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Andrew Turk

State Bar No. 014912
Logan V. Elia,

State Bar No. 025009

ROSE LAW GROUP PC
7144 E. Stetson Drive, Suite 300
Scottsdale, Arizona 85251

Fax: 480.505.3925
docket@roselawgroup.com
aturk@roselawgroup.com
lelia@roselawgroup.com
ssladick@roselawgroup.com
Phone: 480.505.3936

Attorneys for Plaintiff

IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF ARIZONA

SmartTray International, LLC,

an Arizona limited liability company,

Plaintiff,

VS.

Astronics Advanced Electronics Systems
Corp., a Washington corporation,

Defendants.

Plaintiff SmartTray International, LLC (“SmartTray”) brings this Complaint against

Defendant Astronics Advanced Electronics Systems Corporation (“AES”) and hereby alleges as

follows:

Case No.:

COMPLAINT
(Jury Trial Requested)

PARTIES, JURISDICTION, AND VENUE

1. SmartTray is an Arizona limited liability company authorized to do business in the

State of Arizona.
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2. AES is a Washington corporation.
3. Venue is proper in this District pursuant to 28 U.S.C.A. § 1291(b) because all or a
substantial part of the acts or omissions giving rise to the claims occurred in the State of Arizona.

FACTUAL ALLEGATIONS

4. SmartTray is the holder of twenty patents covering the broad range of integrated
Personal Electronic Device (“PED”) holder solutions in passenger seats and tray tables for use
in aviation, rail, bus, automotive, and marine transportation.

5. SmartTray’s innovative PED holders facilitate hands free use of smartphones,
tablets, and other personal electronic devices.

6. AES holds itself out to the public as an industry leading manufacturer of aircraft
electrical power systems, including power generation and distribution.

The Licensing Agreement

7. On or around April 6,2015, SmartTray and AES entered into the license agreement
(the “Licensing Agreement”), attached hereto as Exhibit A.

8. Section 2(a) of the Licensing Agreement gave AES “the exclusive right and license
in the aerospace market (the “Patent License”) to manufacture, use, sell (including by means of
lease financing), offer to sell, have made for Licensee or its affiliated companies . . . products
practicing the inventions covered by [SmartTray’s] Patents (the “Products”) throughout the
world.”

9. Section 2(a) of the Licensing Agreement further gave AES “the right to sublicense

the Licensed IP hereunder.”
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10. In exchange for the exclusive Patent License and the right to sublicense
SmartTray’s Licensed IP, AES was obligated to market and sell the Products, encourage
manufacturers to integrate the Products, and allocate engineering and certification resources to
integrate power with existing Products, amongst other obligations.

11. The Licensing Agreement outlined a two-prong payment structure: (1) the
exclusive license fee and (2) royalties.

12.  In exchange for the exclusive Patent License, AES agreed to pay SmartTray an
exclusive license fee of $3,000,000.00 (the “Exclusive License Fee”).

13.  AES paid $300,000.00 of the Exclusive License Fee to SmartTray prior to
execution of the Agreement.

14.  AES agreed to pay the remaining balance of $2,700,00.00 upon execution of the
Agreement.

15. The Licensing Agreement also set forth a ten-year period for royalty payments
from AES to SmartTray for each covered Product manufactured and sold or used by AES or its
sublicensees (the “Royalty Payments™). See Section 5. Royalties. Subsection a. in Exhibit A.

16.  The Licensing Agreement included a provision establishing an Annual Minimum
Royalty for 2016, 2017, 2018, and 2019. See Section 6. Minimum Royalties. Subsection a.
Minimum Royalty in Exhibit A.

17.  The Annual Minimum Royalties in the Licensing Agreement totaled 10.5 million
dollars.

18.  The Licensing Agreement specifically notes that the Annual Minimum Royalty or
3
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the Half-Annual Minimum Royalty had to be paid for AES to retain its status as exclusive
licensee.

19.  Article 6(b) of the Licensing Agreement states, in relevant part, as follows:

For each calendar year 2016 and 2017, if the combined royalties paid by
[AES] to [SmartTray] for the periods ending March 31 and June 30 do not
equal or exceed the Half-Annual Minimum Royalty set forth in the table
above, Licensee shall have the option to pay Licensor on or before July 31
of such year an amount equal to the difference between the Half-Annual
Minimum Royalty and the royalties actually paid for such periods (the “Half-
Annual Catch-Up Amount”). The payment of the Half-Annual Catch-Up
Amount will secure the exclusivity of the Patent License for the balance of
the applicable year . . . If Licensee elects not to pay the Half-Annual Catch-
Up Amount, the parties shall use their best efforts to reach a compromise by
December 31 of the applicable year or the Patent License shall automatically
convert to a non-exclusive license rather than an exclusive license.

20.  Article 6(e) of the Licensing Agreement provided that, in the event that the Patent
License was converted to a non-exclusive license, royalties would also be reduced, and the
parties would negotiate in good faith with respect to reduced royalties.

21.  Article 16 of the Licensing Agreement defines failure to pay royalties due and
owing as optional grounds for SmartTray to terminate the Agreement.

22.  AES markets itself to the public as the exclusive licensee of SmartTray’s Licensed
IP.

23.  Section 8 of the Licensing Agreement requires AES to “keep an accurate record
of all transactions covered” by the Agreement and to “cause [its] sublicensees to maintain similar

records.”

24.  On or about July 16, 2015, AES sublicensed Zodiac Aerospace to manufacture
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kickstand PED holders for United Airlines.

25.  On or about June 1, 2018, SmartTray entered into a sublicensing agreement with
Zodiac Aerospace, representing that AES is the exclusive licensee of SmartTray.

26.  On or about June 20, 2018, Dennis Market, on behalf of AES, represented in a Fox
News interview that Astronics is the exclusive licensee of SmartTray.

27.  On or about September 1, 2018, AES entered into a sublicensing agreement with
HAECO, representing that AES is the exclusive licensee of SmartTray.

28.  AES advertised that it was the exclusive patent licensee of SmartTray on its
website through May 2022.

The Consulting Agreement

29.  In addition to the agreement, on or around April 6, 2015, SmartTray and AES
entered into the Consulting Agreement.

30.  The Consulting Agreement required SmartTray, including its principal Nick Pajic,
to assist AES in the exploitation of the Products that were subject to the Agreement.

31. The Consulting Agreement placed certain restrictions on SmartTray and its
principals, including a non-competition provision.

32.  Pursuant to the express terms of the Consulting Agreement, AES agreed to pay
SmartTray $55,000.00 each month (the “Consulting Fee”), with the first payment due at signing
and subsequent payments due on the first day of each month.

33.  AES began making regular monthly payments under the Consulting Agreement on

April 1, 2015.
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34. A year later, in May 2016, the parties agreed to extend and amend the Consulting
Agreement.

35.  The term of the Consulting Agreement continued through December 31, 2017,
after which it continued on a month-to-month basis.

36.  If either party wished to terminate the Consulting Agreement, they were required
to give a thirty (30) day notice of termination.

37.  Further, effective May 1, 2016, the monthly consulting fee was amended from
$55,000.00 to $30,000.00 per month.

38.  OnMay 1, 2019, AES sent a formal letter to SmartTray terminating the consulting
agreement effective end of May 2019.

The November Meeting and Agreement

39.  On November 17, 2016, SmartTray’s principal Nick Pajic met with AES’s
representatives Mike Hettich, Dennis Markert, and Mark Peabody in Kirkland, Washington (the
“November Meeting”).

40.  During the November Meeting, AES agreed to utilize SmartTray’s personnel in
more of its sales meetings and presentations.

41.  AES and SmartTray also agreed to amend the Licensing Agreement during the
November Meeting.

42.  SmartTray agreed that AES could apply the required $30,000.00 consulting fee to
the minimum royalty payments due under the Licensing Agreement.

43.  Additionally, SmartTray agreed to shift the payment of the minimum annual
6
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royalty payments back by one full year. In other words, royalties for 2016 were to be paid in
2017, royalties for 2017 would be paid in 2018, and so on.

44.  AES agreed to pay a monthly fee of $65,000.00 beginning in January 2017 in order
to retain the exclusivity of its license in 2016.

45.  The $65,000.00 monthly payment due beginning in January 2017 was intended as
payment of minimum royalties for 2016.

46.  The balance of the 2016 minimum royalties payment, $460,000.00, was to be paid
by AES on January 1, 2018.

47.  SmartTray and AES memorialized the changes to the agreement on a whiteboard
(the “November Amendment”). See Exhibit B.

48.  The whiteboard agreement was later confirmed in a slide deck prepared by Mike
Hettich. See Exhibit C.

The United Airlines Agreement

49.  In or around August 6, 2014, SmartTray entered into a licensing agreement with
United Airlines, Inc. (“United”) (the “United Agreement”).

50.  United wished to acquire the right to use two of SmartTray’s patents (U.S. Patent
No. 8,667,904 and U.S. Patent No. D701,213). SmartTray’s technical information (as defined in
the United Agreement) and SmartTray’s licensed products (as defined in the United Agreement).

51.  The United Agreement gave United a non-exclusive license, with no right to grant
sublicenses, for use in an express number of licensed aircraft.

52.  Inreturn for the license, United was to pay SmartTray $321,330.24 in royalties.
7
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53.  The United Agreement further provided that $160,665.12 (50% of the royalty
amount) would be due upon the execution of the agreement, and the remaining 50% would be
due when United installed the licensed products on any licensed aircraft, but not more than one
year after the effective date of the agreement.

54. On May 15, 2015, SmartTray advised United that it had entered into the exclusive
Licensing Agreement with AES.

55. In accordance with its contractual obligations in section 2(c) of the Licensing
Agreement, SmartTray advised United that any future payments under the United Agreement
should be paid directly to AES, including the remaining payment of $160,665.12.

56.  Section 2(c) of the Licensing Agreement specifically provided that, in the event
AES made, sold, or sublicensed Products to United Airlines under a new or amended agreement,
beyond the 1,604 licensed products identified in the United Agreement, AES would pay royalties
to SmartTray.

57.  Later, in May 2017, AES and SmartTray agreed to amend the United Agreement
(the “First Amendment to the United Agreement”).

58.  The purpose of the First Amendment to the United Agreement was to allow United
to purchase additional licensed product.

59.  The First Amendment to the United Agreement acknowledged the payment of past
royalties and established a royalty payment schedule for all additional products.

60. The First Amendment to the United Agreement specifically required United to

track the number of Licensed Products manufactured under the United Agreement, as amended.

8
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61.  The First Amendment to the United Agreement also provided that, in the event of
a dispute, United was to provide copies of invoices and other documents to AES to calculate the
total number of licensed products for which royalties were due.

62.  On or about January 26, 2023, a representative from AES confirmed to SmartTray
that AES had requested a full accounting of the number of Licensed Product that United had
implemented.

63. To date, SmartTray has not been presented with an accounting of United’s
Licensed Product.

The May Amendment

64. In May 2017, SmartTray and AES amended the Licensing Agreement.

65.  The First Amendment to the Licensing Agreement extended AES’ exclusivity of
Astronics’ license through the end of 2017.

66.  AES prepaid SmartTray $260,000.00 towards the $1,900,000.00 minimum annual
royalties for the continued exclusivity.

Joint Prosecution Privilege, Joint Defense Privilege, and Common Interest Agreement

67. On or about November 11, 2015, SmartTray and AES entered into a Joint
Prosecution Privilege, Joint Defense Privilege, and Common Interest Agreement (the “Common
Interest Agreement”).

68. By virtue of entering into the Common Interest Agreement, both AES and
SmartTray agreed that they have a mutual and common interest in enforcing their rights under

the Licensed Patents.
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AES’ Non-Payment

69.  AES failed to pay the monthly fee of $65,000.00 beginning in January 2017, which
was the agreed-upon payment for AES’ exclusivity in 2016.

70.  AES failed to pay the $460,000.00 lump sum balance of the 2016 minimum
royalties, which was due on January 1, 2018.

71.  Yet, even though AES has not made all payments, it has actively represented itself
as an exclusive licensee for SmartTray Products on multiple occasions since 2018.

72.  AES failed to make the 2018 and 2019 Annual Minimum Royalty payments.

73.  AES failed to pay at least $126,000.00 in royalties due and owing under the United
Agreement.

74.  AES failed to make all requisite payments under the Consulting Agreement

75.  AES has not paid SmartTray all royalties due under the United Agreement, as
amended and assigned to AES.

COUNT |

BREACH OF CONTRACT

76.  SmartTray incorporates the preceding paragraphs of the Complaint as if fully set
forth at length herein.

77. SmartTray and AES entered into the Licensing Agreement, November
Amendment, Consulting Agreement, and Common Interest Agreement (collectively referred to
as the “Contracts™).

78.  SmartTray performed fully under the Contracts.

79.  AES agreed to pay SmartTray the Exclusive License Fee, Royalties (including the
10
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Annual Minimum Royalties), and the Consulting Fee.
80.  AES failed meet its payment obligations to SmartTray.
81.  Upon information and belief, AES has not paid SmartTray all royalties owed under
the Agreement, as amended.
82.  As aresult of AES’s breaches of the Contracts, SmartTray has been damaged in
an amount to be determined at trial.
COUNT I

BREACH OF THE IMPLIED COVENANT OF GOOD FAITH AND FAIR

DEALING

83.  SmartTray incorporates the preceding paragraphs of the Complaint as if fully set
forth at length herein.

84.  The covenant of good faith and fair dealing is implied in every contract and
prohibits a party from doing anything to prevent the other party from receiving the benefits of
the contract.

85.  The Contracts between SmartTray and AES are binding agreements.

86.  AES deprived SmartTray of the benefit of the Contracts.

87.  Asaresult of AES’ breach of the implied covenant of good faith and fair dealing,
SmartTray has been damaged in an amount to be proven at trial.

COUNT 111

UNJUST ENRICHMENT

88.  SmartTray incorporates the preceding paragraphs of the Complaint as if fully set
11
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forth at length herein.

89.  In the alternative, SmartTray is entitled to be made whole under a theory of unjust
enrichment.

90.  AES held itself out to the public as the exclusive licensee of the SmartTray Patent
License until May 2022.

91.  Upon information and belief, AES has substantially profited and benefited from
being the exclusive licensee of the SmartTray Patent License.

92.  SmartTray has been deprived from receiving the benefit of AES’s position as
exclusive licensee.

93. It is unjust and inequitable for AES to retain funds attributable to being the
exclusive licensee of the SmartTray Patent License without compensation to SmartTray.

COUNT IV

PATENT INFRINGEMENT

94.  SmartTray incorporates the preceding paragraphs of the Complaint as if fully set
forth at length herein.

95.  SmartTray is the sole holder of the entire right, title, and interest of various patents.

96.  Pursuant to 35 U.S.C. § 282, SmartTray’s patents are presumed valid.

97.  The Licensing Agreement allowed AES to “manufacture, use, sell (including by
means of lease financing), offer to sell, have made for Licensee or its affiliated companies . . .
products practicing the inventions covered [by SmartTray’s patents].” See Ex. A at | 2(a).

98.  AES’ permitted use of SmartTray’s patents was contingent upon the payment

12
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obligations contained in the Licensing Agreement, as amended.

99.  AES’ continued use of SmartTray’s patents after nonpayment under the Licensing
Agreement, as amended, constitutes patent infringement.

100. Similarly, the Licensing Agreement, as amended, provided AES “the right to
sublicense the Licensed IP hereunder.” See Ex. A at 9 2(a).

101. AES’ sublicense of SmartTray’s patents after nonpayment under the Licensing
Agreement, as amendment, constitutes patent infringement.

102. Upon information and belief, AES has induced and continues to induce
infringement of SmartTray’s patents by inducing other third parties to use the patents without
authorization.

103. AES has acted in willful, deliberate disregard of SmartTray’s patent rights.

104. As such, SmartTray is entitled to both damages from AES’ infringement and for
an affirmative injunction against AES, enjoining AES from continued acts of infringement of
SmartTray’s patents.

WHEREFORE, SmartTray prays for the following relief:

A. For the Court to award compensatory damages in an amount to be determined at

trial but no less than $6,193,333.00;

B. For an award of attorneys’ fees and costs against AES;
C. For prejudgment and post-judgment interest at the maximum rate allowed by law;
13
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D. For an injunction against AES, their officers, agents, servant, employees, parent
and subsidiary corporations, assigns and successors in interest, enjoining AES from
continued acts of infringement of SmartTray’s patents;

E. For such other relief as may be requested by SmartTray or as the Court deems just

and proper;

RESPECTFULLY SUBMITTED this 12th day of May, 2022.

ROSE LAW GROUP pc

/s/ Andrew Turk

Andrew Turk

Logan Elia

ROSE LAW GROUP pc

7144 E. Stetson Drive, Suite 300
Scottsdale, Arizona 85251
Attorneys for Plaintiff

14
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EXHIBIT A
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Schedule 5A - Royalties
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EXHIBIT B
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EXHIBIT C
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Astronics AES
and
SmartTray

November 2016
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