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Thomas J. Borchard (#104ﬂ08)
David S. Nichol (#159928
BORCHARD & NICHOL, APC.
25909 Pala, Suite 380
Mission Viejo, CA 926851
(714) 457-950°5

Attorneys for Plaintiffs
Nortek Autcmation, Inc.

and Jeffrey McKenney
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UNITED STATES DISTRICT COURT

CENTRAL DISTRICT OF CALIFORNIA

NORTEK AUTOMATION INC., a
California corporation,
JEFFREY McKENNEY, an
individual

Plaintiffs,
vSs.

PAUL SMITH, an individual
and dba SIMMPRO

Defendants,

PAUL E. SMITH,

Counterclaimant
vs.

NORTEK AUTOMATION INC., a
California corporation,
JEFFREY McKENNEY, an
individual,

Plaintiffs/Counterdefendants

and

ADMOR MEMORY, LTD., a
California corporation,
DOES 1 through 10,

and
inclusive

Additional Parties to
the Counterclaims.

an individual,

Nt Nk Mkt et Nt ot S ik Nk vkl vk gl St gl e Nt sl vt S il sl Sl il ittt il il i el il il el et et st et N st it

CASE NO.:

SACV 98-79 AHS({EEx)

STATEMENT OF UNDISPUTED FACTS

AND CONCLUSIONS OF LAW UNDER
FEDERAL RULE 56 (A)

IN SUPPORT

OF COUNTERDEFENDANT'S 12 (B) (6)
MOTION FOR FAILURE TO STATE A

CLAIM UPON WHICH RELIEF MAY
BE GRANTED

Hearin />
Date: , 1998
Time: 10:00 a.m.
Place: Courtroom 1

Hon. Alicemarie H. Stotler

ENTERED ICMS __ 252

Q
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COUNTERDEFENDANTS’ STATEMENT OF UNDISPUTED FACTS
AND CONCLUSIONS OF LAW

Pursuant to Rule 56(a), moving parties, Nortek Automation,
Inc., and Jeffrey McKenney submit the following statement of

undisputed facts and conclusions of law:

SUPPORTING EVIDENCE

UNDISPUTED MATERIAL FACT

1. This court has jurisdiction [ 1. 28 U.S.C. §1338(a), 28
over the subject matter of the | U.S.C. §102(b) (6)
claim for patent infringement

and the defense to that claim.

2. Paul Smith filed a Cowrd®¥” | 2. Countercomplaint filed by

complaint for patent Paul Smith. “

infringement against-hés—prfe?’
emp&cye%f Nortek Automation,

Inc.
|
||3. Paul Smith worked for 3. Declaration of McKenney, pg
Nortek Automation, Inc. from 2, para. 3.

May of 1994 through March of

1996.

- PATENT ‘
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4. Paul Smith began working on
the SIMM handler project in

March of 1995,

4. Declaration of McKenney, pg

para. 3, 4.

hourly basis for his

the SIMM hand project from

1995 through early

S. Declaration of McKenney, pg

para. 5.

need for a revised SIMM
handler with Thang N
Kingston Technol
time that Paul

prior to t

Smith aas brought in to assist

6. Declaration of McKenney, pg

para. 4.

7. Declaration of McKenney, pg

3, para. 7. Profit Center
Agreement executed by Paul
Smith on July 11, 1995

attached to declaration of

McKenney as Exhibit "A".
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8. Paul Smith executed an
agreement on July 11, 1995
including a provisien that
Nortek would continue to
provide the resources
"{accounting, engineering,

etc.) and capital" for the

SIMM handler project.

8. Declaration of McKenney, pg
3, para. 7. Profit Center
Agreement executed by Paul

Smith on July 11, 1995

attached to declaration of

McKenney as Exhibit "A".

9. The profit center agreement
executed by Paul Smith on July
11, 1995 also included a
provision that Smith would be
compensated in the form of
reimbursement of his hourly
wage of $40.00 plus 50% of any
profits from sales of Nortek

handlers.

9. Declaration of McKenney, pg
3, para. 7. Profit Center
Agreement executed by Paul
Smith on July 11, 1995

attached to declaration of

McKenney as Exhibit "A".

10. {Hﬂui{ Nortek employees

a3 hnurc%
od
PPN 4 worﬁfag'on the SIMM

P PNy s | =
A N = SN S = =) = O My v g ey

handler project and were paid

by Nortek for this time.

10. Declaration of McKenney,

para. 1l1. Declaration

pg 4,
of Steve Ogren, page 2, para.

2‘
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11. The SIMM handler
referenced in the profit
center agreement was
demonstratea and tested for a
Nortek customer, Kingston
Technologies on October 2,
1995 and ten units were sold
to Kingston on October 16,

1995,

11. Declaraticon of McKenney,

para. 12, 13; Letter

pPg S5,

confirming purchase dated

October 3, 1995 attached to
McKenney dec. Exhibjt "B"

Invecice for sale of ten
handlers dated October 16,
1995 attached to McKenney dec.
Exhibit "C";

Kingston reflecting payment

Check from

for ten handlers dated Qctober
16, 1995 attached to McKenney

dec . : $ 3 " ”n .

|

12. The profit center
agreement executed by Paul
Smith on July 11, 1995 also
included a provision that if a
profit center venture were
successful by February 1,

1996, a formal entity would be
set up to maintain the profit

split.

12. Declaration of McKenney,

para. 7. Profit Center

pg 3,
Agreement executed by Paul
Smith on July 11, 1995

attached to declaration of

McKenney as Exhibit "An®,

. PATENT_
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' 13. On January 16, 1996, three | 13. Declaration of McKenney,
2 months after the sale of ten pg 6, 7, para. 1l6.
? SIMM handlers to Kingston,.a46(
”ﬂw ¢ Smith present, a sub-division
> agreement to Jeffrey McKenney
° of Nortek for the
7 formalization of the SIMM
8 handler profit center sub-
? division of Nortek Automation,
10 Inc.
11
12 14. Jeffrey McKenney and 14. Declaration of McKenney,
13 [ Nortek worked under the pg 7, 8, para. 17, 18, 19;
14 assumption from March of 1995 Profit Center Agreement
15 through January of 1996 that attached as Exhibit "A" to
16 Nortek owned the SIMM handler McKenney dec.; Sub-division
17 and that Paul Smith was drafted by McKenney as Exhibit
18 entitled to reimbursements of "EnM,
19 his hourly wages plus 50% of
20 the profits from sales of the
21 SIMM handlers.
22
23
24
25
26
27
28
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15. At all times between March
of 1995 and February of 1996,
Paul Smith led Nortek to
believe that he only expected
a profit share in the SIMM

handler.

15. Declaration of McKenney,

para. 17, 18, 19.

pg 7, 8,
Profit Center Agreement

attached as Exhibit "A" to
McKenney dec.; Sub-division
drafted by McKenney as Exhibit |

16. Nortek Automation, Inc.
provided the facilities,
resources, capital and
personnel to develop design

and market the SIMM handler.

16. Declaration of McKenney,

pg 4, para. 10, 11.

17. Nortek provided the

facilities, resources, capital
and personnel for the SIMM
handler based on its reliance
on the representations and
actions of Paul Smith up

though February of 1996.

17. Declaration of McKenney,

py 4, para. 10, 11.
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18. Declaration of McKenney,

was fully aware that No pg 6, 7, para. 15, 16, 17, and

Automation was workding under 18; Profit Center Agreement
the assumptiop”that it owned, attached as Exhibit "A" to

(or at ledst co-owned) the McKenney dec.; Sub-division

andler through January drafted by McKenney as Exhibit
nEll.

I’ls. Nortek Automation has been | 19. Declaration of Jeffrey

damaged by the fact that it McKenney, page 8, para.2l;
acted pursuant to the profit Declaration of Thomas Wiles
center agreement and that it attached to McKenney dec. as

is now unable to sell the SIMM | exhibit "F". H
handlers as a result of Paul Declaration of Thomas Wiles.
Smith’s patent infringement

action.

patent infringement against Nortek Automatign nc., Jeffrey

McKenney or purchasers of Ng Automation, Inc.’'s, SIMM or

SIMM/DIMM board-trafidler based on United States Letter Patent No.

gy N2 W 4 L) L) e . WelWa
' iy ’ - - wie

2. Paul Smith cannot state a claim for patent infringement
against Nortek Automation, Inc., Jeffrey McKenney or purchasers of

Nortek Automation, Inc.'s, SIMM or SIMM/DIMM board handler based on

8
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United States Letter Patent No. 5,704,489 (the "489 patent), based

on the doctrine of shop rights.

2 D n b CaRRS a Sl-a-3-m = BarEas - G ORER

against Nortek Automation, Inc., Jeffrey McKenney or purchasefs of
Nortek Automatiocn, Inc.'s, SIMM or SIMM/DIMM board haridler based on

United States Letter Patent No. 5,704,489 e "489 patent), based

on his contractual and/or fiduyctdry obligation to assign the
patent.

4. Paul th cannot state a claim for interference with
economjie~” relations against Nortek Automation, 1Inc., Jeffrey
paTED: _Y-4-9€ BORCHARD & NICHOL, APC.

By:

Thomas J. Borchard

David S. Nichol

Attorneys for Plaintiffs
and Counterdefendants
Nortek Automation, Inc. and
Jeffrey McKenney

IT I$ SO ORDERED
DA &

US. DISTRICT COURT JUDGE
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o
C.C.P. § 1013 (a)
‘STATE OF CALIFORNIA

‘COUNTY OF ORANGE.

s
Ry

)
)
)

I am employed in the County of Orange, State of California.
, 1 am over the age of 18 and not a party to the within action.

. Oon April 6, 1998, I served the foregoing documents described
as follows:

STATEMENT OF UNDISPUTED FACTS AND CONCLUSIONS OF LAW UNDER
P.R.C.P. 56(a)

on the interested parties in this action by placing a true copy
‘thereof enclosed in sealed envelopes addressed as follows:

Mark B. Garred

STETINA BRUNDA GARRED & BRUCKER
24221 Calle de La Louisa

4th Floor

Laguna Hills, CA 92653

( X) BY PERSONAL BSERVICE: I served the party named
above by personally delivering the copies on April 6, 1998, at _
a.m./p.m.

I declare under penalty of perjury under the laws of the
State of California that the above is true and correct.

Executed on April 6, 1998, at ‘
California.

T Waeh &?u:z.s—

Signature
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