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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF ARIZONA

James Jeffery Caron @spellbinders Paper No. CV-09-2600-PHX-NVW
Arts Company, LLC,an Arizona limited

liability company, ORDER

Plaintiffs,
VS.

QuicKutz Inc., a Utah corporation,

Defendant.

Before the Court is QuicKutz's Motiofor Exceptional Case Finding and Awar
of Attorney Fees and Expenses (Doc. 21QuicKutz seeks an awarof attorney fees
and non-taxable costs inglamount of $449,788.73.

l. BACKGROUND
On November 13, 2012, judgment was esdein favor of Defendant QuicKutz

Inc., and against Plaintiffs James Jeffreyddaand Spellbinders Paper Arts Compan
LLC, on Plaintiffs’ complaint and QuicKutz’'s counterclaim. (Doc. 211.) The judgm
declared that U.S. Patent No. 7,469,63de '634 Patent”) is unenforceableld.{

By separate order issued the same tfeg/,634 Patent was held unenforceable for

misconduct before the United States Pa&@nTrademark Office (“PTO”) under the
inequitable conduct doctrine. (Doc. 210.) eT@ourt found that QuicKutz had shown th
following by clear an@&onvincing evidence:

1. Plaintiffs misrepreserid to the PTO Michael Dyan's status as a joint

inventor, inventorship is materialna Plaintiffs intended to deceive th
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PTO by submitting inventorship imfimation that suited their curren
interests without regard for its truthfulness.

2. Plaintiffs submitted tthe PTO declarations without disclosing three of t
declarants had financial relationshipgth Spellbinders misled the PTO
regarding the qualifications of twolwtr declarants, the qualifications an
financial relationships were materigdhe PTO relied on the declarations
and Plaintiffs intended tdeceive the PTO.

3. Caron misrepresented his knowledgeloémical etching either to the PT(
or during deposition and misrepresentedhe PTO hisknowledge of the
teachings of an earlier patent, Caro?2(4.1 declaration is an affirmative ag
of egregious misconduct, and Plaffgtiintended to deceive the PTO b
submitting the declaration.

(Id.) This action also was disssed with prejudice under ti@ourt’s inherent power ag
remedy for discovery misconduct by Plaintitfpon specific factual findings, including
that Plaintiffs delayed prodtion and/or failed to preserve evidence essential for 1
adjudication and that “Plaintiffs’ pattern afeception and discovery abuse make
impossible to conduct a trial with any reaable assurance that the truth will L
available.” (d.)

QuicKutz seeks an awardf attorney fees unde35 U.S.C. § 285 and,
alternatively, under the Court’s inheregmbwers. Because the Court will award feq
under 35 U.S.C. § 285, it is not necessargdasider awarding fees under the Courf
inherent powers.

II. ANALYSIS

In patent infringement actions, “[tlheourt in exceptional cases may awa
reasonable attorney fees to fhrevailing party.” 35 U.S.(8 285. Deciding whether to
award attorney fees under 8§ 285 requires @gstep inquiry: (1) whether the prevailing
party has proved by clear and convincing evadethat the case is exceptional, and, if

(2) whether an award of atteey fees is justifiedMarcTec, LLC v. Johnson & Johnson
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664 F.3d 907, 915-16 (Fed. Cir. 2012). luisdisputed that QuicKutz is the prevailin
party in this action.

A.  Thislsan Exceptional Case.
Whether a case is exceptibnender § 285 is decidechder Federal Circuit law.

Power Mosfet Techs., LLC v. Siemens, 8@ F.3d 1396, 140{Fed. Cir. 2004). “A
case may be deemed exceptional when tia® been some material inapproprig
conduct related to the matter in litigation, swah. . . fraud or quitable conduct in
procuring the patent, misconduct during litigation . . Bfooks Furniture Mfg., Inc. v.
Dutailier Int’l, Inc., 393 F.3d 1378, 138{Fed. Cir. 2005). “Ahough a finding of
inequitable conduct or ‘fraud in the Patendarrademark Office’ is often a basis for
district court to find that a case is ‘excepial,” it is not a prerequisite to an award (
attorney fees under § 2853tandard Oil Co. v. American Cyanamid Ct/4 F.2d 448,
455 (Fed. Cir. 1985). “[T]here is no per sade of exceptionalityin cases involving
inequitable conduct,” but the lack of suchue “does not mean that inequitable condu
Is insufficient for a findingpf an exceptional caseNilssen v. Osram Sylvania, In&28
F.3d 1352, 1358 (@d. Cir. 2008).

The Court has found by clear and comimng evidence that Plaintiffs mady
multiple, material misrepresetitans with the intent to deoce2 the PTO and declared th
'634 Patent unenforceable undke inequitable conduct docten In addition, the Court
has found sufficient evidence Bfaintiffs’ discovery misconduct to exercise its inhere
power to terminate Plaintiffs’ complaint asmedy for Plaintiffs engaging “deliberatel)

in deceptive practices that underminee tmtegrity of judicial proceedings.” See

Anheuser-Busch, Inc. Watural Beverage Distribs.69 F.3d 337, 348 (9th Cir. 1995).

Based on these findings, the Court finds tase to be “exceptional” under § 285.

B. An Award of Attorney Fees|s Justified.
Federal Circuit case law “provides widesclietion to district courts; courts ma

award attorney fees in inetgble conduct cases, but are not required to do Edssen

528 F.3d at 1358. *“In determining whettlieraward attorney feegourts must weigh
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factors such as degree of caifjlity, closeness of the questis, and litigation behavior.”
Id. at 1359 (district court was within its discretion to award attorney fees whefe it
weighed the evidence beforeaitd determined that litigatiamisconduct and inequitable
conduct were sufficient grouadto award fees to preveat gross injustice). In an
d

defending against an infringemt lawsuit because the accused infringer would not have

inequitable conduct case, the district caougy award all of the fees reasonably incurr
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incurred any of the fees if the patented hat committed inequitablconduct in pursuit
of its patent and had not filed a claim fofringement of the impraogrly obtained patent.
Brasseler, U.S.A. |, L.P. v. Stryker Sales Cazp7 F.3d 1370, Bb (Fed. Cir. 2001).
Here, the Court held Plaintiffs’ pateohenforceable upon finding by clear and
convincing evidencéhat they made multipJenaterial misrepreserians with the intent
to deceive the PTO. The (b also terminated Plaifiis’ complaint upon finding
evidence of repeated, intenal litigation misconduct. The rulings were not close

guestions. But for Plaintiffs’ inequitableonduct before the PTO and filing of thi

92)

lawsuit, QuicKutz would not have incurredfelese fees. Thus, the Court finds an award
of attorney fees under 8 285 is necessaryaggnt a gross injustice and is justified.

C. TheAmount of the Attorney Fees Award |s Reasonable.

Federal procedural rules govern apgimas for attorney fees (including non
taxable costs) and taxable costs in thisu€o LRCiv 54.2 requires a party seeking
attorney fees and related mtaxable expenses to shahgibility, entittement, and the
reasonableness of the requested award. Y BZP(c)(3) provides a non-exclusive list of
factors bearing on the reasonableness ofr¢qeested fee award, which the Court hjas
considered. Based on the Court's lértygtcommercial litigation experience anf
familiarity with fees charged inases similar to this, the Codinds that the hourly rates
charged in this case are at or below reasenaid market rates, and the fees awarded|are
reasonable in light of all th@rcumstances of the litigation.

As found above, QuicKuthas shown eligibility anentitlement under § 285,

“The methodology of assessing a reasonabler@awnder 35 U.S.C. 8§ 285 is within the
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discretion of the district court.’Automated Business Co. v. NEC America,, 12@2 F.3d
1353, 1355 (Fed. €i2000). The purpose of § 285tescompensate the prevailing part
for its expenses in the proseout or defense of the suit, and it serves as a deterrel
improperly bringing clearly unwarraed patent infringement lawsuit$d.

Plaintiffs object to almost all of the tenand non-taxable cost entries for whig
QuicKutz seeks reimburseméntThey have identified theibjections by reference tg
fifteen categories of objections.

Under Objection No. 1, Plaintiffs object to fees requested for preparatio

QuicKutz’'s fee motion and memorandum becaQs&Kutz has notited legal authority

showing its entitlement to reimbursement foedancurred preparing a fee applicatiop.

Preparation of the fee application is paft legal services redered in defense of

Plaintiff's patent infringemerittigation. QuicKutz is entitld to reimbursement for those

services under 8§ 285 for the reasons stated above.

Under Objection No. 8, Plaintiffs objetd almost every time entry, contendin
that the entry does hcomply with LRCiv 542(e)(1) and (2) becaugefails to show the
time devoted to each inddual unrelated task per daydadoes not adequately descril
the services rendered. ManytbE entries to which Plaiffils object adequately describg
a service rendered that is camdd with a conference, email, or telephone call descril
as “re same.” Other entries objected to dbsca series of plainly related tasks;
QuicKutz's fee request will not be redeccon the basis of Objection No. 8.

Under Objection No. 15, Plaintiffs object fiees paid by Lifestyle Crafts LLC for
legal services rendered on behalf of QuicKuta determining the amount of an awal
under § 285, courts are not limited to rbumsement of only those amounts actually p4g

by the injured named partyAutomated Business C&02 F.3d at 1356 Attorney fees

! QuicKutz asserts that “Plaintiffs argue tr#t65% of the time incurred by
QuicKutz in defending this action is objemtable” and “Plaintiffs have lodged in thei
opposition2,126 distinct objections in response 10003 specific time entries.” (Doc
251 at 5.) The Court has not confirmed the specific counts.

-5-

y
It to

h

N of

-

[(®]

e

U

ped

U7/

d
ud

=




© 00 N O o b~ W DN B

N NN N NN NNDNRRRRR R R R R
0 N O 00N W N P O © 0N O 0 W N B O

may be awarded even if annamed party assumed the leggbenses for a named party.

Id.

On June 25, 2010, substantially all of theeds of QuicKutz wersold to Lifestyle
Crafts. In December 2011, Lifestyle Crafisgan paying QuicKa's legal expenses
associated with defending thiawsuit, and those paymenky Lifestyle Crafts were
offset against the payments QKiidz was entitled to receive for its assets. One firm t
represented QuicKutz in this case invoidafiéstyle Crafts for sevices it provided on
behalf of QuicKutz in this casand for services provided behalf of Lifestyle Crafts in
Caron et al. v. Lifestyle Crafts LLNo. CV-12-00124-PHX-NVW, in a combineq
invoice. Counsel for the firm has submittedexlaration stating that he reviewed ea

time entry and allocated each entry as appate between QuicKutz and Lifestyl

Crafts; he also provided a spreadsheet shgwiow each time entry has been allocate

There is no reason to believe the allocatios wat made in good faith. Further, becau
Plaintiffs have had opportunityp review QuicKutz’'s fee application concurrently wit
Lifestyle Crafts’ fee application, there idtle risk that both QicKutz and Lifestyle
Crafts will be reimbursed for the same expensaerefore, QuicKutz’'s fee request wil
not be reduced on theda of Objection No. 15.

Plaintiffs’ Objection No. 14 is that caih time entries relate solely to th#estyle
Crafts case, and those entries were allocatetiredy to Lifestyle Crafts fees, not tg
QuicKutz’'s fees. It appeathat Plaintiffs are not objecty to the entries, but merely
drawing attention to the mes related solely to thiefestyle Craftsaction to be sure they
are not included in QuicKutz's fee request.

Under Objection No. 5, Plaintiffs objettt about 70 time dnes on the ground
that the entry “[u]nreasonably splits tinf@r tasks that are undiffentiated between thg

instant action and thiefestyle Craftsaction, which tasks also are not properly itemize

Four entries to which Plaintiffs raise Oljen No. 5 are allocated entirely to QuicKutz.

Others appear to be reasonably allocatearaportion to which tasks were performed ¢

behalf of QuicKutz and which were performex behalf of Lifestyle Crafts. Moreover
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as a practical matter, whetha portion of an item is ingtled in the fee award againg

Plaintiffs in favor of QuicKutz or in the femward against Plaintiffs in favor of Lifestyle

Crafts should make little difference to Plaiis. QuicKutz's fee request will not beg
reduced on the basi$ Objection No. 5.

The Court has considered Plaintiffs’het objections and finds them to b

unpersuasive. Therefore, objections numb&eg8, 4, 6, 7, 910, 11, 12, and 13 are

rejected.

D. QuicKutz Has Waived Reimbur sement of Taxable Costs.
LRCiv 54.1(e) identifies taxable itefnthat may be recovedeby filing a bill of

costs within fourteen days after the entryfinal judgment, which QuicKutz did not do
These taxable items are not reimbursable ubhéRCiv 54.2, which applies to attorney
fees and related non-taxable expenses. Thus, QuicKutz is not entitled to reimburg
for court fees ($230.00) painy Stoel Rives, LLP or fonon-taxable costs ($2,068.40
paid by Phillips, Ryther Winchest Nor is it entitled to the sbof its attorneys’ pro hac
vice applications ($100.00). #d, QuicKutz is not entitled what is identified as a cos;
in the amount of $5,000.00 by Hill Johns&nSchmutz and described only as “legq
fees.” Therefore, QuicKutz will be @arded non-taxable costs in the amount

$21,479.33, which is $7,168 less than the amount regted. QuicKutz's total
attorney fee award, which includes non-taratists, will be redwd $7,168.40 from the

amount requested.

> Taxable items include Clerk’s fees darservice fees, the cost of origing
transcripts for trial, deposition costs, witnéses and expenses, tbest of certain paper

copies and photographs, interf@refees, docket fees, and fgxsd to the state court clerk

in removed cases.

® The fee application includes paymentsithyllips, Ryther Winchester for service

of process fees ($321.19), deposition cq$ts664.76), and deposition transcript co
($82.45).
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IT IS THEREFORE ORDERED that Qudatz’s Motion for Exceptional Case
Finding and Award of Attorney Fees and Enpes (Doc. 215) is granted in the amou
of $442,620.33.

IT IS FURTHER ORDERED that the Clegater judgment in favor of QuicKutZ
Inc., in the amount d$442,620.33, plus interest thereon at the rate of 0.17% per ann
from the date of judgment until paid.

Dated this 4th dagf March, 2013.

o

Neil V. Wake
United States District Judge
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