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nternational Business Machines Corporation et al Doc.

UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA
SAN JOSE DIVISION

RSI CORP., dba RESPONSIVE SYSTEMS | CASE NO.5:08<v-3414 RMW
COMPANY, a New Jersey corporation,
ORDER GRANTING IN PART AND
Plaintiff, DENYING IN PART IBM’'S MOTIONS
FOR PARTIAL SUMMARY JUDGMENT ;
VS. GRANTING IN PART RSI'S REQUEST
FOR A CONTINUANCE UNDER RULE
INTERNATIONAL BUSINESS MACHINES | 56(D)

CORPORATION; and DOES DEFENDANTY
1-20,

Defendants.

This action involves claims for breach of contract, unfair competition, tortiousareade
with prospective economic advantage, false advertising and trademark infriigeramg out of
a soured licensing relationship between defendant International Busindssdda€orp.
(“IBM”) andplaintiff Responsive Systems CoRSI’). After more than four years of litigation,
IBM moves for partial summary judgment, arguing that’'BR8laims are barred by a limitations
provision in the partieontract, various state law statutes of limitation, and laches. 1BM als
contends that RS’ clains for trademark infringemerfail as a matter of lawRSI opposes IBM’s
motions, and alternatively moves for a continuance under Fed. R. Civ. P. 56(d) dissegkryit
claims is necessary tespond to IBM’s arguments.

For the reasons below, the court grants in part and denies in pag pBMalmotionsfor

summary judgmendn RSI's claimsfor tortious interference with prospective advantage and

190

Dockets.Justia.q

om


http://dockets.justia.com/docket/california/candce/5:2008cv03414/205177/
http://docs.justia.com/cases/federal/district-courts/california/candce/5:2008cv03414/205177/190/
http://dockets.justia.com/

© 0 N o o A w N e

N N N N N N N NN P B PR R R R R R o
® ~N o M KN W N B O © 0 ~N o ;N W N R, O

unfair competition The courtalsotentatively finds that(1) IBM is not estopped from relying on
the contractual limitations period with respect to RSI’s claim for breach of thiepaodsion; and
(2) laches bars RSI's trademadriiringementclaims for damages but not injunctive relief.
However,the court defers for ninety days from the date of this order a final ruling on thmse tw
issues to allow RSI to conduct further discovery as to whether IBM affuehatinisrepresented
its intention to comply with the audit provision or willfully infringed RSI's mark.

I. BACKGROUN D

Since 1985, IBM has sold a mainframe database product called IBM Database 2),(“DE
which large corporate clients use to manage complex information systéd@scubtomers
include banks, airlines, governmental agencies, insurance companies andtaibertieat store
and process massive amounts of data. Dkt. No. 142-4 (Goldstein Decl. CEP) 4.

DB2’s backend uses “buffer pools,” groups of memory locations allocated for temporyg
storage, to retain data while it is transferred from a computar&disk to the database
application. Dkt. No. 139-24 (Hubel Decl.) 1 6; Morgan Decl., Ex. B. In the early 1990s, RS
developed a software product called Buffer Pool Tool (“BPT”) to “tune” DB2’seoyifbols,
improving their performance and efficienciubel Decl. § 88. BPT was the first product of its
kind and quickly met with success in the DB2 markdt.f{ 810. In 1995, RSI began licensing
BPT directly to DB2 users. Goldstein Decl. CLP § 4. RSI filed a trademark atppti¢or the
mark “Buffer Pool Tool” on July 6, 1999, claiming its first use of the term in commerce on
February 1, 1994. Morgan Decl. COA, Ex. A.

A. IBM licenses BPT from RSI
On June 23, 1997, RSI and IBM entered into a thegeagreement (the “Developer

Agreement”) ermitting IBM to license BPT to its DB2 customers in exchange for quarterly

1 The acronynt CLP” refers to declarations submitted in support of the parties’ motions

summary judgment concerning the scope of the contractual limitations proviSIQA” Tefers to
declarations submitted in support of the motions fonrsary judgment on RSlsecond and
fourth causes of action.
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royalty payments to RSIld., Ex. Z § 6.3 The agreement was a form contract drafted by IBM|
and the parties did not negotiate its “standard terms.” Goldstein Decl. CLP 1 11.

The developer agreement contains a number of provisions relevant to the instant mo
First, it obligates IBM to provide RSI with a statement summarizing how eaaliy@ayment is
determined (the “Royalty Provision”)d. Second, it requires Hoparties to maintain auditable
records to support invoices issued or payments made for three years followingtbetdat
related payment (the “Audit Provision”). Morgan Decl. CLP, Ex. Y 8§ 3.6. Third, it congali
New York law choice of law provision (the “Choice of Law Provision§. § 13.6. Fourth, it
expressly permits both parties to “develop, acquire and market compeéitheand services”
(the “Freedom of Action provision”)ld. 8 3.2. Finally, it provides that neither party will briteg
legal action against the other more than two (2) years after the causewnfaacte (the
“Limitations Provision”). Id. § 13.3.

In addition, the developer agreement gives IBM a non-exclusive right to useThe B
trademark in its marketing matals. Goldstein Decl. CLP, Ex. A § 3.2. According to RSI,
because both partigdanned tdicense the sameroduct, theydiscussed how each company
would refer to thesoftwarebefore finalizing the contractDkt. No. 140 (Goldstein Decl. COA) |
16. IBM allegedly agreed to describe thBM -branded’software asDB2 Buffer Pool Tool,”
while RSI would refer to its version as “Buffer Pool Tool for DB2d:

On September 16, 1997, IBM publicly announced the availability of the DB2 Buffer P
Tool in a letter titled “IBM DB2 Buffer Pool Tool: Save $$$$.” Mink Decl., Ex. B. Betwee
1998 and 2000, IBM referenced the DB2 Buffer Pool Tool in at least five other product
announcement letteesd in additional IBM marketing materialSee IdExs. DG; Goldgein
Decl. COA, Ex. B. The parties dispute whether any such materials “asdbtnseroduct with

RSI or acknowledged that “Buffer Pool Tool” was an RSI trademark.

B. IBM develops the“DB2 Buffer Pool Analyzer for z/OS Product
2 The Developer Agreement consisfs (1) the“Base Agreemerit(2) the“Description of
Licensed Work,” and3) the“Statement of Work.”SeeGoldstein Decl. COA | 153d., Ex. A;

Morgan Decl. Exs. Y and Z.
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By early 2000, IBM had decided to invest more heavily in its DB2 “tools” businessk M

Decl. 1 8. The following year, IBM informed RSI that it would no longer “activelskatathe

IBM -branded version of BPT to its DB2 customéeli&. 12. The impetus for this decision is the

subject of some disagreement. IBM contends that it had previously resolved to moge from
monthly license charge (“MLC”) model to a otime charge (“OTC”) model for DB2 tools
products, and discontinued support for BPT only after RSl refused to adopt the new pricing
structure. See idf/f 8113 RSI claims that the OTC model was its idea in the first place, and
IBM stopped pushing BPT in an effort to “take over” the market for buffer pool tunihgeaset
Dkt. No. 139 at 3.

On Septemér 11, 2001, IBM announced the release of its own buffer pool tuning prod
“DB2 Buffer Pool Analyzer for z/OS” (“BPA”). Mink Decl., Ex. I. While it isnclear when BPA
was developed, IBM’s internal communications reveal some effort to choose aandahserfew
product that would not infringe RSI's trademark. For example, although IBM hadlynitia
referred internally to the product as “Buffer Pool Tool,” a June 7, 2001 email fronivan IB
employee states: “I think we might want to have a new namedduffer Pool Tool .... | believe
[it] is a registered trademark of [RSI]. While we might be able to get arbisbyt putting DB2
in front | think we’re going to create confusion and, perhaps, mislead people.” Mink BxedU.
Subsequent emails fromh@r employees suggest the names “Buffer Pool Expert” and “DB2
Buffer Pool Analyzer.”Id. It is not clear who made the final naming decision, or when that
decision was made. According to RSI, within the DB2 industry, IBM’s product is atemed
to as “BP Analyzer” or simply “BPA.” Goldstein Decl.  17.

On December 4, 2001, IBM issued a “Software Withdrawal” letter to its DB2roess

noting that effective March 4, 2002, it would no longer market the DB2 Buffer Pool TcbpEX.

¥ RSl has moved to strike this and other portions of the Mink Declaration on the groun(

that the declarant, DB2 executive Steve Mink, lgusonal knowledge or is repeating
information allegedly told to him by otherSeeDkt. No. 144. While the court agrees that somg
of RSI's objections have merit, rather than addressing each individually, the dbodtevfactual
disputes where they are relevant, and will not rely on inadmissible evidenselirirrg the
instant motions.
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J. The letter further indicated that the “DB2 Buffer Pool Tool” would be “replacgdDiB2
Buffer Pool Analyzer for z/OS.’ld.

In response, RSI took immediate action to avoid losing market share to IBM. eBetwe
September 2001 and February 2002, the company produced a nhumber of materials purporti
demonstrate BPT's superiority to BPA, including: (1) an internal documdtiedrikKey
Reference Points to Use Comparing the [RSI] Buffer Pool Tool Against MeBliBfer Pool
Analyzer,” (2) a “White Paper” containing extensive technical comparisongéetie two
products, and (3) a “promotional piece” showing various BPT features lacking in B&&A.
Morgan Decl. COA, Exs. FF, JJ and IL.

C. Alleged confusion between BPT and BPA

Notwithganding any differences between the products, there was some confusion ov
source of BPT and BPA from the start. In July 2001, an internal IBM email notd8Rhavas
“developed by [RSI] but has now been transferred to IBM.” Goldstein Decl. COA, Hx. L.
February 2002, an IBM employee responded to another employee’s questiomgegardstomer
guery by asking: “Did he mix up the new IBM ... DB2 Buffer Pool Analyzer with R®I]

Buffer Pool Tool which was previously marketed by IBM ...? We'reiserg IBM’s Buffer Pool
Analyzer only.” Schultz Decl., Ex. D. More than three years later, in June 2005ylan IB
employee emailed RSI seeking clarification as to whether BPT and BPA aarfdrthe same.”
Dkt. No. 139-25 (Levenstein Decl., Ex. A). The following month, a customer contacted IBM
looking for “info for db2 bufferpool tool,” but later retracted his inquiry, noting that hes ‘aide
to find out that it is called analyzer now, not tool. So was able to find out that it is asepara
product.” Shultz Decl., Ex. U. In addition, some of IBM’s marketing materialsjdima a 2003
DB2 administration guide, a 2005 product announcement posting, and several DB2 mstallat
guides, reference the term “DB2 Buffer Pool Tool” or “Buffer Pool To&@€eGoldstein Decl.
Exs. FG, K.

While RSI was aware of the existence of BPA in 2001, it claims that it did notthedrn
IBM’s customersvere confused as thesource their tuning software until around 2005.

Goldstein Decl. COA { 36. RSI principidel Goldsteinndicated thaby that point, customers
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who had obtaineBPA from IBM as part of a DB2 tools “bundle” had begun to “approach(] [hil
at trade shows or conventions to ask about their utilization of BRITY 51:52. In August 2006,
a prospctive customer responded to an email from an RSI sales agent, statings “IBM
performance expert products were included in the suite and they contain thebaffterol for
DB2. So | think we are set on buffer pool tools for now.” Levenstein Decl., Ex. B. Sevenal ¢
RSI sales representatives also indicated that prospective customers theygihtetady had BPT
when they in fact had BPASeeDkt. No. 139-1 (Copson Decl.); Dkt. No. 139-3 (Donath Decl.)
Dkt. No. 139-53 (Turner Decl.); Dkt. No. 139-54 (Walton Decl.).

In addition, a number of RSI customers apparently believed that BPT waMardduct.
For example, a representative of the USDA, which is an RSI customer, emdiled?R&7
asking for help “trying to get the IBM Buffer Pool Tool to work properly.” GadsDecl. COA,
Ex. O. On September 29, 2010, a different USDA representative emailed RSI, SBatffey:

Pool tool is an IBM product.1d., Ex. P. In sum, declarations from RSI employees identify ov

thirty customersvho hawe indicated that “they are confused between BPT and BPA and/or the

identity of the creator of that softwareSee, e.g.Goldstein Decl. COA |1 4%1; Levenstein
Decl., Ex. B.

RSI sales agents also claim that while the users of buffer pool turingusoare tech
savvy IT professionals, thmurchasersf such products, who tend to be managers or executive
typically “do not know the difference between [BPT] and [BPA$ée, g, DonathDecl. 1 911.
In addition, most purchasers allegedly “believe both products result in sinvilagso their ...
companies.” Walton Decl. 1RSI assertshat such confusion hurts its business and the
customers themselves, who are misled into buying an inferior pro8aeMorgan Decl. COA,
Ex. EE at 9.

D. RSI’s initiation of audits under the developer agreement

Meanwhile, although IBM stopped marketing BPT in the early 2000s, it remained
obligated under the developer agreement to pay RSI royalties on outstandingeBiB&d. In
2001, after noticing “discrepancies” in its royalty reports, RSI advisedtl2i¥ldocuments

pertaining to the shipment of BPT and end-user capacity “would be needed for aon aedit

n]
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conducted.” Goldstein Decl. T £8In June 2002, RSI formally notified IBM of its intent to
conduct an audit for the three-year period from June 1999 to June 8682d. Ex. G. RSI
appointed Ivan Gelb (“Gelb”) to be its independent auditor. At IBM’s request, on July 10, 20
Gelb signed a Confidential Disclosure Agreement (“CDA”). Gtdoh Decl. CLP, Ex. H. The
CDA provided that “[e]ach time [IBM] wishes to disclose [audit] informatiorR8I] ... [IBM]

will issue a supplement to this Agreement” containing deadlines for the disclifsamdit data.

Id. 8 1.0. The CDA was accompanied by such a supplement, setting a final disclosure date
October 31, 2002.

According to RSI, IBM subsequently remitted $480,000 in underpaid royalties, but dig
provide the information required to complete an audit. Goldstein Decl. CLP  23. In Januar|
2004, the parties formally extended the audit disclosure date until June 30J@0&x. N.
Towards the end of 2004, the parties began discussing nmomeayment to resolve all
outstanding audit issues, but in March 2005, IBM rejected Ré&fttlement termsSee id { 54,
Ex. M. In the meantime, the parties maintained a prolonged email exchangevhidhdr Sl
repeatedly asked for confirmation of when audit data would be provided, and IBM auhsiste
responded that “we are working hardibh See id]{ 2640. On May 25, 2005, an IBM
employee sent a “couple of spreadsheets” to Gelb, but noted that therelwasrstdata to
gather.ld. 1 41. The partieagainexecuted formal supplements to the CDA in 2005, 2006 ang
2007. 1d., Ex. N. IBM eventually agreed to complete disclosure by October 2607n
September or October 2007, IBM indicated that it had “boxes of information it adg tee send
to RSI's auditor,” but never produced the informatideh.  58. To date, IBM has not provided
complete audit data, nor has it repudiated its duty to dédsd.57.

Il. PROCEDURAL HISTORY
RSI filed the instant action on February 15, 2008, alleging claims for (1)hbogac

contract, (2) negligent misrepresentation, (3) intentional misreprasani@) fraud, (5) bad faith,

*  Under the terms of the developer agreement, the capacity or size of the licesrstsettzf

price of a BPT license.
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(6) conversion, (7) violations of the Lanham Act, (8) common law unfair competition, and (9
restraint of tradeSeeDkt. No. 1. Several rounds of successful motions to dismiss and amen
complaints followed. The Third Amended Complaint (“TAC”), which forms the operative
pleading for the purpose of the instant motions, asserts causes of action fea¢h)ddrthe audit
provision and royalty provision of the developer agreement, (2) trademark infiengal false
advertising under the Lanham Act, (3) interference with prospective econdvaistage, and (4)
unfair competition.SeeDkt. No. 82. Under the TAC, RSI seeks lost profits, restitution for any
profits gained by IBM as a result of its allegedly ngéul conduct, punitive damages, and a
permanent injunction prohibiting IBM from infringing on RSI's intellectual prope
[ll. ANALYSIS

A. CONTRACTUAL LIMITATIONS PROVISION

Under New York law, parties to a contract may agree to shorten the sitblmitations
for claims that arise between the®@eeN.Y. C.P.L.R. § 201 (“[A]n action . . . must be
commenced within the time specified in this article unless . . . a shorter time ish@efgr
written agreemenit).® “Absent proof that the contract is one of adhesion or the product of
overreaching, or that [the] altered period is unreasonably short, the abbreviatddperi
limitation will be enforced. Incorporated Village of Saltaire v. Zagata80 A.D.2d 547, 547-548
(N.Y. Ct. App. 2001) (cation omitted). A contractual limitations period may bar claims for
breach of contract, as well &8t claims. Corbett v. Firstline Sec., Inc687 F. Supp. 2d 124, 128
(E.D.N.Y. 2009). However, such provisions must be “viewed cautiously and constingty
against the party invoking the shorter perio@hase v. Columbia Nat’l Corp332 F. Supp. 654,
659 (S.D.N.Y. 1993) (citations omitted).

The limitations provision in the developer agreement reads:

Except for actions brought to enforce $att7.0, “INDEMNIFICATION AND
LIABILITY,” neither of us will bring a legal action against the other mdran two
(2) years after the cause of action arose.

®> RSl concedes to the application of New York law “for the purposes of this motioh onl)

Dkt. No. 142 at 7.
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Morgan Decl. CLP, Ex. Y 8§ 13.3. IBM argues that this clausedyayslaim that arose more than
two years before the initiation of this action, including RSI’s tort claims. R&gkes,
contending that the provision applies only to claims for breach of contract. In addition, RS
argues that IBM is estopped from invoking the limitations provision to bar ita &eibreach of
the audit provision because of its “repeated and continuing promises, and requesén fiores

of time, to disclose auditable information.” Dkt. No. 42.

1. RSI’s tort claims

On its face, the limitations provisiapplies to any “legal action,” not solely claims for
breach of contractHowever, the court finds that the clause should be construed to cover onl
those claims that are closely related to the parties’ contractual rightsbéigdtions.

First, when read in the context of the developer agreement as a whole, the scope of
provision is ambiguousSeeMBIA Inc. v. Fed. Ins. Cp652 F.3d 152, 165 (2d Cir. 2011) (‘&N
must read a contract as a wdiaind construe terms in contex{€jtation omitted) A contract is
ambiguous where it fseasonably susceptible of more than one interpretdti@mimart
Associates v. Paub6 N.Y.2d 570, 573 (N.Y. 1986 party seeking summary judgment has th¢
burden of establishing that the construction it favors “is the only construction edndairly be
placed thereon.’Arrowv Communication Lab. v. Pico Prog206 A.D.2d 922, 923 (N.Y. Ct. App.
1994)(citations omitted). ‘th cases of doubt or ambiguity, a contract must be construed most
strongly against the party who prepared it, and favorably to a party who had no \thiee in
selection of its language.Jacobson v. Sassowdét N.Y.2d 991, 993 (N.Y. 1985).

The first page of the base agreement, in which the limitations provisiontiedpstates
that thecontract “covers ... projects in which IBM may involve [RSI].” Morgan Decl. CLR, E
A at 1. The accompanying Description of Licensed Work makes clear tratlthgroject”
covered by the base agreement is the licensing of “code, documentation arfteanglated

written material for [RSI's] Buffer Pool Tool.” Goldstein Decl. CLP, Ex.tR2a The agreement

®  The couralreadydetermined that the limitatiom$ausebars claimsfor breach of the

royalty provision based on “any nonpayments of royalty ... that occurred before 206 NdD
70 at 4.
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does not refer to any additional projects or services, or suggest that it applies tspduots of
the parties’ riationship. Thus, it waeasmable for RSI to assume that the limitations provisiof
would apply only to claims arising out of the licensing of BISEeBP A.C. Corp. v. One Beacon
Ins. Group 8 N.Y.3d 708, 716 (N.Y. 2007“T he reasonable expectation and purpose of the
ordinary business [person] when making an ordinarynessi contraatill be considered in
construing a contract.”). Moreover, the choice of law provision indicates thatdtstantive
laws of the State of New Youkpplicable to agreementslly executed and perforrden New

York govern the [developer agreemehtMorgan Decl. CLP, Ex. A § 13.6 (emphasis added).
This language suggests that disputes between the parties will be subjestYofkeontract law,
supporting RSI's contention that the only “legal actions” covered by the limitationsion are
contract claims.

IBM argues that the term “legal action” is “broad, but not ambiguous,” relyindilbn
Bern Assocs. v. IBM64 Fed. Appx. 792, 794 (2d Cir. 2003l -Bernaddressed the issue of
whether a letr sent by the plaintiff could constitute a “legal action” sufficient to toll the
limitations period, not whether the agreement covered claims arising outsidetibe pa
contractual relationshipSee id(finding that the unambiguous definition of agé action” is “a
lawsuit brought in a court” While the court agrees that tbefinition of “legal action” is clear,
thekindsof legal actions governed by the limitations provision are Noll.-Bernthus does not
control this case. Construing thmitations provision “most strongly” against IBM as the draftir
party, the court interprets the clause to ampily to claims thabear some substantial nexus to th
developer agreemenfacobson66 N.Y.2d at 993.

IBM’s cited authorities are in aord. For example, iG@orbett v. Firstline Sec., Incthe
parties entered into dmllarm Services Contratthat provided for the “installation and/or
monitoring” of an electronic security systertorbett 687 F. Supp. 2d at 126. The agreement
contaired a limitations provision statinfyOU AGREE TO FILE ANY LAWSUIT OR OTHER
ACTION YOU MAY HAVE AGAINST US ... WITHIN ONE (1) YEAR FROM THE DATE OF
THE EVENT THAT CAUSED THE LOSS, DAMAGE OR LIABILITY" Id. The plaintiff's

alarm system soon malfunctioned, and her home was burglarized. The court hélel that t
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limitations provision barred the plaintiff's contract clairas,well axlaims fornegligence,
products liability based on defects in the design of the alarm system, and breéeehwly of
care. See id.at 128.

While Corbettdid not expresslyestrictits holding toa limited clas®f tort claims, its
facts, the authorities upon which it relied, and related cases suggest that undérkiéaw, a
contractal limitations period typically coverstt claimsonly wherethey ariseout of the parties’
contractual relationshipSeePar Fait Originals v. ADT Sec. Systems, Northeast, k&4 A.D.2d
472 (N.Y. App. Div. 1st Dep’t 1994)imitations period in security services contract barred clai
for gross negligence based on the defendant’s failure to notify the police of arppumghe
plaintiff's home);Doe v. HMOGCNY, 14 A.D.3d 102, 105 (N.Y. Ct. App. 200dimitations period
in health insurance contract barred tort claims against insurer based on @btoefaver certain
medical procedures§issured Guar. (UK) Ltd.. J.P. Morgan Inv. Mgt. Ing80 A.D.3d 293, 304
(N.Y. App. Div. 2010)limitations period in investment contract barred claims for negligence
breach of fiduciary duty based on the defendant’s alleged mismanagement ofintifégpla
money). This is also consistent with New York’s approach to choice of law slausieh are

rarely construed “to encompass extomtractual causes of actidni-in. One Pub. Co. v. Lehman

Bros. Special Fin., Inc414 F.3d 325, 334 (2d Cir. 2005) (declining to apply a New York choi¢

of law provision in a securities contract to a claim that arose fromdra‘tcontractual sourc
see alsar'winlab Corp. v. Paulsqr283 A.D.2d 570, 571 (N.Y. Ct. App. Div. 2d Dep’'t 2001)
(declining to extend a choice of law provision in a consulting contract to a tont ttlat was
“unrelated to [the defendant’s] duties as a consultant”

Here, RSI's tort claims do not rest primarily on gh@stence othedeveloper agreement.
Rather, the gravamen of the TAC is that IBM misappropriated RSI's technmlaigvelop a
competitive product, called that product by a confusingly similar name, and thertedatke
RSI's customers while making false or disparaging statements abdsifpgR&luct. SeeTAC 11
25-55. These allegations are not dependent on the parties’ contractual relationshipebahra
their relationship as competitors. Furtherm®&#8) does nomerely seek the benefit of the

parties’ bargain or damages of the type remedial in cont&cCardonet, Inc. v. IBIVNo. 06-

11
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06637 RMW, 2007 U.S. Dist. LEXIS 14519 (N.D. Cal. Feb. 14, 2007) (finding that a New YQ
choice of law provision in the partiesdntract governs tort claims tHateek he benefit of
plaintiff’s bargain with [the defendardjhd seek damages of the type remedial in contract undsg
New York laws?). In fact, injunctive relief and disgorgement of profits are explicitiyvamable

in contract actions.See Franconero v. Universal Music Cqrp011 U.S. Dist. LEXIS 15259, at
*12 (S.D.N.Y. Feb. 11, 2011) It‘is well-settled that [d]isgorgement . . . iS not an appropriate
remedy for a breach of contrdgt.lIceboxScoops, Inc. v. Finanz St. Honore, B&7.6 F. Supp.

2d 100, 116 (E.D.N.Y. 2009) (noting that injunctive relief is not available on a contract.claim
Further, unlikea party to a services contragdho may reasonably contemplate that the services
will be deficiently performeda licensor is less likely to consider the possibility that its licenseg
could develop a competing product in order to cannibalize its customer base. As a gowt m4
“read[] into the contract meanings not contemplated by the pathisssupports anore
restrictivereading of the limitatiog provision. Jakobson Shipyard v. Aetna Casualty & Sur., Co
961 F.2d 387, 389 (2d Cir. 1992).

Of course, as IBM points out,is truethat the developer agreement first brought the
parties together. It is also true that the TAC is replete widreates to the contract, IBM’s
contractual “duty” to support or market BPT, and “proprietary informationé&stbly IBM while
under contractSeeTAC {f 2555. However, the court accepts RSI's assertion that such
allegations were intended to “show(] tHBM is acting egregiously,” not to state elements of its
tort claims. Dkt. No. 142 at 17. The mere fact that RSI references the develegeenexf in its
complaint does not convert its tort claims into “breach of contract claim[s}guidie.” Dkt. No.
135 at 14. Thus, while the court acknowledges that a contractual limitations griddover
tort claims under New York law, IBM has failed to show that interpreting the lirm&poovision
to bar RSI's tort claimsi$ the only construction which can fairly be placed theredarow
Communication206 A.D.2d at 923. Accordingly, IBM’s motion fpartial summary judgment
that RSI's tort claims are barred by the two year limitations provisidenied.

2. Estoppel
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A plaintiff may equitably estop a defendant from asserting a time limitation dedahse
under “extraordinary circumstancesAllman v. UMG Recording$30 F. Supp. 2d 602, 608
(S.D.N.Y. 2008)citing Levy v. Aaron Faber, Inc148 F.R.D. 114, 119 (S.D.N.Y. 1993)[T]he
doctrire of equitable estoppel goperly invoked only in cases ‘where the plaintiff knew of the
existence of his cause of action but the defernslanhduct caused him to delay in bringing his
lawsuit.” Helprin v. Harcourt, Inc.277 F. Supp. 2d 327, 337 (S.D.N.Y. 2003) (quoG@aegbone
v. International LadiesGarment WorkersUnion, 768 F.2d 45, 49-50 (2d Cir. 1985)). In order {
establish estoppel on a motion for summary judgment, a plaintiff roffet ‘evidence that it was
misled or lulled by the defendtinto failing to bring its claim in a timely mannernN. Am.
Foreign Trading Corp. v. Mitsui Sumitomo Ins. USA, |4@.7 F. Supp. 2d 576, 582 (S.D.N.Y.
2006). Such evidence may include affirmative misrepresentations by a defendant wghoa whi
plaintiff reasonably relies in delaying legal actidbee idat 582 (finding estoppel applicable
where an insurer misrepresented to its insured that the status of its claimcedain although it
had already determined it would be deniddidss v. Great Ameran Ins. Co, 28 A.D.2d 897, 898
(N.Y. Ct. App. 1967) (finding estoppel where defendant insurer represented that the “loss wq
be adjusted, without litigation”).

On the record before the court, RSI fails to identify evidence showingstiogipelmay
toll the contractual limitations perias toits claimthat IBM breached the audit provision.
However, in its Rule 56(d) declaration, RSI states that “no deposition has been tadiampged
IBM’s request that RSI agree to extend the timeframe withiich to produce information
pursuant to the parties’ agreement with respect to the audit provision.” Dkt. No. 142-1 i21.
contends that a deposition could “show that IBM’s representations that it would produce
information were false,” supporting an estoppel defense. Dkt. No. 142 at 16 A:HE2court
notes that discovery in this action was largely stalled until after the pammsccessful

mediation in October 2011, and that although RSI has not deposed a single IBM witoess si

" The court previously rejected RSI's estoppel argument with respect taytig/r

provision undeAliman v. UMG Recording$30 F. Supp. 2d 602, 608 (S.D.N.Y. 2008), but
pointed out that RSI had alleged “numerous examples of IBM's delaying oafingtRSI's
attempt to exercise its right to an audit.” Dkt. No. 81 at 4.

13

(0]

uld

RS




© 0 N o o A w N e

N N N N N N N NN P B PR R R R R R o
® ~N o M KN W N B O © 0 ~N o ;N W N R, O

then, its failure to do so resulted in part from IBM’s foot-dragging in the productinttén
discovery. See, e.gDkt. No. 131 (April 13, 2012 Order Granting in Part and Denying in Part
RSI's Motion to Compel); Dkt. No. 164 (RSI's Motion to Compel Interrogatory Responses); [
No. 175 (RSI's Motion to Compel Document Production). In this context, the court finds tha
has satisfied its burden under Rule 56(d) to identify the specific facts therfdiscovery would

reveal, and explain why those factsulMbpreclude summary judgmerfbeeFed. R. Civ. P. 56(d);

Tatum v. City & County of San FranciseBtl F.3d 1090, 1100 (9th Cir. 2006). Accordingly, as

explained in more detail at the end of this order, the court will delay a final rulirng @stoppel
issue for ninety days from the date of this oftler.
B. STATE LAW STATUTES OF LIMITATIONS

IBM next argues that RSI's claims for unfair competition and tortious inégréerwith
economic advantage are barred under the 4ygae statutes of limitatiogoverning such claims in
New York. According to IBM, New York law applies because (1) the devebgpeement
contains a New York choice of law provision, and (2) IBM is headquartered in New Yoftk. R
contends that the court should instead apply Nesey&sr sixyear limitations periodbecausél)
RSl is a New Jersey resident, andt(f “situs of the wrong to RSI” occurred in that stest.
No. 142 at 20. Both parties also acknowledgeltratuse California he forum state,
California law maycontrol. Finally, RSI argues that IBM’s motion is premature because it ha
failed to provide discoverthat is “essential” toppose IBM’s assertion that its claims are
untimely. Dkt. No. 142 at 21. The court addresses the choice of law question first.

1. Choice of law

As an initial matter, the court rejects IBM’s argument that the contractualkcbbliaw
provision applies to RSI's tort claims. IBM relies Gardonet, Inc. v. IBMin which this court
applied a similar provision to contract cfes, fraud negligent misrepresentatipanfair

competition, unjust enrichment, and conversi&eeCardonef 2007 U.S. Dist. LEXIS 14518

8 The court expresses no opin@tthis timeas to when RS$ claim for breach of the audit

provision accrued, nor whether RSI would be able to recover damages incurred outside the
limitation period for any claim that accrued after February 16, 2006.
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*7-10. In finding the provision applicable, the court specifically noted that “the efodiaw
provision reacheall of plaintiff's claims since the claims as pled seek the berfgdlamtiff's
bargain with IBM and seek damages of the type remedial in contract under NevawsrkId.

at * 9 (citingNedlloyd Lines B.V. v. Superior Cou8tCal. 4th 459, 464Cal. 1992). As
discussed above, tort claims at issue here do not “emanat[e] from the agreeme e galt
relationship it creates.1d. at 470 (finding a choice of law provision in a shareholders’ agreem
applicable to claims for breach of the implisalrenant of good faith and fair dealing and breach
of fiduciary duty). Further, the choice of law provision by its terms suggests éipgiies only to
contract claims.See Krock v. Lipsa@7 F.3d 640, 645 (2d Cir. 1996)JUnder New York law, a
choiceof-law provision indicating that theontractwill be governed by a certain body of law
does not dispositively determine that law which will govern a claifreof arising incident to the
contract’) (emphasis in original) As RSI’s tort claims fall oudide the scopef thecontractual
choice of law provisionhie court turns to a general choice of law analysis to determine which
state’s langoverns.

“In a federal question action where the federal court is exercising suppénueisdiction
over state claims, the federal court applies the chaiidaw rules of the forum state Paracor
Fin., Inc. v. GE Capital Corp96 F.3d 1151, 1164 (9th Cir. 199@}alifornia uses a
“governmental interestapproach to the choice of laws, requirthig court toproceed by
following three steps:

First, the court determines whether the relevant law of each of the potentially
affected jurisdictions with regard to the particular issue in question is theasame
different. Second, if there is a differenchetcourt examines each jurisdictisn
interest in the application of its own law under the circumstances of the particula
case to determine whether a true cantixists. Third, if the coufinds that there is

a true conflict, it carefully evaluates andmpares the nature and strength of the
interest of each jurisdiction the application of its own law to determine which
statés interest would be more impaired if its policy were subordinated to the policy
of the other state, and then ultimately apptiee law of the state whose interest
would be more impaired if its law were not applied.

McCann v. Foster Wheeler LL.@8 Cal. 4th 68, 87-88 (Cal. 2010).
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Here, there is no question that the relevant law of each jurisdiction diSeedorbrook
Labs. Ltd. v. G.C. Hanford Mfg. Cd.26 Fed. Appx. 507, 509 (2d Cir. N.Y. 20@B)reeyear
limitations period for unfair competition claim)Jimannglass v Oneida.td., 86 A.D.3d 827, 828
(N.Y. App. Div. 3d Dep’t 2011)tbireeyear period for tortious infenee claims)Kelly v. Estate of
Arnone No. 08-6046, 2009 U.S. Dist. LEXIS 66945, at *19 (D.N.J. Aug. 3, 23®8)year period
for unfair competition)jn re Bernheim Litig.290 B.R. 249, 258 (D.N.J. 200&)x-year period
for tortious inference); CaBus. & Prof. Code, 8 1720@ur-year period for unfair competition);
Knoell v. Petrovich76 Cal. App. 4th 164, 168 (Cal. Ct. App. 19@9)o-year period for tortious
interference).

The court therefore considers floeums’ competingnteress in applyng their own
statute of limitationsto the instant claims“Where the conflict concerns a statute of limitations
the governmental interest approach generally leads Califoonids to apply California la.
Deutsch v. Turner Corp324 F.3d 692, 716-717 (9th Cir. Cal. 2003)ations omitted). As the
Ninth Circuit has explainedCalifornia’s interest in applying its own law is strongest when its
statute of limitations is shorter than thatloe foreign state, because a state has a substantial
interest in preventing the prosecution in its courts ohetawhich it deems to be ‘staleHence,
subject to rare exceptions, the forum will dismiss a claim that is barred by its sfatute
limitations”” Id. (citing RESTATEMENT(2D) OF CONFLICT OFLAWS § 142 (1988)

RSl hasnotdemonstrated that this case presents a “rare exception” warranting the
application ofNew Jersey statutes of limitations, which are substantially longer thanrGali
While New Jersey has an interest nedulating conduct that occurs within its borgelcCann
48 Cal. 4th at 98, it is not clear that the conduct at issue here has any connectiorleyddgw
apart from the fact that RSl is a New Jersey residahthe same time that RSI claims New
Jersey as the “situgif IBM’s alleged wrongdoing, it emphasizes that “relationships with
customers and potential customers worldwide” were affdogd8M’s actionsand argues that
“given the global scope of IBM’s activities with respect to BPT and BRferdhination of what
unfair competition statute(s) apply ... is still prematur®Kt. No. 142 at 19; 19 n. 1RSI

cannot have it both ways. Without evidence #mtof theconductunderlying RSI's claims
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occurred in New Jersey, the corejectsRSI’s conclusory assertiohdt IBM’s purported
transgressions were “directed” at that st&fempare AllGood Entm't, Inc. v. Dileo Entm't &
Touring, Inc, 726 F. Supp. 2d 307, 315 (S.D.N.Y. 20(&)plying New Jersey law tortious
interference with contract claim despite the taeit the allegedly tortious conduct occurred in
various locations becautiee plaintiff resided in New Jersey and the contract at issuésigaed
and notarized in New Jersey'rurther, even if RSI’s claims “accrued” in New Jerbegause
RSl sustainednjury therea state’s interest in “providing a remedy toa potential plaintiffm a
case in which the defendasitllegedly tortious conduct occurred in another state is less than
interest when the defendasmitonduct occurred iithat state] McCann 48 Cal. 4th at 99.
Finally, although New Jersey has an interest in compensating its domiciiearigsir injuries
see, e.g.Pine v. Eli Lilly & Co, 201 N.J. Super. 186, 192 (N.J. App. Div. 1985), California coy
generally give little weighto aplaintiff's residencen choosing the appropriate statute of
limitations  SeeAshland Chemical Co. v. Provend9 Cal. App. 3d 790, 794 (Cal. Ct. App.
1982)(“ Statutes of limitation are designed to protect the enactingstatatents and couft®m
the burdens associated with the prosecution of stale cases in which memories lthaadade
evidence has been 103t McCann 48 Cal. 4th at 102 (applying an Oklahoma statute of reposq
a tort claim brought by a California resident). The couwrs ttoncludes that it would be
inappropriate to apply New Jersey’s longer limitations periogseaserveclaimsthat would be
time-barred under California law

The cournextturns to the application of New York&atutes of limitationsone of which
is longer than California’s (tortious interference) and one of which is shortiir competition).
Although a strict interpretation of choiod-law principles might mandaselectinghe shortest
limitations period for each claim, neither party sitey authority fragmenting an action in such
manner, and the court has found none. Doing so would clearly complicate the case, undern
the forum’s interest inffow its judicial machinery functions and how its dqanocesses are
administered RESTATEMENT(2D) OF CONFLICT OFLAwWS 8§ 122 (1988). The couttherefore
declines to deviate from the “general” rule expressdgeutschrequiring the application of

California statutes of limitation tboth ofRSI’s claims.
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2. Timeliness of RSIs state lawclaims

Under Californidaw, RSI's claimdor tortious interferenceith prospective economic
advantagand unfair competitioare untimely if theyaccrued before February 18, 2006 and
February 18, 2004, respectivelgenerally speaking, a claim accrasthe time when the cause
of action is complete with all of its elementdzox v. Ethicon Endo-Surgery, In&5 Cal. 4th 797,
806-807 (Cal. 2005) (citation omitted). An important exception to the general rule is the
“discovery rule,” which postpones accrual of a cause of action until the plaintifivaiss, or has
reason to discover, the cause of actitth. A plaintiff has reason to discover a cause of action
when he or she “has reason at least to suspect a factual basis for its elefder@s’a motion
for summary judgment, the party seeking the benefit of the of the discovery rdgiied to
provide evidence establishing a triable issue of fact as to whether the rule.appi&sConnor
v. Boeing N. Am.311 F.3d 1139, 1150 (9th Cir. 20(2iting Celotex Corp. v. Catretd77 U.S.
317, 323 (1986)

I. Misappropriation-based claim

IBM first argues that RS claim for‘misappropriationstyle unfair competitior”’ accrued
in 2001, when IBM publicly announced the release of BPA and ithelrawalof its support for
BPT. In Opals on Ice Lingerie, Designs by Bernadette, Inc. v. BodyLines4R&eF. Supp. 2d
286, 297 (E.D.N.Y. 2004), the plaintiff alleged that the defendant misappropriated théfidainti
bra designs based on samples provided to the defendant, and then disparaged the plaintiff’
reputation by telling consumers that its products were superior. The court found gtatutesof
limitations on plaintiffs unfair competition claim began to run at “the point at which [the
defendant] misappropriated [the plaintiff's] designs and manufactured and soldstiitsrowen.”

Id. AlthoughOpalsis a New York casdrSl cites no authority suggesting such conduct would be

® IBM characterizes RS unfair competition claims as primariignisappropriation

style—based on allegatiortbat IBM used RSI's proprietary information in developing BPA and
then marketed BPA to RSIpotential customersor “Lanham Actstyle”—based on allegations
that IBM both chose a confusingly similar name for its product and made falsespatading
statements about BPT to third parti€eeDkt. No. 134 at 16; Dkt. No. 135 at 25. While IBM
suggests that both claims are untimely under any number of theories, its Haoefiags on the
argument that the “misappropriatistyle” claim is barred by the state law statute of limitations
while the “Lanham Acstyle” claim is barred by laches.
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treated differently undeCalifornialaw. Further, give©pals similarity to the allegations here,
the court finds its reasoning persuasive. Accordingly, the court concludes thatitethdrS1s
unfair competition claim is based on the alleged misappropriation of proprietamatfon, it
accrued in 2001.
il Claims based on other alleged misconduct

IBM nextpoints to numerous instances of alleged miscondedtified by RSI in its
interrogatory responses as sugipayits state tort claimsIBM argues that eveif such claims are
not barred in their entiretyartial summary judgmerg appropriate if particular “bad actare
asserted to have caused injunyRi8I outside the limitations period.

Specifically IBM identifiesnine customers that were allegedly offered discounted &P
BPA licensesapractie that RSI asserts wagended to gain an unfair competitive advantage f
IBM: (1) YKB Bank in February 2000; (2) Blue Cross/Blue Shield of Montana in April 2000;
AmerUs Life in July 2000; (4) Lufthansa on or about August 31, 2001; (5) CSC in or around
or June 2001; (6) CNF on or about September 7, 2001; (7) IT Austria on or about October 1
2001; (8) Winterthur Insurance on or about April 25, 2005; and (9) Manulife Canada in or ar
November 2005SeeDkt. No. 134 at 17-18; Morgan Decl. CLIPx. Fat 913. IBM also
highlightsten instances in which customers either cancelled existing BPT licenseasedi¢al
enter into BPT licensesy delayed negotiations with RSI as a result of IBlélleged misconduct.
These include: (1) YKB Bank failure to enter into a licensing agreement with RSI in February
2000; (2) Blue Cross/Blue Shield of Montana’s decision not to license through RSI in April 2
(3) the yealong delay in RSk negotiations with AmerUs Life in July 2000; (4) Telestra
cancelation of its BPT license in mid001; (5) CSGS rejection of a BP license in May or June
2001; (6) American Express’ cancellation of BPT and installation of BPA in 2p84; (7 the
State of Louisiana’s “announcement” that it would not renew a BPTskcenfavor 6a BPA
license in May 2004, (8) Morgan Stanley Dean Witter's cancellation of its BEfiske on April
22, 2005; (9) Northwestern Mutual Life’s cancellation of a BPT license in favor BifaliBense

in October 2005and (10) Manulife Canada@elay in licensing BPT in or around November
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2005. SeeMorgan Decl. CLP, Ex. F at 9-26.

Although it is not clear whether the identified “bad acts” support causets@f &ar
unfair competition, tortious interference, or both, RSI does not @ispat its claims accrued on
the dates identified by IBMInstead it simplyargues that it is entitled to further discovery in
order to determine “when the various instances [of misconduct] were discovelddNoD142 at
21.

The court finds this argument unpersuasive. The date on which RSI discaveénstince
of alleged misconduas aconcretepiece of information within RSI's controfet RSImakes no
attempt to identify such dates in its briefing or declarati@@smpareVISA InternationaBervice
Asso. v. Bankcard Holders of Ameri@@4 F.2d 1472, 1476 (9th Cir.1986a)lowing additional
discovery becaus®ublic confusion, the object of discovery in this case, is a broad phenomel
the existence of which is neither easily proven noihedsproven’). In addition, given that RSI
admits to being in regular contact with all or most ofrthmedcustomers, it is reasonable to infe
that it knew of IBM’s actions when they occurred. This inference is supportecebygdtory
responses tlicating thatRSlwas generallyaware of what IBM was doingSee, e.g.Morgan
Decl., Ex. F at 12 (“On or about August 31, 2001 ... RSI learned that IBM was improperly
charging Lufthansa [for BPT licens€9].id. at 13 (In or around May or June 2001 ... RSI’
distributor was advised by a CSC representative that it did not need BPT througbcB&de
IBM had given them BPT free of charge.

Furthermoreas noted above, “a party requesting a continuance pursuant to Rule [56(
must identify by affidavithe specific factshat further discovery would reveal, and explain why
those facts would preclude summary judgmefitdatum 441 F.3cat 1100. RSI’'s Rule 56(d)

declaration cites a number of outstanding discovery requests, but identifi@estsorélevant to

19 |BM alsoidentifies Bank of New York Mellon cancellatiof a BPT license in June 13,
2001. However, RSI's interrogatory responses indicate only that Bank of New Y ddaMeas
the target of misleading communications from IBM, not that it cancelled a BPTdicBase
Morgan Decl., Ex. F at 9.
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when RSI learned of the alleged bases for its tort claBesDkt. No. 142-1 (Shultz Decl.) 13.
In addition,as IBM’s motion seeks only partial summary judgment, denyingsR8guest will
not “foreclosé anyinquiry relevant to the remainingstances of alleged misconduct occurring
within the limitations period Compare VISA Internationa¥f84 F.2d at 1476.

The court thugrants IBMs motionin part, finding thathere is no issue of fact as to
whether the following claims are untimely) the “misappropriatiosstyle” unfair competition
claim; (2) other unfair competition claims based on the identifisnces of miscondutttat
occurred before February 18, 2004; and (3) tortious interference claims bakeddentified
instances of msconduct that occurred before February 18, 2006.

C. LACHES

Finally, IBM argues that RSI's Lanham Act claims, as well as the poofids unfair
competition claim based on identical allegations, are barred by ladteshes is an equitable
time limitation on a party right to bring suit, resting on the maxim tleate who seeks the help
of a court of equity must not sleep on his rightslarrow Formulas, Inc. v. Nutrition Now, Inc.
304 F.3d 829, 835 (9th Cir. 200@jtations omitted). Laches is a valid defenseltanham Act
and unfair competition claimdd. at 842. A party asserting laches must show t{igthe
plaintiff’'s delay in filing suit was unreasonable, andi(2yould suffer prejudice caused by the
delay if the suit were to ctinue. Id. at 838 (citingDanjaq LLC v. Sony Corp263 F.3d 942, 951
(9th Cir. 2001)).

“The limitations period for laches starts from the time the plaintiff kneshould have
known about its potential cause of actioff.illamook Country Smoker, Inc. v. Tillamook County

Creamery Asg, 465 F.3d 1102, 1108 (9th Cir. 2006) (citations omitted). Because the Lanham

11 gpecifially, RSI seeks: (a) documents pertaining to audits and extensions of time
requested by IBM to conduct audits; (b) revenue received from each custonanéyo whom
IBM licensed [BPT]; (c) communications with each customer by name to whonlitehsed
BPT; (d) communications with each customer by name to whom IBM licensed [B®A]; (
communications concerning the choice of the name BPA; (f) internal communiocatibms|IBM
concerning RS$ audit requests; (g) documents regarding IBM’s efforts to complyRSI s
audit requests; (h) documents regarding cancellation of BPT licenses igdi3dd; ki)
communications between IBM and current or prospective customers as to tloivegiibutes
of BPT; and (j) numerous other issues. Dkt. No. 142-1 (Schdtl.) § 3.
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Act does not contain its own statute of limitations, courts first determine when théidingta
period expired forthe most closely anajous action under state lawJarrow Formulas 304
F.3d at 836.If the plaintiff files suitwithin the limitations period for the analogous state action
is presumed that lachdses not apphythe presumption is reversed if the plaintiff files séti¢a
the analogous limitations period has expir&ee idat 838.

IBM asserts, and RSI does not dispute, that the “analbgtatsitesof limitation are
Californids four-year periods for unfair competition and state trademark infringerSeaCal.
Bus. & Prof. Code § 17208; Cal. Code Civ. Proc. §2¥3M Express, Inc. v. ATM Express, Inc.
No. 07-1293, 2009 U.S. Dist. LEXIS 83756, at *9 (S.D. Cal. Sept. 11, 2009). Itis also undis
that the limitations period applicable to RSfalse advertism claim is Californias threeyear
fraud statute.SeeCal. Civ. Proc. Code § 338(d)arrow Formulas 304 F.3d at 838. Thus, if
RSI's claims for trademark infringement and false advertisiogguedoefore February 2004 and
February 2005, respectively, laches is presumed to apply.

1. Accrual of RSI's Lanham Act claims

RSTIs trademark infringement claim is based on the allegation thatsiBbge of the term
“Buffer Pool Analyzer” is likely to confuse potential customers as to theifprigveloper, and
capabilities of the Buffer Pool Tool and the Buffer Pool Analyzer.” TAC RS3I'sfalse

advertising claim alleges that IBMnade and continues ... to make false and misleading

statements to third parties, disparaging’&§oodwill and the quality and reputation of the Buffe

Pool Tool.” Id. § 28. According to RSI, the essence of such statements is that BPA is the
“functional equivalent” of BPT, when in fact it is an inferior product. Howeveitsi
interrogatory responses, RSl identified only onecifir statemenéalleged to be misleading: the
announcement ilBM’s 2001software withdrawal letterthat BPT would be replaced by BPA.”
Morgan Decl. CLP, Ex. F at 9.

RSI does not dispute thatwis aware of the name of BPA aheé fact that it s being
touted as areplacemeritfor BPT in 2001. However, it argues that its Lanham Act claims did
accrue until 2005, when discoveredhe*“level of confusion experienced by its target customer

and the extent to which IBM was making disparaging statemérikt. No. 139 at 16. Both
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arguments i@ unavailing. For the purposélaches, a trademark infringement claim accrues
when a plaintiff has actual notice of an allegedly infringing mark and knowledgea tlefendant
is usingthemark ina similar market. Tillamook,465 F.3d at 1109. That ke laches clock
begins when the plaintiff knows or should know of the “prosp&cbnfusion,” not whenthe
likelihood of confusion loom[s] large.Td. (quotingGrupo Gigante S.A. de C.V. v. Da&oCo.,
391 F.3d 1088, 11031t Cir. 2004)). Similarly, because all of IBM’s allegedly misleading
communications are merely variations on the theme of the 2001 announdéenéndt that RSI
did not become aware of thextent of IBM’s disparagement until 2005 is irrelevai@eelJarrow
Formulas 304 F.3d at 837 (“The presumption of laches is triggeranyipart of the claimed
wrongful conduct occurred beyond the limitations perio@efhphasis added);

Bridgestone/Firestone Research, Inc. v. Auto. @eld’ Ouest De La Frange245 F.3d 1359,

1364 (Fed. Cir. 2001) (“The theory of continuing wrong does not shelter [a defendant] from the

defense of laches.”) (citation omittedds RSI knew enough to bring Lanham Act and unfair
competitionclaims in 2001yvell outside the applicable limitations periods, the court presumes
that laches is applicable.

2. Reasonableness of delay

Despite this presumption, IBM still bears the burden of showindR&#s delay in filing
suit was unreasonable, and that IBIffered prejudice as a resullarrow Formulas 304 F.3d at
838. In considering whether a plaintfftielayis reasonable;ourts look to the cause of delay.
Danjag 263 F.3cat 954. “Delay has been held permissible, among other reasons, when it is
necessitated by the exhaustion of remedies through the administrative préesg,isvused to
evaluate and prepare a complicated claim, and when its purpose is to determiee thbetbope
of proposed infringement will justify the cost of litigatibnld. (citations and quotation marks
omitted).

Here,RSI provides no valid explanation for its nearly seyear delay in filing suit. First,
it points to the fact that when BPA was first introduced, its name was precedesivbgrt
“IBM,” and was only later shortened tmifror the name by which RSI called BPTDkt. No.

139 at 16. This assertion is contradicted by IBEDO1 product announcementhich identifies
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the producsimply as‘DB2 Buffer Pool Analyzer for z/OS.” Mink Decl., Ex. I. In addition,
although calling the product “Buffer Pool Analyzer” rather than “DB2 Bu#eol Analyzer for
z/OS” may have slightly increased the likelihood of confusion with RSI's “Bifé®l Tool for
DB2,” it does not justify waiting seven years to bring gnmgement action. This is particularly
true given that RSI has insisted from the beginning that the likelihood of confusion héwee

two marks is a matter of “common sense.” Morgan Decl., Ex. EE at 3.

As noted above, RSI also justifies its ddbgyasserting that it was unaware of the “extent

of IBM’s misconduct until 2005. Because it is undisputed that RSI had enough information t
bring a Lanham Act claim in 2001, such an allegation does not create a mateeiaif isct
sufficient to avoidaches. SeeJarrow Formulas 304 F.3d at 837%Grupo Gigante391 F.3cht
1103. Furthermore, having initiated an active campaign to convince customers thabBfRA w
the functional equivalent of BPT beginning in 2001, RSI should not be able to defend its del
the ground that it was oblivious to IBM’s alleged statements to the contrarycotiheherefore
finds that RSI's delay was unreasonable.

3. Prejudice

The Ninth Circuit recognizes two primary forms of prejudice in the lachetext: (1)
expectationdased prejudice, and (2) evidentiary prejudibanjag 263 F.3dcat 954. Either kind
of prejudice is sufficient to support a finding of lach&ge, e.gJarrow Formulas 304 F.3d at
837 (considering only expectatiobased preidice); Nartron Corp. v.STMicroelectronics, In¢.
305 F.3d 397, 411 (6th Cir. Mich. 200@)oting that ‘any prejudice is sufficient, including an
increase in potential damages or a loss of evidgfemphasis in original).

A defendant may show expectations-based prejudice by producing evidencettodt “i
actions or suffered consequences that it would not have, had the plaintiff brought suit pfomg
Id. Such prejudice may arise where a defentantested money to expand its business or ente
into business transactions based on his presumed.tidfitber v. Glenn Miller Prods. 318 F.
Supp. 2d 923, 944 (C.D. Cal. 2004ijt'd by Miller v. Glenn Miller Prods.454 F.3d 975 (9th Cir.
2006)(granting summary judgment for defendant that invesignificant amount of time and

money in developing its merchandising program, cultivating a market foodsigr;, and forming
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relationships with sub-licensees throughout the wodidpanjag 263 F.3cdat 954 (upholding
laches bar to copyright infringeent case based on the defendantiscontested evidence that it
invested approximately one billion dollars in the development, production, marketing, [and]
distributionof the[allegedly infringingmovies). The fact that a defendant continues to engag
in its existing practices, thus incurring additional potential liability as a restiieqgilaintiff's
delay, may also demonstrate prejudiS&=eWhittaker Corp. v. Execuair Corp/36 F.2d 1341,
1347 (9th Cir. 1984)ExperExchange, Inc. v. Doculex, Indo. 0803875 JCS2009 U.S. Dist.
LEXIS 112411, at *64 (N.D. Cal. Nov. 16, 2009) (“It is undisputed that DocuLex continued tq
incorporate Plaintifs RTK software into its products, many of which Plaintiff now alleges are
infringing. Thus, the delay Barejudiced DocuLex by increasing the potential liability it faces
with respect to these products.”).

Here, it is not disputed that IBM released seven different versions of BR&dre2001
and 2010, earnirjj||| |} ]l  in licensing revenuseeMink. Decl. COA 1 22;
Tiffany Decl. § 23. Further, IBM has incorporated BPA functionality into other products,
generating an addition il  in revenu@eeMink Decl. 11 23-27; Tiffany Decl. 1 3.
RSI seeks damages based on the profits generated by IBM on both standalone@s®s bnd
sales of the aggregate producBeMorgan Decl. COA, Ex. OO at 3. Had RSl raised a challef
to IBM’s use of the BPA name or its alleged marketing practices edBMrywould have had an
opportunity to change course, substantially reducing its potential liability. othietbus finds
that IBM has demonstrated prejudice as a result of RSI’'s delay.

RSI argues that IBM cannot show prejudice because it has “done nothing to develop
recognition of the BPA name” or associate it with the IBM brand. Dkt. No. 139 at l2elRS
onInternet Specialties West, Inc. v. Milon-Digiorgio Entes&9 F.3d 985, 992 (9th Cir. 2009),
which considered whether laches could bar a trademark claim where the deféypuieally did
not even include the [allegedly infringing mark] in [its] advertisements.” gdtiat laches is
meant to protect an infringer Wwose efforts have been aimedatld[ing] a valuable business
around its trademarK the Court of Appeal uphelthe district court’s rejection of a laches

defense.ld. (emphasis in original; citation omitted).
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Internet Specialties distinguishable from the instant case in two important respects.
First, while the use of the infringing mark by the junior usdnternet Specialties/as virtually

invisible, RSI has expressly argued that IBMphasizethe BPA name in its marketing material

4

order to capitalize on BPT’s goodwilSeeDkt. No. 139 at 5. Seconthternet Specialties
concerned only a claim forjumctive relief, not damages. Therefore, the possibility that the
defendant might incur increased liability as a result of the plaintiff's detag primary form of
prejudice raised by IBM-was simply not an issue in that case. The court thus findinteatet
Specialtiess inapposite, and concludes that IBM has met its burden to show prejudice.

4. E-Systems factors

In addition to the factors addressed above, courts considering a laches tiefens

trademark infringement claim aresalinstructed to consider: “1) the strength and value of

trademark rights asserted; 2) plainsftliligence in enforcing mark; 3) harm to senior user if rel|ef

denied; 4) good faith ignorance by junior users; 5) competition between senior and jargor us
and 6) extent of harm suffered by junior user because of senior user’'s del8ystems, Inc. v.
Monitek, Inc, 720 F.2d 604, 607 (9th Cir. 1983).

The fourth and sixtE-systemsactors overlap with the court’s discussion of willfulness
and prejudice. Thus, the court finds that each weighs in favor of laches. Of the mgrfaini
factors, the court concludes that two support a finding of laches, while two do not.

I. Factors supporting laches
() The strength and value of the plaintiffs marks
“Trademark law offers greatprotection to marks that are ‘strongg., distinctive.The
strength of a mark is ¢&rmined by its placement orcantinuum of marks fromgeeneric),
afforded no protection; through ‘descriptiv@’‘suggestive, given moderate protection; to

‘arbitrary or ‘fanciful’ awarded maximum protection.E. & J. Gallo Winery v. Gallo Cattle Co.

174

967 F.2d 1280, 1291 (9th Cir. 1992)tations omitted). In analyzing the strength of a mark, the

court must evaluate tfmame as whole, rather than looking to its constituent parts individually.

Committee for Idaho’s High Desert v. Y,082 F.3d 814, 821 (9th Cir. 1996).

Considering the “Buffer Pool Tool” mark as a whole, the court concludes thattibesta
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descriptive. Descriptive marks define qualities or characteristics of a product in ghttoaward
way that requires no exercise of the imagination to be understé@mdall-Jackson Winery, Ltd.
v. E. & J. Gallo Winery150 F.3d 1042, 1047 n. 8 (9th Cir. 1998pr example, the Ninth Circuit
has explained that ““Honey Baked Ham a descriptive term for a ham that has been baked w
honey and ‘Honey Roast’ is a descriptive term for nuts that have been roasted with hdney
Here, RSI appears to concede thmtffer pool” is a generic term for “a group of memory or
storagedevice locations that are allocated for temporary storage especially transter

operations.” Morgan Decl. COA, Ex. B. In combination with the word “tool,” it takés litt

imaginationto understand that the mark “Buffer Pool Tool” refers to an apparatus for managing

buffer pools.

As RSI points out, “advertising expenditures can transform a [weak] mark intmg str
mark,where... that mark has achieved actual marketplace recogriitiBrookfield Communs. v.
W. Coast Entm’t Corpl174 F.3d 1036, 1058 (9th Cir. 1999). In his declaration, Joel Goldstei
states that since 1995, RSI has spent $1.5 million advertising BPT in trade joemalisly
attended conferences at which BPT was discussed, and created a marketing videat¢o ed
executives about puffer pool tuning. Goldstein Decl. | 7-12. RSI’'s expert, Martin Hated, s
that in 2001, BPT was recognized as the leading puffer pool tuning software andocatad
with both the “Buffer Pool Tool” name and RST. Hubel Decl. § 12. Whdeclaratiorirom a
trademark plaintf has*little probative value regarding the assessment of [secondary méaning
the court gives weight to Mr. Hubel's uncontroverted declaration and fiatishe BPT mark has
acquired at leastomeactual marketplace recognition. Nevertheless, because such evidence
slight, the mark is entitled to only limited protectidh.

(1 Plaintiff ’s diligence in enforcing the mark
RSI has not diligentlyrdorced the BPT mark since its registration in 1997. Although it

admittedly aware that another entity, ESAI, has a competitive product oratketroalled

12 RSl argues that its matias beemegisteredor more than five years, it is incontestable.
Seel5 U.S.C. § 1065. While the court agrees, BPT’s incontestability “does not estalihstt it..
is a particularly strong mark.Miss World(UK), Ltd. v. Mrs. America Pageants, In856 F.2d
1445, 1449 (9th Cir. 1988).
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“BPA4DB2” or “Buffer Pool Analyzer for DB2,” RSI concedes that the onlyomd it has taken
to police its mark have been directed at IBBeeMorgan Decl. COA, Exs. S, V, W, EE at 3
addition, RSI continued to do business with IBM for seven years after the introducti®#of B
without ever indicating it was “troubled by the similarity in therksd American Int'l Group,
Inc. v. American Int'l Banko26 F.2d 829, 834 (9th Cir. 1991) (Kozinski, J., dissenting) (noting
that this factor favored a defendant that openly used the mark for five yearsl dnidiess with
the plaintiff). This factortherefore weighs in favor of laches.
il Factors weighing against the application of laches
() Competition between users

It is undisputed that RSI and IBM compete for customers in the DB2rt@oleet The
parties also agree that such customers “fall within a relatively small catefgarge businesses.”
Goldstein Decl. CLP. 1 4. As botompanies hope to license similar products to the same
companies in the same markéistfactor plainly weighs against a finding of lach&geGrupo
Gigante 391 F.3d at 1104 They both sell groceries to a very broad customer base in close
proximity to one another. Thus, this factor weighfthie plaintiff's] favor.”).

() Harm to senior user if relief is denied

The question of whether a senior user will be harmed if relief is denied tugaky/lan the
court’s analysis of the likelihood of confusioBeeGrupo Gigante391 F.3dat 1103 (considering
likelihood of confusion under the thitSystem$actor). Here, RSI has at least raised an issug
fact as to whether consumers are likely to be confused as to the source of BFA. dR8I
submitted evidence of actual customer confusion, including five emails from gtigepe
current customers, as well as declarations from Joel Goldstein and RSépedsgmtatives
indicating that more than thirty customers have expressed confusion. RSlalsogor several
emails evidencing confusion within IBM. “Evidence of actual confusion congipetsuasive
proof that future confusion lkely.” Thane Intl v. Trek Bicycle Corp.305 F.3d 894, 902 (9th
Cir. 2002)(citation omitted)see alsd_ahoti v. Vericheck, Inc636 F.3d 501, 509 (9th Cir. 2011)
(considering testimony that the plaintiff's sales offices received phondrcaiisanfused

customers evidence of actual confusion). The plain similarity between tre“®uffer Pool
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Tool” and “Buffer Pool Analyzer” also demonstrates a likelihood of confusi&nilro.com, Inc. v.
Walt Disney Cq.202 F.3d 1199, 1206 (9th Cir. 20q0Pbwviously, the greater the similarity
between the two marks at issue, the greater the likelihood of confusion.”). Finallistitted
declarations stating that while theersof DB2 software are teebavvy and likely to know the
difference between BPT drBPA, most purchasers, including managers and administrators, do
not. “So long as the reasonably prudamtchaseris] likely to be confusetbetween the més,
the trademark owner hagight ... to bring an infringement clairh Tillamook Country Smoker
465 F.3d at 1112-1113 (emphasis added).

IBM argues that RSI's evidence of actual confusiameigninimus To withstand a motion
for summary judgment, a plaintiff must produce evidence that an “appreciable nwhpedple
are confusedbout the source of the produdthane Int’l, 305 F.3cht 902 (quotingentrepreneur
Media v. Smith279 F.3d 1135, 1151 (9th Cir. 2002)). While the court agrees that RSI’s
evidence—patrticularly declarations from salespeople who do not identify customeranhg—s
somewhat weak, emails from five customers and Goldstein’s identification ofowsrepecific
clients who expressed confusion supports a finding that future confusion is Hesye.g.
Moroccanoil, Inc. v. Moroccan Gold, LLG90 F. Supp. 2d 1271, 1279 (C.D. Cal. 20@i8aying
four instances of actual confusion weighed in favor of finding a likelihood of confusiaMng
this factor little weight” in light of the small number of examples). IndeedBldsemphasizes
that DB2 software is sold to a “relatively small base” of custoniékis,No. 135 at 23the fact
that somewhere between five and thirty customers have expressedaotdidss on more
significance.Compare George & Co., LLC v. Imagination Entirtd., 575 F.3d 383, 399 (4th
Cir. 2009) (finding four instances of confusida minimusvhere plaintiff sold 500,000 units per
year).

IBM also argues that any confusion between BPA and BPT stems from tHeatambth
include the generic term “buffer pool.” As “it is proper to discount imdarity of generic parts
of conflicting marks’ the court agrees that the prevalence of a generic term in both marks
weakens RSI's position. MCCARTHY ON TRADEMARKS AND UNFAIR COMPETITION 8 23:49(4TH

ED.). IBM also attributes much of the confusionthe fact that it hakegitimatelylicensed BPT
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under the name “DB2 Buffer Pool Tool” for more than a decade. Finally, IBM Sigloinait
declaration indicating that purchasers of DB2 tools are “sophisticated ... @spiahals” whose
likelihood of confusion between BPA and BPT is “close to zero.” Mink Decl. {H8Rvever, a
this directly contradicts the declarations of RSI's witnesses, the defgcestomer sophistication
presents a factual issue. Accordingly, while the court considers this iskge aall, it cannot
conclude as a matter of law that there is no likelihood of confusion concerning the cbBRA
and BPT.

iii. Remedy

The fact that there are considerations both supporting and weighing agaaygplibation
of laches does n@&nd the court’'s analysis. SEblishing a likelihood of confusion does not
automatically defeat a laches defensérupo Gigante391 F.3d at 1104 (upholding a laches
defense even where one factor weighed “heavily” in the plaintiff's favor astiemwas a “close
one”). Rather, where theis a significantikelihood of confusion but the defendant shows
prejudice from the plaintiff’'s unreasonable delay, courts often strike a ngdull@ad,allowing
claims forinjunctive reliefto proceed but barringaiims for damagesSee, e.gKason Indus. v.
Component Hardware Groyd20 F.3d 1199, 1207 (11th Cir. 199@niversity of Pittsburgh v.
Champion Products, Inc686 F.2d 1040, 1044 (3d Cir. 198@8gscribing the rhuch more
common situation in which thdgntiff’s less egregious delay will bar its claim for an accountir
for past infringement but not for prospective injunctive réliefUltimately, “the equitable nature
of estoppel by laches must be foremost in the counthd” Kason 120 F.3dat 1207.

Here, #owing monetary recovery will substantially prejudice IBM, which has tped
significant revenues-and thus increased its potential for liab#itgs a consequence of RSI's
unreasonable delay. However, no similar prejudice would result from an injunctionrrgdBivi
to change the name of its buffer pool tuning software. Although there is some et &éBigEs
investment in the BPAame the product is generally distributed as part of a bundle of DB2
products, which themselves are but a small piece of the IBM empire. Thus, it dappeet that
IBM has ‘buil[t] a valuable business around its tradeniat&rupo Gigante391 F.3d at 1105

(upholding denial of injunctive relief on laches grounds). Furthermore, given the fiastied
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surraunding the likelihood of confusion, precluding the possibility of an injunction at this stagg in

the litigation may harm consumers, who bear no responsibility for RSI's mhefidipg suit. See
RESTATEMENT(THIRD) OF UNFAIR COMPETITION 8 31(1995)(“[B]ecause of the public interest in
preventing the deception of consumers, delay by the trademark owner will not oydirsaidle it
from obtaining an injunction if there is strong evidence of likely or actual comft)s Therefore,
the court tentatively holds that laches bars RSI’s claims for damagest listataim for
injunctive relief.

5. Willful Infringement

While the court is inclined to find RSI's trademark claim for damages barred byslache
RSI last argues that IBM willfully infringed t@PT mark, precluding a laches defenSee
Danjaqg 263 F.3d at 956 (“dches does not bar a suit against a deliberate infringén.order to
show willfulness, a plaintiff must establish that the defenkiaetvthatit was engaging in
trademark infringment. See idat 957. This burdeis a “heavy” one.Conan Properties, Inc. v.
Conans Pizza, Inc752 F.2d 145, 150 (5th Cir. 1985)o foreclose the laches defenaglaintiff
must offer evidencdemonstratinghat the defendariemployed the allegiy infringing mark
with the wrongful intent of capitalizing on its goodwillld.; Morgan Creek Productions, Inc. v.
Capital Cities/ABC, In¢.No. 89-5463, 1991 U.S. Dist. LEXIS 20564, at *24 (C.D. Cal. Oct. 28,
1991)(“T he fact that ABC picked up THE YING RIDERS as a series and gave it its name after
the tremendous success of YOUNG GUNS could be construed as evidence of inmpeopdr i

RSI has not yet provideslifficientevidenceo createa factual issue as to willful
infringement. However, in its Rule 56(d) declaration, RSI compthisdbecause the string of
internal IBM emails discussing prospective names for BPA was “reqamttiuced, RSI has not
had an opportunity to seek more information from the “nine individuals identified in that
correspondence.’Dkt. No. 1417 11 RSI also notes that it has been unable to depose an IBM
employee who made the following statement in an interrogatory resporasenttheard no
complaints from RSI despite IBM’s continued public use of the DB2 Puffer Pool Aanatyark,
IBM ultimately elected to aggregate [BPA] with other functionality tatzether product

offerings.” See idf 2930. RSI argues thdurther discoveryn these two areas could reveal that
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IBM chose a confusingly similar name with théeint of confusing DB2 customers, supporting
claim of willful infringement. As discussed above with respect to estoppel, theficolsrRSI's
Rule 56(d) declaration sufficient to justify delaying a final ruling on lacbesihety days from
the date othis order.
D. RULE 56(D) CONTINUANCE

Accordingly, the court granes ninetydaycontinuance to allow RSI to attempt to discov
further evidenceoncerning the issues of willful infringement and estopgS] may submit a
supplemental brief of nmorethan ten pages on these two issues within ninety days of the da
this order. If RSl files such a brief, IBM may respond with a brief no longartémapagewithin
ten days of the date of RSI's filing. The court will consider any such brjefmywill either
adopt or modify this ordewith respect tdhose two issuesnly. Unless the court requests a
hearing, the matter will be submitted on the papers.

It is so ordered.

DATED: July 26.2012

fonatam i gz

Ronald M. Whyte
United States Districiudae
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