly contend that it should be considered a first
category plaintiff, nor does the Court believe that the rights
conferred on Fairchild by the IPA and the PLA are sufficient to
give it standing to sue Power Integrations in its own name for
infringement of the ‘719 patent.

12



cannot, of its own force, confer standing on a bare licensee.”

Textile Preoductions, Inc. v. Mead Corp., 134 F.3d 1481, 1485

{Fed. Cir. 1998); Ortho Pharma. Corp. v. Genetics Institute,

Inc., 52 F.3d 1026, 1032 (Fed. Cir. 1995) (holding that co-
plaintiff standing is not established where licengee was given a
nonexclusive license to use the invention in one location in the
United States and was granted the right to sue by the licensor,
because “[a] patentee may not give a right to sue to a party who
has no proprietary interest in the patent”).

More recently, this Court considered the issue of standing
in the context of an agssignment of a right to sue. In Sicom

Systems, Ltd., v. Agilent Techns., Inc., 2004 WL 2272273, *2 (D.

Del. Oct. 5, 2004}, the Court considered whether an “exclusive
right to sue for commercial infringement” of a patent was
sufficient to transform a license into an assignment. The Court
concluded that the right to sue a potential subset of infringers
was insufficient to confer standing, noting that the licensor
still retained the right to sue for non-commercial infringement
and might still be able to pursue non-commercial customers of the
potential infringer. The Court further noted that the licensee’s
right to sue was not unlimited and was also subject to additional
restrictions, including consultation with the licensor regarding
joilnt action to be taken in the event of actual or threatened

litigation and notification to the patentee before bringing suit.

13



In addition, the Court found significant the fact that the
licensee had restrictions on the right to assign the patent,
including that the licensee was reguired to obtain the consent of
the licensor before effectuating an asgssignment. Id. (“*Limits on
the right to assignment weigh against a finding that the licensor
transferred to the licensee all subgtantial rights in the
patent.”). The Federal Circuit affirmed the Court’s decision.

In the Court’s view, the circumstances of this case are
analogous to the circumstances in Sicom. The PLA gives Fairchild
only a fragment of the right to sue, a fragment much smaller than
that given to the licensee in Sicom, because here, the right to
sue is limited to not just a class or group of infringers, but to
a specific, gingle entity. Fairchild’s right to sue and right to
assign the Patents is further limited by provisions requiring
Intersil’s consent. For example, Fairchild may not enter into
any settlements with Power Integrations that will adversely
affect the Patents’ enforceability, wvalidity or scope without
Intersil’s congent. Fairchild also may not grant any third
party, including Power Integrations the right to sublicense the
Patents without Intersil’s consent. Failrchild contends that it
maintains the right to sublicense the Patents to Power
Integrations, but the wording of the PLA is telling in this

regard. Specifically, the PLA provides:

Except as otherwige stated herein, Fairchild alone
shall have the authority to negotiate a settlement or

14



any other agreements with [Power Integrations] that
involve or include a license or grant of immunity under
the Patents, including the right to compel Intersil to

rant [Power Integrations] an unlimited, non-exclusive
license under the Patents as Fairchild deems
appropriate in accordance with this PLA.

(D.I. 78, Ex. F at § 3.3.)

The latter emphasized language suggests that the right to
assign the Patents still ultimately lies with Intersil. The
former emphasized language algo points out that Fairchild’s right
to compel Intersil to give a licenge is not absolute. Rather,
Fairchild’s right to compel Intersil to grant Power Integrations
a license is “conditioned upon Intersil being granted a license
to all [Power Integrations] patents and intellectual property to
which Fairchild may be granted rights in a manner and to an
extent co-extensive with the rights granted by [Power
Integrationg] to Fairchild, including any additional rights
granted to Fairchild by [Power Integrations] within one vyear of
the grant of any rights by Intersil to [Power Integrations].”
(C.I. 78, Ex. F at 3.5.).

The Supreme Court has explained that standing is conferred
by the transfer of “the entire and ungqualified monopoly” of
rights under the patent:

[Iln order to enable [an assignee of patent rightg] to
sue, the assignment must undoubtedly convey to him the
entire_and ungualified monopoly which the patentee held
in the territory specifijed - excluding the patentee
himself, ag well as_others. And, any assignment short
of this ig a mere licenge. . . . Ungquestionably, a
contract for the purchase of any portion of the patent

15



right may be good as between the parties as a license,
and enforced as such in the courts of justice. But the
legal right in the monopoly remains in the patentee,
and he alone can maintain an action against a third
party who commits an infringement upon it.

Gavler v, Wilder, 51 U.S. 477, 494-495 (1870) (emphasis added).

The restrictions and limitations on Fairchild’s rights under the
791 patent, including the right to exclude only a single entity,
Power Integrations, 1s certainly less than the “entire and
ungualified monopoly” to which the Supreme Court referred.
Stated another way, the right to sue only a single entity,
coupled with restrictions on that right, dces not provide
Fairchild with a sufficient c¢loak to cover its status ag a bare,
nonexclusive licensee. Ortho, 52 F.3d at 1034-1035;

Ag for Intersil, the Court likewise concludes that Intersil
lacks standing to maintain this action against Power
Integrations. Intersil contracted away its right to sue Power
Integrations to Fairchild. That Fairchild lacks standing to take
advantage of that right does not mean that Intersil regains it.
Indeed, the Federal Circuit recognized in Morrow, that the
contractual division of patent rightgs may have the effect of
defeating standing as to all relevant parties. As the Morrow
Court explained, “parties are free to assign some or all patent
rights as they see fit based on their interests and objectives,
[but] this does not mean that the chosen method of division will

satisfy standing reguirements.” 4989 F.3d at 1341 n.8. 1In

16



Mcrrow, the Federal Circuit concluded that the unsecured
creditors’ trust did not have standing to maintain a lawsuit
simply because it held the right to sue under the patent-in-suit.
Further, the Federal Circuit acknowledged that the corporate
trust, which held legal title to the patent-in-suit, did not have
the right to sue third parties for infringement, because that
right was held exclusively by the unsecured creditors’ trust.

Id. at 1335.

In sum, the Court concludes that dismissal of this action is
appropriate. At this juncture, Fairchild is the only party with
the right to sue Power Integrations. Intersil has contracted
that right away to Fairchild, but Fairchild is a bare,
nonexclusive licensee who cannct satisfy the constitutional
standing requirements. Thus, Intersil’s presence in this action
igs insufficient to cure Fairchild’s defect in standing. Having
concluded that dismissal of this action is appropriate, the only
remaining question for the Court is whether the dismissal should
be with or without prejudice.

Power Integrations characterizes the PLA as a “hunting
license,” and contends that both public policy and the doctrine
of champerty supports the dismissal of this action with
prejudice. While the Supreme Court has expressed disfavor toward

the type of licensing arrangement made between Intersil and

17



Fairchild?, the Court is not prepared to go so far, at this
juncture, as to dismissg this action with prejudice. To the
extent that Power Integrations relies on Sicom to justify
dismissal with prejudice, the Court points out that in Sicom the
licensee twice attempted to establigh standing and twice failed.
427 F.3d at 980. In this case, Fairchild has had only one bite
at the apple, and even Power Integrations recognized at oral
argument, that the possibility exists that Fairchild and Intersil
may be able to cure the standing defects here. Accordingly, the
Court cannot conclude on the basis of the current record that
dismigsal with prejudice is appropriate.
Iv. CONCLUSION |

For the reasons discussed, the Court will grant Power
Integrations’ Motions To Dismiss, and order this action to be
dismigsed without prejudice.

An appropriate Order will be entered.

2 See Crown Die & Tool, 261 U.S. at 25-26.

18



IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF DELAWARE

FAIRCHILD SEMICONDUCTOR
CORPORATION, a Delaware
corporation, INTERSIL
AMERICAS, INC., a Delaware
Corporation, and INTERSIL
CORPORATION, a Delaware
Corporation,

Plaintiffs,

v, : C.A. No. 07-187-JJF

POWER INTEGRATIONS, INC., a
Delaware corporation,

Defendant.
ORDER
At Wilmington, this afz day of December 2007, for the
reasons digcusged in the Memorandum Opinion issued this date;

IT IS HEREBY ORDERED that:

1. Defendant’s Motions To Dismiss (D.I. 39, 592} are
GRANTED .
2. This action is dismigsed without prejudice.

Do INVar o P

[TTED JrATEZ DISTRICT JUDGE



