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BLUE GENTIAN, LLC, et al., Civil Action No. 13-7099 (FSH)

Plaintiffs,
V. :
TRISTAR PRODUCTS, INC,, et al. OPINION
Defendants. :

THISMATTER comes before the Court upon its AugBis2014 Amended Order to Show
Cause (“August 8th OTSC”). (Civil Action No. 12-6671, Dkt. No. 159The facts and the
procedural history are outlinéa the August 8th OTSC.Sged.). On that date, the Court ordered
the parties to show cause why it should not:

1) Sever Telebrands from Civil Action No. 13-4627 and Tristar from
Civil Action No. 13-7099 and allow the parties to amend the
pleadings and proceed with all claims under all patents against the
manufacturers alone in the initially filed cases;

2) The Court would simultaneousiylow the parties to amend the
pleadings in 13-4627 and 13-7099 iooceed solely against the
Retail Defendants, including HSN and Family Dollar, and the Court
will stay both actions in accoadce with the logic stated in
Richmond | & llandNintendq

3) Since 12-6671 and 13-481 currerdlypear to be identical, and
imaginably would be so with amded pleadings as well, the Court
will consolidate the two actions for all purposes under the Civil
Action No. 12-6671. 13-481 would be closed; and

4) as the Court anticipates aljowing the amendments in Blue
Gentian’s and NEI's Motion téAmend in 13-4627, b) allowing

Telebrands and Tristar to ameady pleadings and contentions in
response to the ‘213 patent, andstgying the Retail Defendants,

! The parties filed their respective responses and replies irétehfive cases. For simplicity’s
sake, unless otherwise statatl docket entry referencesfee to Civil Action No. 12-6671.
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and as Tristar, Blue GentiamdNEI state the amended pleadings

will moot the pending Motions to Amend and Dismiss the

counterclaims in 13-1758 and 13-7099, the Court will terminate all
pending motions.

(Id., at 9-10). Telebrands CorffTelebrands”), Tristar Productsdn(“Tristar”), along with the
“Retail Defendants,” including Wal-Mart Stores, Inc. (“Wal-Mart”), The Walgreen Company
(“Walgreen”), and Sam’s Wholesale Club (“Sar@kib”) filed a joint reponse to the August 8th
Order. (Dkt. No. 160). Blue Gg#an, LLC (“Blue Gentian”) and National Express, Inc. (“NEI”)
also filed a response. (Dkt. No. 16 Bach party then filed a repy the opposing side’s response.
(Dkt. Nos. 162, 163).

Blue Gentian and NEI's primary objectionlates to the proposed stay of the actions
against the Retail Defendants and the possildlitduplicative litigation. (Dkt. No. 161). Of
primary concern is the refusal by the Refadfendants to agree to be bound by any judgment
against the manufacturerdd.( at 2-4). Blue Gentian and NEI argue that in refusing to be bound,
the Retail Defendants leave open the possibilitthefr own suit against Blue Gentian and NEI
should the manufacturer case be dediagainst their interest®lue Gentian and NEI distinguish
cases in which stays were granted, arguing that the courts noted or relied on the parties’ agreements
to be bound. See id. Additionally, Blue Gentian and NErgue there may be no safeguard of
collateral estoppel. See id. at 4-6). Blue Gentian and NEI contend that with no agreement or
collateral estoppel, the Retail Defendants would be free to re-litigate the case against Blue Gentian
and NEI and such a result would fly directlytire face of judicial ecomoy and would prejudice
Blue Gentian and NEI.

As an alternative, Blue Gentian and Nibpose a different method of consolidation:

1. Allow the 13-4627 action to proceed against Retailer Defendants

Wal-Mart, Walgreens, HSN and gy Dollar. Also, allow the
13-7099 action to proceed against Sam’s Club, then



2. Consolidate the 13-4627, 13-481, and 12-6671 actions between
BG/NEI and the patent infringeent defendants named therein
under the new 12-6671 civil action number, and

3. Consolidate the 13-7099 and 13-17&8ions between BG/NEI
and the patent infringementfdadants named therein under the
13-1758 civil action number, and

4. Grant the parties leave to amend their pleadings accordingly,

starting with the Complaint in each of the two remaining
consolidated actions, and deny all pending motions as moot.

(Id., at 1-2).

Telebrands, Tristar, and the Retail Defendapgpose Blue Gentian and NEI's alternative
plan, arguing it is neither necesgaor required for the Retail BEndants to agree to be bound by
the judgment in the manufacturer actifor the Court to impose a staySegeDkt. No. 162, at 3-
7). They cite botln re Nintendo, In¢.756 F.3d 1363 (Fed. Cir. 2014) aRothmond v. Lumisol
Elec. Ltd, No. 13-1944, 2014 U.S. Dist. LEXIS 59939 (QUNApr. 30, 2014) (“Richmond I),
where neither coumtequired an agreement to be boundSegDkt. No. 162, at 3-7) (emphasis
added).

Telebrands, Tristar, and the B# Defendants also filed a response, in which they agree to
the first three points dhe Court’s August 8th Order where tBeurt creates a pasf manufacturer
cases, 12-6671 for Telebrandd&lB-1758 for Tristar, and a paif Retailer Defendant cases,
which would be stayed, under 13-4627 for Tedelois-related retailers, and under 13-7099 for
Tristar-related retailers. (Dkt. No. 160). Theyoobjection raised by Telebrands, Tristar, and the
Retail Defendants relates to the motion to dismiss filed by Wal-Mart in the Telebrands case and
Sam’s Club/Wal-Mart in the Tristar casesd.(at 3). They argue that Wal-Mart/Sam’s Club is
the same entity being sued on the same patents-in-suit, in separate suits, for separate accused
products. Id.). They further assert that Wal-Mahaild be dismissed, andathBlue Gentian and

NEI should file a separate siegbuit against Wal-Mart.Id.) Blue Gentian and NEI object to the
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dismissal of Wal-Mart and Sam’s Club, arguitizgat Telebrands, Tristar, and the Retalil
Defendants’ position evisceratgeslicial economy by requiring agarate case against Wal-Mart,
involving different iterations gbatent infringement ai different accused prodiscat issue sold by
different manufactures, Tdleands and Tristar.SeeDkt. No. 153, at 3-6).

The Court has reviewed therpas’ submissions and argumeatsd will issue an Order for
the four points originally sdorth in the Court’'s August BtOrder to Show Cause.

First, the parties appear to agree t@ail Action No. 12-6671 and 13-481 can be
consolidated since they are identical cases. wluegly, the Court will ordethat these two actions
be fully consolidated for all purposes undeviCAction. No. 12-6671, anthat Civil Action No.
13-481 will be closed.

As for the dismissal of Wal-Mart and/or Sam’s Club, thei€ notes that many of the
arguments raised in Wal-Mart's motion tosihiss are addressed in the Court’'s proposed
realignment of the cases and stay of the RBt@iendants cases. Furthdre Court agrees with
Blue Gentian and NEI that the alternative plardisinissing Wal-Mart in the current actions in
favor of filing a separate suit against just IWhart, on different accused products, makes little
sense. The Court has already found that thellR¥éendants are proper fpigs in the action in
the sense that they are alleged paitgfringers. Wal-Mart is allged to have sold both Telebrands’
product and Tristar’s product. Fher, Blue Gentian and NEI allegfeat while the patents-in-suit
are the same, the manner in which those pateetinfringed differ beteen the manufacturers.
Thus, the Court finds it is in ¢hinterest of judicial economy tteny the request to dismiss Wal-
Mart and Sam’s Club from the pending actions.

Finally, the Court addresses &ther it should (1) sever Téiands from Civil Action No.

13-4627 and Tristar from Civil Action No. 13-7099daallow both parties to amend the pleadings



and proceed with all claims under all patents agaimesmanufacturers inehinitially filed cases
(Civil Action No. 12-6671 and Civil Action No. 18758, respectively); (2) law the parties to
amend the pleadings in Civil Action No. 13-4 Civil Action No. 13-7099 to proceed solely
against the Retail Defendants, including HSN Racthily Dollar, and stay both Retail Defendant
actions pending the resolution otthases against the manufacturers.

The Court has broad discretion in dbog whether to stay a lawsuit.andis v. North
American Cq.299 U.S. 248, 254 (1936). The power to $hay suit “is incidental to the power
inherent in every court to control the dispasitof the causes on its docket with economy of time
and effort for itself, for counsel, and for litigantsCheyney State College Faculty v. Hufstedler
703 F.2d 732, 737 (3d Cir. 1983) (quotinandis 299 U.S. at 254)).

Telebrands, Tristar, and the Retail Defendacdntend that the principles behind the
Customer-Suit exception dictate that the “pkeral claims” against the Retail Defendants be
stayed pending the resolution of the manufactureo@€in the interests qidicial efficiency and
economy. Blue Gentian and NEI, on the otherdhaontend that thesetémests would not be
served by staying the Retail Defendants’ acti@tsalise the Retail Defendants have not agreed to
be bound by the judgments in the cases agaiashtnufacturers and becausdlateral estoppel
may not apply to them. They contend thathé& manufacturers do not prevail that it could
potentially lead to additionaind duplicative litigation.

The Federal Circuit has recognized a Custe8wt exception “to the general rule that
favors the forum of the first-filed action.Tegic Commc’ns Corp. v. Bdf Regents obniv. of
Tex. Sys.458 F.3d 1335, 1343 (Fed. Cir. 2006). This exception prevlua, in certain patent
cases, “litigation agjinst or brought by the maradturer of infringing goodtakes precedence over

a suit by the patent owner against customers of the manufactiegez'v. Lear Siegler, Inc909



F.2d 1459, 1464 (Fed. Cir. 1990) (citation onaijteRecently, the Federal Circuitlimre Nintendo
of Am., Inc,. 756 F.3d 1363 (Fed. Cir. 2014) relied on theautyihg principles of the Customer-
Suit Exception in severing and staying a case. Inlre Nintendo,the Court severed the
manufacturer in a combined m#acturer-retailer patent infigement suit, transferred the
manufacturer to its home digtt, and stayed the remainimgtailer defendants pending the
outcome of the manufacturer suitl. The Court explained that “[\njle the circumstances of this
case differ from those of the customer-suit exceptioragvee with the district court that the same
general principles govern in thatriténdo is the true defendantltl. at 1365. The Federal Circuit
relied on principles of judiciadconomy and held that “[s]ince MNendo’s liabilityis predicate to
recovery from any of the defendants, the casenaghiintendo must proceed first, in any forum.”
Id. at 1366.

Similarly, inRichmond v. Lumisol Elec. LidNo. 13-1944, 2014 U.S. Dist. LEXIS 59939
(D.N.J. Apr. 30, 2014)“Richmond I"), the Honorable Mary L. Coopef this District presided
over a consolidated twelve-case infringement actideh. at *15. Judge Cooper severed the
manufacturer and retailer-agfdants pending the resolutiontbé manufacturer caséd. at *25.
The Court explained that “[c]ourts have exercidear discretion to sever the claims against the
downstream defendant from the upstream deferat@hthen stay the severed claims against the
downstream defendant given the ‘peripheral natfrelaims against the downstream defendant.”
Id. (internal citation omitted) The Court noted that:

The rationale behind severing andyshg in these circumstances is
that ‘second-hand entities like ri¢ss or distrbutors [are] not
involved and [would] not have substantive knowledge about the
patent infringement, which wadll begin at the design and
manufacture stages.” The upstredeiendant represents ‘the real
party in interest,” and ultimatelgn infringement claim against the

upstream defendant ‘is more lilgeto restore ontested property
rights nationwide than securing an injunction’ against a downstream



defendant purchaser. Moreovtdre downstream defendant would

only be liable if the upstream f@mdant infringed the plaintiff's

patent, and thus, adjudication tfe patent infringement claim

against the upstream defendant oftiksposes of the claim against

the downstream defendant.
Id. at *25-26 (internal citations omitted). Jud@eoper later extended hering and severed all
of the defendants in the case aaterred the parties to the Magae Judge to determine which
claims were to be stayedSee Richmond v. Lumisol Elect. L.tNo. 13-1944, 2014 U.S. Dist.
LEXIS 90541 (D.N.J. July 3, 2014)Richmond ).

The Customer-Suit exception typllyaarises when the firstled case is an infringement
action against a customer, and the manufacturer subsequently files a declaratory judgment action
against the patent ha#r in a different forum. The circumstances of this case somewhat differ.
Here, the manufacturer actions wéhed first—one a delaratory judgment antthe other a patent
infringement action—followed by combined suits against the manufacturers and Retail
Defendants. Thus, the Customer-Suit exceptios doe¢ directly apply to this case. However,
the guiding principles of judial economy and efficiency betd the exception support severing
the cases into separate manufaatand retailer cases and staythe Retail Defendants actions.
Seeln re Nintendo 756 F.3d 1365Richmond | 2014 U.S. Dist. LEXIS 59939, at *25.

Blue Gentian and NEI's major concern witlayghg the Retail Defendant actions is that
there is a potential for duplicative and additionagdition because the Retail Defendants have not
agreed to be bound by the judgments in the manufaatasess. It is truthat some Courts will
take into consideration an agreement to be bound but ¢élsegent this Cotirelies upon did not
require or condition a stay on such agreemege, e.g.Richmond | 2014 U.S. Dist. LEXIS

59939;In re Nintend9 756 F.3d 1363;JItra Prods. v. Best Buy Cd\o. 09-1095, 2009 U.S. Dist.

LEXIS 78678 (D.N.J. Sept. 1, 2009) (“Ase Federal Circuit noted Katz, . . . the manufacturer’s



case need only promise to resolve the ‘major issues’ concerning the claims against the customer,
and not every conceivable issue.”) (citiigtz, 909 F.2d at 1464)).
The Court finds thafatz v. Lear Siegler, Inds informative on this issue. Katz plaintiff
filed a suit against Lear Siegland a subsidiary, Smith & Wesson, for patent infringement of
certain guns. 909 F.2d at 1460-61. Smith & Wessowed to enjoin a penadly suit that plaintiff
had brought against a Smith & Wesson custoraegun dealer, who purchased the alleged
infringing guns.ld. at 1461. Pursuant to tRistomer-Suit exception, tk@tztrial court enjoined
the plaintiff from prosecuting the dealer sud. The plaintiff appealed arguing that the injunction
was improper because the dealer had not agrdssltiound by the result ofahmanufacturer suit.
Id. at 1464. Th&atzCourt rejected this argument finditigat “[a]lthough there may be additional
issues involving the defendants in the [deaksiion, their prosecution will be advanced if
[plaintiff] is successful on the major premises being litigatedat4, and may well be mooted if
[plaintiff] is unsuccessful.”ld. The same reasoning applies in the present case. As such, the
canons of the Customer-Suit exception militatéawor of a stay, without imposing a condition
that the Retail Defendants agrto be bound by the judgmentioé manufacturer action.
Moreover, the manufacturer actions and Retail Defendant actiorall involve—or will
involve after amendment—the same three patent$, ‘941 and ‘942, and the same issues of
infringement, invalidity, and unenforceability. Thesolution of such issues in the manufacturer
actions, and the fact that the manufacturers lagveed to indemnify its’ customers, would not
only simplify the Retail Defendants’ actions, lmatuld have a major and even dispositive effect
on such actions.See, e.g.Katz, 909 F.2d at 1464 (observing that additional issues involving
customers “may well be mooted” if patehblder is unsuccessful in litigation against

manufacturers)Richmond | 2014 U.S. Dist. LEXIS 59939, at *Z@oting that “adjudication of



the patent infringement claim against the upstrdafendant often disposes of the claim against
the downstream defendant”).

For instance, if the manufactusgprevail in proving patent invalidity or unenforceability,
the Retailer Defendants would be free to assatateral estoppel as a bar against a subsequent
suit by Blue Gentian and NEISee Blonder-Tongue Labs., Inc. v. Univ. of lllinois FouA@2
U.S. 313, 333 (1971) (holding that a judgment dkeptainvalidity in onecase can collaterally
estop the patent owner from contesting the invalidity subsequent, as long as the patent owner
had a full and fair opportunity tdigate the validity of thgpatent in the first caseMendenhall v.
Barber Green C.26 F.3d 1573, 1577 (Fed. Cir. 199@2 Micro Int’l Ltd. v. Taiwan Sumida
Elecs., Inc. 315 Fed. App’x 266 (Fed. Cir. 200®harmacia & Upjohn Co0.170 F.3d at 1379
(citing Gen. Chem. Co. v. Standard WholesBhosphate & Acid Works, Ind.01 F.2d 178, 181
(4th Cir. 1939) (“The principle dBlonder-Tongue . . respecting collatal estoppel also applies
to unenforceability.”)). It is alspossible that if the manufacturers prevail, they may be able to
obtain an injunction preventing Blue Gentian and NM&mn suing the Retail Defendants for patent
infringement. See Kessler v. Eldre@06 U.S. 285 (1907) (holdingaha manufacturer, if he
prevailed in an infringement suit brought awsi him by the patentee, could prevent the
impairment of his rights under@hudgment but enjoining the temtee from prsecuting suits
against his customer).

If, however, Blue Gentian and NEI prelvaagainst the manufaoters for patent
infringement, the RetiaDefendants wouldot be barred from defenulj a suit brought by Blue
Gentian and NEI for patent infringemer@ee Bechik Prods. Inc. v. Flexible Prods.,,|1825 F.2d
603, 606 (2d Cir. 1955) (quotirtgen. Chem. Co. v. Standard Wésdle Phosphate & Acid Works,

Inc., 101 F.2d 178, 181 (4th Cir. 1939) (explaining tifiihe purchaser of a manufactured product
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should not be barred . from defending a sulirought against him by a patentee for infringement
against the manufacturer, for the very good reasatrhéh has had no opportunity to be heard with
respect to infringement in the suit against thanufacturer”’). Regalelss of the effects of
collateral estoppel, Blue GentiandBNEI's concern of duplicative lgation is an unlikely scenario
because, even if Blue Gentian and NEI prevadiegt the manufacturers, they could be precluded
from recovering from the Retail Defendantgthiy fully collect from the manufacturesSee
Transclean Corp. v. fiy Lube Int’l, Inc, 474 F.3d 1298, 1304 (Fed. C007) (explaining that

“a patentee may not sue users of an infringingdpct for damages if he has collected actual
damages from a manufacturer seller, and those damages fully compensate the patentee for
infringement by users”) (citingirdsell v. Shalial 112 U.S. 485, 1488-89 (1884)). Moreover, if
Blue Gentian and NEI obtain injunctive reliefaagst the manufacturers, would have the
practical effect of enjoining the Retail Defendafintsn further distributioror sale of the accused
products since Telebrands and Tristartheesole manufacturers these products.

Therefore, in the interests of judicialomomy and efficiency, the Court will sever the
parties, consolidate the actions, and stay thaiReefendant cases, 48527 for Telebrands and
13-7099 for Tristar, as set forth the Court’s August 8th Order ®how Cause. However, in
staying the Retail Defendant actions, the Courtstitat the Retail Defendts are still obligated
to respond to any relevant discovery requesipqunded upon them as part of the manufacturer
actions.

An appropriate Order shall follow.

Dated: October 2, 2014 s/ James B. Clark, IlI
JAMESB. CLARK, |11
United States M agistrate Judge
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