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[echnologies LLC v. Newegg Inc et al Dod.

@)
UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA
BI_CCE:ITECH IMAGE TECHNOLOGIES., | Case No. 8:12-cv-01688-ODW(MRWX)
’ o ORDER DENYING DEFENDANTS’
Plaintiff, MOTION FOR ATTORNEYS’
V. FEES [41]
I\II\IECWEGG' INC. and NEWEGG.COM,
Defendants.
. INTRODUCTION

Newegg moves for an award of attoreefees and costs incurred defendi
against Digitech’s patent-infringementitsu (ECF No. 41.) Newegg argues th
Digitech’s infringement allegations were ebjively baseless anddarght in bad faith
to obtain nuisance-value settlements. (Mo} Newegg styles itself a champion

the bullied who “must take a st against litigation-extortiorsic].” (Mot. 7.) But
despite Newegg’'s gallanintentions, the CourtDENIES Newegg's Motion for
Attorneys’ Fees for the reasons discussed bélow.
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! After carefully considered the papers filed in suppoetraf in opposition to this Motion, the Court deems the matte
appropriate for decision without oral argument. Fed. R. Civ. P. 78; L.R. 7-15.
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. FACTUAL BACKGROUND

On October 2, 2012, Digitech filed atpat-infringement suit against Neweg
and Newegg.com accusing them of infringldds. Patent No 6,128,415. (Opp’'n &
The 415 Patent concerns a device proditel method of generating a device profi
(415 Patent 1:1-6; 1:10-15, 1:26-31.)

Newegg was one of numerous defendant®igitech’s crosshairs. Digitec
originally sued 45 defendss, which included both tailers and manufacturers ¢
various digital cameras that akdly infringed the ‘415 PatentDigitech Image

Techs., LLC v. Agfaphoto Holding, GMB8ase No. 8:12-cv-01153-ODW (MRWX

(C.D. Cal. closed October 1, 2012). T@eurt dismissed that action for misjoind
under 35 U.S.C. § 299.1d. at ECF No. 190. Digitech then refiled individu
infringement suits the next day. In WQt®igitech brought 32 lawsuits against ]
defendants—20 of which wertdtimately litigated.

During the litigation, the Court stayedetlctions against Newegg and the ot

retailers under the “customer-suit exceptiordigitech Image Techs., LLC v. Elegs.

For Imaging, Inc, Case No. 8:12-cv-01324-OD\WIRWx), ECF No. 39 (C.D. Cal
closed August 6, 2013). Thus, the action against Newegg was stayed for mos
litigation while the Court resobd the manufacturer suits.

On July 31, 2013, some of the maactrer-suit defenais—which did not
include Newegg—brought a Motion for Summpaludgment. The Court granted t
Motion, invalidating the '419°atent under 35 U.S.C. § 10Digitech Image Techs.
LLC v. Elecs. For Imaging, Inc.Case No. 8:12-cv-01324-ODW (MRWXx), EQ
No. 89 (C.D. Cal. closed August 6, 2013)jhe Court entered judgment in this acti

for Newegg on August 6, 2013, as a resulttreé invalidation of the ‘415 Patent.

(ECF No. 39.)

Newegg now seeks to recover $64,851ir7 attorneys’ fees under 35 U.S.(
8 285 incurred defending Digitech’s suit. (Opp’'n. 6.) Newegqg is the sole defe
out of the 20 litigated cases to fdemotion for attorneys’ fees.
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lll.  LEGAL STANDARD

Meritless patent litigation ptes a particular strain on judicial and pa
resources. In recognition of this straiecson 285 of the Patemct gives district
courts discretion to award fees to p#wg parties in qualifying cases. 35 U.S.
§ 285. Attorneys’-fees awards are apprate in “exceptional cases” in whig
sanctions are necessarydeter parties from bringinglearly unwarranted suitsld.;
Automated Bus. Cos. NEC Am., In¢.202 F.3d 1353, 135¢@-ed. Cir. 2000)Eon—
Net LP v. Flagstar Bancor®53 F.3d 1314, 1327 (Fed. Cir. 2011).

When deciding whether to award attornefees, courts engage in a two-st
inquiry. First, the Court must determimdnether the prevailing party has proved
clear and convincing evidenceaththe case is “exceptional.”"MarcTec, LLC v.
Johnson & Johnsqr664 F.3d 907, 915 (Fed. Cir. Z01 If the Court finds that thg
case is exceptional, it must then determwmeether an award of attorneys’ fees
justified. Id. at 916.

Absent misconduct in the litigation an securing the patent, a case
exceptional under 8§ 285 if (1) the litigation bsought in subjective bad faith, ar
(2) the litigation is objectively baselesBrooks Furniture Mfg., Inc. v. Dutailier Int'l,
Inc., 393 F.3d 1378, 1381 (Fed. Cir. 2005)itigation is objectively baseless if th
allegations are “such that no reasonableditigcould reasonably expect success
the merits.” Dominant Semiconductors Sd8hd. v. OSRAM GmhH24 F.3d 1254
1260 (Fed. Cir. 2008).

Once the Court determines that the Erajed litigation is ojectively baseless

it may examine the litigant’'s subjective motivatioArof'| Real Estate Investors, Ing.

v. Columbia Pictures Indus., IncG08 U.S. 49, 60-61(1993)The Court presume
that a patent-infringement assertion is made in good f&itboks Furniture 393 F.3d
at 1382. But if the record indicates bgat and convincing evidence that a pater
was manifestly unreasonable in assessing pressing its infringement allegatior

then a court may infer that theaohs were brought in bad faitlEltech Sys. Corp. v|
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PPG Indus., InG.903 F.2d 805, 810-11 (Fed. Cif90). A patent holder’s continug
pursuit of an infringement aim is manifestly unreasonable if based on “wrong

intent, recklessness, or gross negligencBlionometrics, Inc. v. Westin Hotel Co.

350 F.3d 1242, 1246 (Fe@ir. 2003) (quotind=ltech Sys.903 F.2d at 811).

Even in exceptional cases the decisionaward fees and the amount of t
award are within the Court’s discretioiBrooks Furniture 393 F. 3d at 1382. Th
decision is based on a retrospective look at the entire case and does not
whether the patentee’s position would h#een reasonable atethime of filing the
complaint or pleading.Highmark, Inc. v. Allcare Health Mgmt. Sys., .In¢01 F.3d
1351, 1355 (Fed. Cir. 2012)ert. granted No. 12-1163, 2013 WL 1217353 (Oct.
2013).

IV. DISCUSSION

Newegg asserts that Digitech’s numeranfsingement suits are “exactly the

type of ‘shake-down’ litigaon that warrants treatment as an exceptional cg
(Mot. 5.) Newegg argues that Digitech’sitsureveal a pattern of “extortion-lik

tactics,” which demonstrate that Digih's suit against Newegg was objective

baseless and brought in bad faitlhd.)( Digitech counters that Newegg does not of
any evidence—much less clear and coowg evidence—that this action
exceptional. Digitech maintains that ihdation of the patent-in-suit and multipl
infringement suits, without other evidencevwafongdoing, are insufficient to support
finding of baselessness or dbdaith. Because the Court finds that Digitecl
infringement suit against Newegg was neitbbjectively baselessor brought in bad
faith—and therefore not exceptional—the CdDENIES Newegg’s Motion for fees.
A. Digitech’s infringement suit was not objectively baseless

Newegg contends that Digitech’s infrelgent claims were objectively basele
because a prefiling investigati would have revealed th#iat the '415 Patent wal
invalid under 8 101. (Mot. 12.) Megg argues that the motion for summa
judgment of invalidity was a straightfoard challenge, in which “detailed claif
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construction, prior art review and the likere unnecessary totdemine the patent’s

invalidity.” (ld.) Thus, Newegg asserts, Digitekhew or shouldhave known it was
asserting an invalid patent.he Court does not agree.

Because of the high cost of a pateritingement suit,“[p]erforming a pre-
filing assessment of the basis of eatdim is . . . extremely important.View Eng’g,
Inc. v. Robotic Vision Sys., In208 F.3d 981, 986 (Fed. rCi2000). At a bars
minimum, the accused device must be comgdo each and eweclaim at issue in
the suit, and “a reasonable basis for a findafignfringement of at least one clain
must be found prior to the filing of an infringement sud. But Newegg ignores thg
patent-validity presumpin under 35 U.S.C. § 28Microsoft Corp. v. i4i Ltd. P’ship
131 S.Ct. 2238, 2242 (2011). The '415 Pateas issued by the United States Pat
and Trademark Office and therefore presuni@de valid and contain patentab
subject matter under 35 U.S.C. § 101. Digithald no reason to suspect that the 4
Patent was invalid.

Moreover, this Court invalidated th&1l5 Patent because it related
nonpatentable subject matter—sething which would not haveeen revealed durin
a prefiling investigation. And the Fedef@ircuit itself has had difficulty agreein
upon the proper scope of 8 10%ee MySpace, Ing. GraphOn Corp.672 F.3d 1250
1260 (Fed. Cir. 2012) (describing 8 101lrigprudence as a “murky morass’
Digitech asserted presumptively valid claithat were ultimatg invalidated under g
complex and evolving area of patent lawVithout some additional evidence as
why Digitech should have known the '4Batent would be invalidated, Newegqg
naked baselessness accuseainecessarily fail.

B. Digitech’s infringement claim was not brought in bad faith

Newegg also contends that Digitech brought and maintained this suit i
faith. (Mot. 12.) To suppoits bad-faith accusation, Negg alleges that (1) the su
was designed to extract nuisance-value se#tgs; (2) the retailer suits were broug
merely as leverage against the manufacsiyirand (3) Digitech maintained the s
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knowing that the patent was invalidld.(1213.) For the reasons discussed bel
these arguments all fail.

Newegg'’s primary argument is that Degh’s multi-suit litigation alone make
this case exceptional. (Mot. 12.) Neweglgims that “Digitech has engaged in

nationwide strategy to file Vesuits against many defendants with the goal of forg

settlements from the need defendants.” Iq. at 8.) But Newegg offers nothing ft

ing
0

support its accusation of extin-like litigation tactics dter than the numerous su:Jts

brought by Digitech. Mere evidence tHaigitech has filed suit against many ot

parties does not, by itself, prove that the siitinjustified or brought in bad faith.

See, e.g.ArrivalStar v. Meitek No. 2:12-cv-01225-JVS, ECF No. 55 (C.D. C
Nov. 20, 2012).

Additionally, the multiplicity of suits irthis action is a function of the stringe
joinder requirements of 8§ 299 of th&merica Invents Act—something wholl
unrelated to the merits of the cas85 U.S.C. § 299. Newg improperly equate:
Digitech’s maintenance of multiple sevarenfringement suits with the systemat
filing of bad-faith actionsdesigned to collect small razsince-value settlement
Newegg provides no admissible evidenteat any “shakelown” settlement
negotiations took place, or that other partie this action were coerced into nuisan
value settlementsSeefed. R. Evid. 408.

Certainly, the practice of bringing unniterious claims only to dismiss ther
after inflicting substantial litigation costs asblight on the patent system. But it h
not been shown that is the situation in #dsion. Digitech has not displayed a “la
of regard for the judicial system” or ‘@avalier attitude” to the patent-litigatio
process as a wholeEon—Net LR 653 F.3d at 1314While Newegg makes much
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the burden placed on the judicial systieom baseless infringement claims, the Court

notes that motions lacking factual angde support also unduly burden the judic
system. All parties should be mindful of the limited resources of the Court an
challenges it faces in preserving judicial resources.
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Newegg next argues that Digitech’s rémiget was the manufacturers and t
the “retailers were only maed for leverage.” (Motl2.) Newegg asserts thi
“[n]Jaming retailers only to prasire their suppliers into settyj is another facet of thi
litigation that justifies the imposition @n attorneys’ fees award.’ld() But Newegg
points to no authority to support its etbry that jointly suing retailers an
manufacturers of allegedly infringinggaucts merits an eeptional-case finding.

Retailers are not immune from liability feales of infringing products. Indee
“an accused infringer infringes aparatus claim if it makes, usedfers to sell, or
sells the claimed apparatus withthe United States.” Vizio, Inc. v. Int'| Trade

Comm’n 605 F.3d 1330, 1346 (Fed. Cir. 2010nfhasis added); 35 U.S.C. § 271.

As a retailer, Newegg was offering sell—and selling—devices that alleged
infringed the ’'415 Patent. If the accdse&levices were found to infringe th
'415 Patent, Newegg would be liable asiafninger. Suing retailers along with th
manufacturers is a normal, prudent paft patent litigation—not an imprope
leveraging tactic aslewegg asserts.

Finally, Newegg alleges that Digitecholight and maintainethe infringement
action knowing that the claims of the '415&# were not viable(Mot. 12—-13.) This
argument simply recycles Newegg's assertthat Digitech should have known th
the 415 Patent was invalid when Drggh brought the action. Newegg offers
evidence or even theories support its conclusory atlation that Digitech shoulc
have known that the '415 Patent rethte nonpatentablaubject matter.

In sum, Newegg fails to prode more than conclusogtlegations that Digitech
brought an objectively baseless, bad-faitfringement action. The Court is n(
persuaded by Newegg's rote attempt to shift the burden of paying legal fees by |
Digitech into the crusade against “Patdmblls.” A party seeking protection @
constitutionally granted patent rights is maottomatically the villan simply because i
brings infringement allegatns against multiple defendant©f course, parties tha
abuse the patent system exist—that is v@a85 is for. But without any evidence
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malfeasance, the Court canrfault a patent holder for exercising its constitutio
rights.
V. CONCLUSION
For the reasons discussed above, Dedatsl Motion for Attorneys’ Fees i
DENIED.

IT IS SO ORDERED. “

._\

October 11, 2013 %ﬁ% jﬁ% '

OTIS D. WRIGHT, Il
UNITED STATES DISTRICT JUDGE
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