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INTHE UNITED STATESDISTRICT COURT
FOR THE SOUTHERN DISTRICT OF ILLINOIS

SARAH BUTLER and CARRIE
McCORMICK,

PlaintiffsRelators,

GREENLEE TEXTRON INC. and

)
)
)
g
vs. ) CIVIL NO. 10-528-GPM
)
TEXTRON INC., )

)

)

Defendants.

MEMORANDUM AND ORDER

MURPHY, District Judge:

Relators Sarah Butler and Carrie McCormick filed this qui tam action for false patent
marking under 35 U.S.C. § 292. Many such cases have been filed since the United States Court of
Appeals for the Federal Circuit’s opinion in Forest Group, Inc. v. Bon Tool Company, 590 F.3d
1295 (Fed. Cir. 2009). Thisaction, and four other similar actions, came beforethis Court on January
31, 2011, for hearing on various motions.

FACTUAL AND PROCEDURAL BACKGROUND

Relators claim that Defendants Greenlee Textron Inc. and Textron Inc. have advertised,
marked, or caused to be marked certain products with expired patents and continue to do so.
Specifically, they allegethat U.S. Patent No. 4,375,128 (the * 128 Patent), entitled Manual Keyway
Punching Tool, was issued on March 1, 1983, and expired no later than March 1, 2000; that U.S.
Patent No. 4,543,722 (the * 722 Patent), entitled Slug-Splitting Punch, was issued on October 1,
1985, and expired no later than January 27, 2003; and that U.S. Patent No. 4,899,447 (the ‘447
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Patent), entitled Panel Punch, wasissued on February 13, 1990, and expired no later than January
22,2008. Relators claim that Defendants (1) have in the past and continue to falsely advertise and
mark (or cause to be marked) with the expired ‘ 128 Patent a product entitled 720 Keyway Punch;
(2) have in the past and continue to falsely advertise and mark (or cause to be marked) with the
expired‘ 722 Patent productsentitled Slug-Splitter and Slug-Buster Punches; and (3) haveinthe past
and continue to falsely advertise and mark (or cause to be marked) with the expired ‘447 Patent a
product entitled Electric Connector Panel Punches. Relators allege, upon information and belief,
that Defendants knew or reasonably should have known that these products are not covered by the
expired patents and that Defendantsfal sely marked these products with the expired patents“for the
purpose of consciously deceiving the public into believing that their products are covered by the
[1128, ‘722, and ‘447 Patents]” (Doc. 3, 1 34-35, 45-46, 56-57). Relators seek injunctive relief,
damages, attorneys’ fees, and costs.

Defendants filed a motion to dismiss under Federal Rule of Civil Procedure 12(b)(6) for
failure to plead a claim of fraud with sufficient particularity as required under Rule 9(b) or,
aternatively, for failure to sufficiently allege a claim under Rule 8(a). Defendants alternatively
moveto dismiss Textron Inc. asanimproper party. Sincethedate of the hearing, the Federal Circuit
decided Inre BP Lubricants USA Inc., Misc. No. 960, 2011 WL 873147 (Fed. Cir. Mar. 15, 2011),
inwhichtheFederal Circuit granted apetitionfor awrit of mandamusand directed the United States
District Court for the Northern District of I1linoisto grant amotion to dismissacomplaint asserting

afalsemarking claim.* Defendants seek |eave to supplement their motion to dismissto incorporate

!After the hearing, Defendants filed a motion to stay these proceedings pending the
Federal Circuit’sdecisionin Inre BP Lubricants USA Inc., Misc. No. 960, 2011 WL 873147
(Fed. Cir. Mar. 15, 2011). That case has been decided, the motion to stay is denied as moot.
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the BP Lubricantsdecision by filing thedecisionitself, the underlying complaint, and two decisions
by the United States District Court for the Northern District of Ohio finding thefalse marking statute
unconstitutional. The motion to supplement is granted in part and denied in part. The Court is
aware of and has considered the decisions cited by Defendants; thereis no need to file them on the
Court’ sdocket. However, for purposes of completeness of therecord, Defendantsare granted leave
to file acopy of the underlying complaint in the BP Lubricants case as a supplement to its motion
to dismiss.
DiscussioN

The false marking statute provides, in relevant part:

(@ .... Whoever marksupon, or affixesto, or usesin advertising in connection with

any unpatented article, the word “ patent” or any word or number importing that the

sameis patented for the purpose of deceiving thepublic ... [s|hall befined not more

than $500 for every such offense.

(b) Any person may sue for the penalty, in which event one-half shall go to the
person suing and the other to the use of the United States.

35U.S.C. §292. The statute sreferenceto “any person” operates as a statutory assignment of the
United States s rights, and a violation of the statute inherently constitutes an injury to the United
States. Stauffer v. Brooks Bothers, Inc., 619 F.3d 1321, 1325 (Fed. Cir. 2010). Therefore, solong
asarelator allegesaviolation of the statute, which sufficesto allege aninjury in fact to the United
States, then the relator has standing to pursue the claim asthe United States simplicit assignee. Id.
at 1324-25.

In additional to establishing a relator’s jurisdictional standing to pursue such claims, the
Sauffer Court also impliedly held that Rule 9(b) applies to false marking claims brought under

§ 292 when it remanded the case to the district court to “address the merits of the case, including
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[the defendant’ s| motion to dismiss pursuant to Rule 12(b)(6) ‘ on the grounds that the complaint
failsto state aplausible claim to relief because it fails to allege an ‘intent to deceive’ the public —
acritical element of asection 292 claim—with sufficient specificity to meet the heightened pleading
requirements for claims of fraud imposed by’ Rule 9(b).” 619 F.3d at 1328. The Court did not
remand the case for a determination whether Rule 9(b) applied; rather, it remanded the case for a
sufficiency of the pleadings determination. Nonetheless, the Federal Circuit now specifically has
held that Rule 9(b)’ sparticularity requirement appliesto fal se marking claims brought under § 292.
BP Lubricants, 2011 WL 873147, at * 1. The Court further held that, under Rule 9(b), “acomplaint
alleging false marking isinsufficient when it only asserts conclusory alegationsthat adefendant is
a‘sophisticated company’ and ‘knew or should have known’ that the patent expired.” Id.

To satisfy Rule9(b), although knowledge and intent may be averred generally and aplaintiff
may plead upon information and belief, the complaint must contain sufficient underlying factsfrom
which acourt may reasonably infer that the defendant acted with the requisite state of mind. 1d. at
*3, citing Exergen Corp. v. Wal-Mart Sores, Inc., 575 F.3d 1312, 1327 (Fed. Cir. 2009). Toalege
the requisite intent to deceive in the § 292 context, the complaint must provide “some objective
indication to reasonably infer that the defendant was aware that the patent expired.” BP Lubricants,
2011 WL 873147, at *3, citing Clontech Labs, Inc. v. Invitrogen Corp., 406 F.3d 1347, 1352
(Fed. Cir. 2005) (proof that the party making a misrepresentation had knowledge of itsfalsity “is
enough to warrant drawing the inference that there was fraudulent intent”).

During the hearing, Relators argued — and the Court was inclined to agree — that their
alegations are sufficient to plead the requisite intent to decelve when read in combination with the

rebuttable presumption recognized in Pequignot v. Solo Cup Co., 608 F.3d 1356 (Fed. Cir. 2010).
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In Pequignot, the Federal Circuit first established that articles covered by expired patents are
unpatented for purposes of liability for false marking. 608 F.3d at 1361. Next, it held that “the
combination of afalse statement and knowledge that the statement was fal se creates a rebuttable
presumption of intent to deceive the public, rather than irrebuttably proving such intent.” Id. at
1362-63. The Federal Circuit addressed this argument in BP Lubricants:

This court agrees that the Pequignot presumption informs the determination of

whether a false marking plaintiff has met Rule 9(b). However, as we noted in

Pequignot, “[t]he bar for proving deceptive intent [in false marking cases] is

particularly high,” requiring that relator show “a purpose of deceit, rather than

simply knowledge that astatement isfalse.” That relator pled the facts necessary to
activate the Pequignot presumption is simply afactor in determining whether Rule

9(b) is satisfied; it does not, standing alone, satisfy Rule 9(b)'s particularity

requirement.

BP Lubricants, 2011 WL 873147, at * 4, quoting Pequignot, 608 F.3d at 1362-63 (internal citations
omitted). The Court concluded that because the relator’s complaint “provided only generalized
allegations rather than specific underlying facts from which [the Court could] reasonably infer the
requisite intent, the complaint failed to meet the requirements of Rule 9(b).” BP Lubricants, 2011
WL 873147, at *3.

This Court has carefully compared Relators’ allegationsin this complaint to the allegations
examined in BP Lubricants. Relators' allegations provide no more specificity than the allegations
that wererejected asinsufficientin BP Lubricants. Therefore, the Federal Circuit’ srationaleapplies
here. “Permitting a false marking complaint to proceed without meeting the particularity
requirement of Rule 9(b) would sanction discovery and adjudication for claims that do little more
than specul ate that the defendant engaged in more than negligent action.” BP Lubricants, 2011 WL
873147, at *2. Therecent BP Lubricants decision requiresthis Court to find Relators' allegations

insufficient under Rule 9(b). Specifically, they havefailed to provideany objectiveindication from
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which the Court can reasonably infer that Defendants knew that the patentswere expired. Relators
allegation that “[u]pon information and belief, Defendants have an in-house legal department (or
otherwiseretainsattorneys) that is/areresponsiblefor Defendants' intellectual property and ensuring
compliance with marketing, labeling, and advertising laws” (Doc. 3, 1 26) is a restatement of the
genera alegation that Defendants knew or should have known that the patents expired. The
complaint containsinsufficient underlying facts from which this Court can infer the requisiteintent
to deceive under Rule 9(b). Accordingly, the complaint must be dismissed without prejudice to
Relatorsfiling an amended complaint in accordance with the pleading requirements outlined by the
Federal Circuitin BP Lubricants. Because Relatorsare granted leaveto replead, this Court declines
to address Defendants’ argument relating to the allegations, or lack thereof, against Textron Inc.

One fina matter remains. So far, the Federal Circuit has declined to address the
constitutionality of 8 292. See Sauffer, 619 F.3d at 1327 (“we will not decide the constitutionality
[of section 292] without the issue having been raised or argued by the parties’). Defendantsdid not
raise a constitutional challenge in their motion to dismiss but now appear to do so in their motion
to supplement. This Court believes that if and when the Federal Circuit does address the issue, it
will find the statute constitutional. Nonetheless, this Court finds it prudent to require Relators to
give notice of thisaction to the United States beyond the current mechanism of the Clerk of Court
giving notice to the United States Patent Office. Therefore, Relators shall serve a copy of their
amended complaint, along with a copy of this Memorandum and Order, upon the United States
Attorney for the Southern District of Illinois.

CONCLUSION

For the foregoing reasons, Defendants' motion to supplement (Doc. 31) isGRANTED in
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part and DENIED in part; Defendants motion to dismiss (Doc. 17) is GRANTED; and
Defendants’ motion to stay (Doc. 29) isDENIED asmoot. Relatorsare GRANTED leavetofile
an amended complaint on or before May 2, 2011. Relatorsare ORDERED to serve a copy of the
amended complaint, along with a copy of this Memorandum and Order, upon the United States
Attorney for the Southern District of Illinois.

IT 1SSO ORDERED.

DATED: 03/31/2011

5 @m%%

G. PATRICK MURPHY
United States District Judge
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