Horton Archery LLC v. American Hunting Innovations LLC et al Doc. 19

UNITED STATESDISTRICT COURT
NORTHERN DISTRICT OF OHIO
EASTERN DIVISION

HORTON ARCHERY, LLC CASE NO. 5:09CV1604

Plaintiff, JUDGE SARA LIOI

MEMORANDUM OPINION
AND ORDER

V.

AMERICAN HUNTING INNOVATIONS,
LLC,etal.,

N N N N N N N N N N N

Defendants.

This memorandum opinion and order arises out of the motion of Defendants
American Hunting Innovations, LLC, also knovas Kempf Crossbows, also known as RDT
Archery (“American Hunting”), J & S R.D.TArchery, Inc. (“J&S”), Scorpyd Crossbows
(“Scorpyd”), and James J. Kempf (“Kempf”) oltectively, “Defendants”) to dismiss, or
alternatively, to transfer, the complaint ofaltiff Horton Archery, LLC (*Horton Archery”).
(Doc. No. 14.) For the following reasons, Defendants’ motion to dismGRASNTED.
. FACTUAL AND PROCEDURAL BACKGROUND

Except where noted, the following facare undisputednd are taken from
Plaintiffs complaint. Plainff Horton Archery is a DelawareLC with its principal place of
business in Tallmadge, Ohio. Defendant Amerieamting is an lowa LLC with its principal
place of business in Coralvilllgwa. Defendant J&S is an lowarporation with its principal
place of business in Coralvilllgwa. Defendant Scorpyd is a teadark for a line of crossbow
products made and sold by American Huntingfedant Kempf is an lowa resident, and the

majority owner and CEO of both American Hunting and J&S.
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On January 5, 2005, Kempf filed an apgiica for a patent covering “a crossbow
having an increased powerstroke and reducedeheibich is facilitated in part by “locating
string guides at least prlly forward and rearward of the ends of the limbs.” (Doc. No. 1-1 at
p.1.) Between March 2006 and April 2007, Defants and non-party Horton Manufacturing
Company, LLC (“Horton Manufacting”) engaged in negotiains, ultimately unsuccessful,
concerning Horton Manufacturing’s interesticensing the crossbotechnology covered by the
‘921 patent. (Doc. No. 14 at p. 8.) On A9, 2008, United States Patent No. 7,363,921 (the
“921 patent”) was issued to Kempf. (Dddo. 1-1 at p.1.) In August 2008, Kempf purchased,
from two different sources, crossbows manufeed by Horton Manufacturing that he suspected
incorporated technology covered by theent. (Doc. No. 14 at pp. 8-9.)

In early 2009, Horton Manufacturing ergd into receiversp. (Doc. No. 15-6,
Comerica Bank v. Horton Mfg. Gd_LC, fka Horton Acquisition LLGCase No. CV-2009-022,
Monroe County (Ohio) Court of CommoRleas (January 30, 2009). On April 29, 2009,
Defendants filed a lawsuit against Horton Manufaotuin the Southern District of lowa, Case
No. 4:09-CV-166 (“the lowa litigation”), allegg, among other things (and relevant here),
infringement of the ‘921 patent. (lowa liigon, Doc. No. 1.) OrMay 14, 2009, Defendants
filed a first amended complaint in the lowa litiiga. (lowa litigation, Doc. No. 3.) On June 12,
2009, while under the supervision thfe Monroe County court, alsaof substantially all of
Horton Manufacturing’s assets to WildComnmitbn Partners, LLC, nka Horton Archery, was

approved. (Doc. No. 15 at p. 3.)

! wildComm-Horton Partners, LLC acquired Horton Manufacturing's assets on June 12, 2009. (Doc. No. 14-5; Doc
No. 15-2 at 1 5.) On June 17, 2009, WildComm-Hortorinees filed a certificate cimendment of certificate of
formation with the Delaware Secretary of State Division of Corporations legally changing its nametdo H
Archery, LLC. (Doc. No. 15-5.)



On July 14, 2009, Horton Archery, at thatedaot a party to the lowa litigation,
filed a complaint in tls Court seeking declaratory rdlieelating to non-infringement and
invalidity of the ‘921 patent, the enjoinment of Defendants from initiating or threatening patent
infringement litigation against Horton Archery, and the enjoinment of Defendants from
publishing false or misleading descriptions ogpresentations of fact regarding either
Defendants’ own, or Horton Arehy’s, products (the “Ohio litigation”). (Doc. No. 1.) On
August 31, Defendants filed a motion for leaweefile a second amended complaint naming
Horton Archery as a defendanttimre lowa litigation. (lowa litigatin, Doc. No. 7.) On that same
day, in this Court, Defendants filed the motion dismiss before the Court. (Doc. No. 14.) On
September 1, 2009, the lowa court granted bDddats’ motion for leave to file a second
amended complaint, and the second amerdedplaint was filed on September 4. (lowa
litigation, Doc Nos. 8, 9.) On September 14, ldarArchery filed an opposition to Defendants’
motion to dismiss this action. (Doc. No. 1Bgfendants filed a reply on September 28. (Doc.
No. 17.) Horton Archery thereafter filed a nastifor leave to file a sur-reply (Doc. No. 17),
which Defendants opposed via a motion to stfikeoc. No. 18.)

Against this backdrop, Defendants’ nawtito dismiss is ripe for decision.

. DISCUSSION

Defendants advance two arguments upport of their motion dismiss. First,
Defendants argue that Horton Archery’s comglahould be dismissed under the first-to-file
rule. Alternatively, Defendants argue that thmu@ should decline to entertain Horton Archery’s

complaint under the Declaratory Judgment ABecause this Court concludes that Horton

2 Finding Horton Archery’s motion to fila sur-reply well-taken, said motionGRANTED. Defendants’ motion to
strike is therefor® ENIED. The arguments contained within the motion in rebuttal to the sur-reply, however, will
be considered by the Court, as well.
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Archery’s complaint should be dismissed under the-fo-file rule, theras no need to address
Defendants’ second theory.
A. TheFirst-to-File Rule

The first-to-file rule embodies the well-abtished principle thafiln all cases of
concurrent jurisdiction, the Court which first has possession of the subject must de@dasth.”
v. M’lver, 22 U.S. 532, 535 (1824). Underlying thigngiple is the dese to “encourage]]
comity among federal courts of equal rankrhSouth Bank v. Dgl&86 F.3d 763, 791 n.8 (6th
Cir. 2004) (quotingZide Sport Shop of Ohio v. Ed Tobergte Assoc., IcF. App’x 433, 437
(6th Cir. 2001)). The Fifth Circuit has explainee tlationale behind the first-to-file rule, stating,
“[c]ourts use this rule to maximize judiciatonomy and minimize embarrassing inconsistencies
by prophylactically refusing to hearcase raising issues thaigim substantially duplicate those
raised by a case pending in another cotatle Co. v. Whataburger of Alice, Ind74 F.3d
599, 604 (5th Cir. 1999).

“Under the principle of comity, a distti court properly may dismiss a case
because of a previously filed case pending bedm@ther district court that presents the same
issues and involves the same parti€&iter v. Bank Onel79 Fed. App’x. 338, 340 (6th Cir.
2006) (citations omitted). After detihg that the first-to-file ruleapplies, disposition of the
second-filed action is with the court’s discretionSmith v. Sec. Exch. Comm’I29 F.3d 356,
361 (6th Cir. 1997). Courts may dispense with thle for equitable reasons or when special
circumstances are present, including badfanticipatory suits, forum shopping or significant
policy considerationsNartron Corp. v. Quantum Research Group,.L#/3 F. Supp. 2d 790,

795 (E.D. Mich. 2007).



The first-to-file rule does not require thtae issues and parties in the two actions
be identical. Indeed, the “rulgrovides that when actions invahg nearly identical parties and
issues have been filed in two different distgourts, the court in which the first suit was filed
should generally proceed to judgmentértified Restoration Dry @kaning Network, L.L.C. v.
Tenke Corp 511 F.3d 535, 551 (6th Cir. 2007) (intdrgaotations and citations omittec§ee
also Plating Resources, Inc. v. UTI Carg7 F. Supp. 2d 899, 903 @™ Ohio 1999) (citingn
re Burley 738 F.2d 981, 988 (9th Cir. 1984) aBdrber-Greene Co. v. Blaw-Knox €239 F.2d
774, 778 (6th Cir.1957)) (holding pursuant tce thrst-to-file rule, when suits involving
substantially the same issues and parties are filed in courts of concurrent jurisdiction, the court in
which the first action was fiteshould proceed to judgment).

1. Which Lawsuit isthe First-Filed Action?

Before analyzing whether or not applicatiof the first-to-file rule is appropriate
in this case, the Court must determine which of the lowa action or this Ohio action was first-
filed. As stated earlier, thewa litigation was filed by Defendants on April 29, 2009, but Horton
Archery was not named as a dadant in that action until the second amended complaint was
filed, on September 4. Horton Arety filed this lawsuit on Jy 14, 2009. Thus, the following
threshold question must be answered: for the pegos§the first-to-file rule, does an amended
complaint that names a new party relate back to the original filing date?

This case involves patent infringemeand the Federal Circuit Court of Appeals
has exclusive jurisdiction diinal decisions in patent irifrgement cases. 28 U.S.C. § 1295.
Therefore, to answer the thredth question posed above, thisutt must determine whether to
apply the law of the Sixth Circuit or the Federal Circuit. The Federal Circuit applies the

procedural law of the regional circuit in ttexs that are not unique to patent laMien Organ



Co. v. Kimball Int’l, Inc, 839 F.2d 1556, 1563, (Fed. Cir. 1988hwever, the Federal Circuit
has also held that the

qguestion of whether a properly broughdcthratory action to determine patent

rights should yield to a later-filed suit fpatent infringement raises the issue of

national uniformity in patet cases, and invokes tlspecial obligation of the

Federal Circuit to avoid creating opportunities for dispositive differences among

the regional circuits.
Genentech v. Eli Lilly & Cg 998 F.2d 931, 937 (Fed. Cir. 1993). Genentechthe Federal
Circuit rejected the application of the rigid rule Bémpco Electric Heater Corp. v. Omega
Engineering, Ing 819 F.2d 746 (7th Cir. 1987), which held that an action for declaration of
noninfringement of a trademark should give way tater-filed suit fotrademark infringement,
to patent casessenentech998 F.2d at 937. Citing a need to ensure national uniformity in patent
practice, the Federal Circuit iestd adopted “the general ruMhereby the forum of the first-
filed case is favored, unless considerationgudfcial and litigant economy, and the just and
effective disposition of dmutes, require otherwiseld.

The rule fromGenentechhowever, does not directlgddress the inquiry as to
whether Federal Circuit law applies to the threslopldstion presented in this case. It is true that
the question of whether an amended complaint that adds a party relates back to the date of the
original complaint filing for the purposes of the tite-file rule is certainly not unique to patent
law, but is rather a procedural question oheal applicability. However, the primary lesson
from Genentechs that the Federal Cirdushould apply, or creatéd,necessary, its own body of
law when necessary “to avoid creating opportunities dispositive differencesamong the
regional circuits."Genentech998 F.2d at 937 (emphasis addddje question posed in this case

is dispositive: if the law of the Sixth Circuit dictates that an amended complaint does not relate

back to its original filing dateno further first-to-file analys would be necessary, because



Defendants would no longer be able to claim firsti®4dtatus, at least in this Court. What could
potentially result, however, is the lowa cowtich must apply the lawf the Eighth Circuit,
holding otherwise. The potential resulting situation, with tswmmultaneous lawsuits trying
similar issues in different districts, is untenablel is exactly the situation the first-to-file rule
seeks to avoid. Therefore, this Court finds timeshold question posed liyis case implicates
the Federal Circuit’'s “mandate to promote natlamaformity in patent practice” and this Court
shall look to Federal Circuit law to answer it.

This Court has been unable to locatey Federal Circuit precedent directly
answering the threshold question, nor has eithéheiparties provided such authority. Indeed,
the “Federal Circuit has not expregsstated a view as to whethar,patent cases, the first-to-file
rule applies only where the concurrent @t at issue involve identical partieShire U.S., Inc.

v. Johnson Matthey, Inc543 F. Supp. 2d 404, 408 (E.D. Pa. 2008us, “when deding patent
matters based upon particular adpeof the first-toife rule on which the Federal Circuit has
been silent, district courts lodk understandings dhe doctrine as delaped generally in the
federal courts.d.

In Shire the court was confronted with a nearly identical scenario to the one
presented here. There, a patent holder suechafatdurer for patent infringement in the Eastern
District of Texas. A short time later, a nondyato the Texas action instituted an action for
declaratory relief related to the same pataghinst the patent holder in Pennsylvania.
Subsequently, the patent holdanended its complaint to inacde the non-party in the Texas
action, and filed a motion to dismiss the Penreyila declaratory reliefawsuit. The court in
Shireheld “the timing of the addition of Shire [tfi@mer non-party] as party to the Texas suit

is not material to the determination of whiaction was first-filed [because] the substantive



touchstone of the first-to-file inquiry isubject mattef Id. at 409 (emphasis added). And
therefore, the court helthat the Texas action was first time and, after determining that no
exceptions to the first-to-file rule appliedismissed the Pennsylvania declaratory judgment
lawsuit.

Shireis not an outlier case. ledd, the principle that “[ all cases of concurrent
jurisdiction, the Court which first has possessiof the subject must decide it” is well-
established, and by no means n&mith v. M’lver 22 U.S. (9 Wheat.) 532, 535 (1824). A
review of more recent decisions reveals thatctitecal inquiry for first-to-file purposes is which
court “first obtains possession die subject of the dispute, not the parties of the dispute.”
Advanta Corp. v. Visa U.S.A., IndNo. 96-7940, 1997 U.S. Dist. LEXIS 2007, at *3 (E.D. Pa.
Feb. 19, 1997)See alsdNhelan v. United Pac. IndysNo. 02-2519, 2002 U.S. Dist. LEXIS
21827, at *2 (E.D. Pa. Nov. 1, 200@jolding that “although plairffs argue that the California
complaint failed to name the patent owners aqgsato the declaratofudgment action, such an
easily correctable oversight doest poevent this Court from deferring to the first-filed suit”);
Barber-Greene Co. v. Glaw-Knox C@39 F.2d 774, 778 (6th Cir. 1957) (““When two suits have
substantially the same purpose and the jurisdiatiothe courts is congrent, that one whose
jurisdiction and process are first invoked by the filofghe bill is treated [. . .] as authorized to
proceed with the cause.”) (quotifenn Gen. Cas. Co. v. Commonwealth af P84 U.S. 189,
196 (1935));National Foam, Inc. v. Williams Fire & Hazard Control, In®&No. 97-3105, 1997
U.S. Dist. LEXIS 16734, *1-2 (E.D. Pa. Oct. 29, 1997) (applying first-to-file rule even though
defendant not named in initial complaint becatiedefendant “should have known that but for
a mistake concerning the identity of the proparty, the initial comiaint would have been

brought against it”).



Examining the complaint in this case and the original and the second amended
complaint in the lowa litigation, it is readily apparent that the subject matter of the two lawsuits
is identical. In this Court, Hton Archery seeks a dechtion that it does not infringe the ‘921
patent, or alternatively that the '921 patent igalid. This exact issue is before the lowa court,
where the plaintiffs’ (Defendants here) first caud action alleges infigement of the ‘921
patent by Horton Archery. Horton Archery readilgknowledges this reality, but argues that the
declaratory judgment action befotieis Court is the first-fild action because Horton Archery
was not named as a defendant in the lowa tibgauntil after the Ohio litigation was filed, and
alternatively because the second amended cambpfathe lowa litigéion “alleg[es] so little
against Horton Archery” and the second aded complaint “demonstrates both that (1)
[Defendants] regard[] Horton Archery as a ulist business entity from Horton Manufacturing,
and that (2) [Defendants] understand[] thdfedent facts must be presented to support the
contentions against Horton Manufacturing thaa tlontentions against Horton Archery.” (Doc.
No. 15 at p.7.) These arguments are without mamit, irrelevant, resptieely. As discussed in
the preceding paragraphs, it is the court which first has possessionsoibjeet matteof the
lawsuits that is the first-filed court. And even assumarguendothat Horton Archery’s
contentions regarding the distiness of it and Horton Manufactng and that “different facts”
are necessary to support the allegations agaiasth entities, whether or not the ‘921 patent
has been infringed, or is invalid, is the touchstsubject matter of both of these lawsuits. And
the lowa court certainly and withbguestion was the first court bave possession of that issue.

Therefore, the lowa litigation was first-filed.



2. Exceptionsto the First-to-File Rule

Having determined that the lowa litigation was first-filed and involves the
identical parties presently before this Court, Hrat the issues beforegthwo courts involve the
identical primary issue of thed21 patent, the Court next mudétermine whether it should
exercise its discretion to dispense with th#ée for equitable reasons or because special
circumstances warranting an exception are gmesThe Federal Ciuit has recognized two
exceptions to the first-to-file rule, the customer-suit exception and a discretionary determination
based on the convenience and itahlity of competing forums. See
Tegic Comm’ns. Corp. v. Bd. of Regemt58 F.3d 1335, 1343 (Fed.rCR006) (discussing
customer-suit exceptionicron Tech., Inc. v. Mosaid Techs., In618 F.3d 897, 905 (Fed. Cir.
2008) (“The trial court weighing jurisdiction adidinally must considethe real underlying
dispute: the convenience and suitability of cetmm forums [. . .Jwhen the discretionary
determination is presented after the filing ofiainingement action, the jurisdiction question is
basically the same as a tsf@r action undeg 1404(a).”).

a) The Customer-Suit Exception

Under the customer-suit exception, &efdiled manufacturer declaratory suit
takes priority over earlier-filed infringementisuagainst the manufacturer’'s customers. This
exception plainly does not apply to this case. th¥ root of the preferee for a manufacturer’s
declaratory judgment is the gnition that, in reality, the manufacer is the true defendant in
the suit.”Codex Corp. v. Milgo Elec. Corp553 F.2d 735, 737-38 (1€ir. 1977)). The lowa
suit, as amended and it exists now, includesttue defendant,” Horton Archery. Moreover, the

relationship between Horton Manufadng, the original named defdant in the lowa litigation,
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and Horton Archery is not thggde of manufacturer-customer rieégship that the customer-suit
exception is designed to protect.
b) Convenience and Suitability of Competing Forums

“The general rule favors the forum ottfirst-filed action, wkther or not it is a
declaratory action. Exceptions, hever, are not rare, and are madeen justice or expediency
requires, as in any issue of choice of foru@enentech998 F.2d at 937. “There must, however,
be sound reason that would make it unjust offizient to continue tbk first-filed action.”ld.
“The convenience and availabilityf witnesses, absence ofrigdiction over all necessary or
desirable parties, possibility of consolidation wighated litigation, or considerations relating to
the interest of justice must be evaluatedettsure the case receivaiention in the most
appropriate forum.Micron Tech, 518 F.3d at 905.

An examination of the convenience factorghis case reveakhat the Southern
District of lowa is the more appropriate fordor this dispute. HortorArchery argues that its
employees, the “manufacturing witnesses,” are &xtah the Northern Birict of Ohio, along
with documents and records from the companhile this is surelytrue, any convenience
benefit to Horton Archery wodl be equaled by the inconvence to Defendants, whose
witnesses and records are locatedowa. Moreover, the patemtas invented in lowa, and the
marketing and sale of the allathg infringing productsoccurred in that stat Furthermore, the
resolution of the lowa litigation, which inclusleseveral tort claims along with the claim for
patent infringement, will necessarily addressch issue presented to this Court, while the
converse is not true. If this case proceedepidgment, the outstanding claims in lowa would
still need to be resolved, andatdlessly duplicative litigation iskaghly inefficient result that is

not in the best interests of justice. Furthermdes case is highly atypical of most first-to-file
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issues in that the substantive infringement acti@s filed before theetlaratory relief action.
Cf. Micron Tech 518 F.3d at 900 (declaratory relief aatibled the day before infringement
action). Therefore, the Court concludes thatehis no “sound reason that would make it unjust
or inefficient to continue the first-filed action” and declines to use its discretion to do so.
CONCLUSION
For the foregoing reasons, Defendants’ motion to dismi€SRANTED. This

action is dismissed.

IT ISSO ORDERED.

Dated: January 27, 2010 %EE ﬁ,x
HONORABLE SARA LIOI

UNITED STATESDISTRICT JUDGE
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