Pipeline Technolog

© 00 N o g b~ W N P

N N DD NN NNNDNRRRRERR R B RB R
W N O O N W NP O © 0N O 0 M W N P O

ies Incorporated v. Telog Instruments Incorporated et al Doc. 105

WO

IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF ARIZONA

Pipeline Technologies Incorporated, No. CV-13-02104-PHX-SPL

Plaintiff, ORDER
VS.

Telog Instruments Ingporated, et al.,

Defendants.

Before the Court is a patent infriegent action filed by Plaintiff Pipeling
Technologies Incorpated. For the reasons that follave Court will sever and stay this
action as to Defendant Applied Productso@y, LLC, and transfer this action as 1o

Defendant Telog Instruments Incorporatedtihe United States District Court for thg

\D

Western District of New York.
l. Background

In 2007 and 2008, Plaintiff Pipeline Texfogies Incorporated, doing business as
Pipetech International, secured two paethrough the United States Patent and
Trademark Office: (1) Patent No. 7,2183% (“553"), and (2) Patent No. 7,357,034
(*034"). (Doc. 1 at 1 9, 18.) Patents ‘5%®d ‘034 are collectively described as|a
“dynamic transient pressure detection systemdetecting and recding variations in
pressure inside operating fluid chambers.” (Ooat 13, 17, 22, 26.) Ishort, at issue is a
sensor device which can be installed imatoutility pipeline that detects changes in

pressure, such as one caused by a suddensedregas, sewage, or water, and remotely
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records and reports that data by signal to a receiver.

Plaintiff commenced the instant amti against Defendants Telog Instrumer
Incorporated (“Telog”) andApplied Products Group, L& (“APG”), arising from the
manufacture and sale of Telog’s devices retetoeas “Telog LPR-3li” and “Telog HPR-
3li.” (Doc. 1 at 4.) In the first count of it€omplaint, Plaintiffalleges that Telog and
APG have infringed the ‘553 pate (Doc. 1 at 1 10.) In theesond, Plaintiff alleges that
Telog has also infringed the ‘034 patent. (Doc. 1 at 1 19.)

Following the submission of a settlement report (Doc.*@g Court called the

parties to address the propriety of joingerd venue. In response, Defendants ha

moved to sever the claims, arguing APG igehea “peripheral defendant” and that the

claims alleged by Plaintiff agast it are simply to establish venue in this district. (Dqg
101 at 15-17; Doc. 101-1 4dt7-20.) Defendants further move to transfer the clai
against Telog to the Western District of Newrl,cand to stay the claims in this distrig
against APG pending the resolutiontleé claims against Telog.
[I.  Discussion

A.  Joinder, Severance, and Stay

In patent actions, joinder is governed by the Leahy-Smith America Invents
(“AlA”), 2 which provides:

(a) Joinder of accused infringers.—With respect to any civil

action arising undemg Act of Congress relating to patents...
parties that are accused infring@nay be joined in one action

! Defendant Applied Productroup, LLC reported that “knows that it has been
sued essentially solely féhe purpose of keeping venue of the lawsuit in Arizona” 3
“feels like a local pharmacist that has beeedsin order for a glintiff to obtain a
favorable forum in which to litigate agairstpharmaceutical manufacturer.” (Doc. 94

2-3.) Although the report indated that the parties agre®BG should be dismissed from

this case, they asserted that “Plaintiff hassted such a dismissal because it is concer
that the Court might transfer vensi&a sponte.” (Doc. 94 at 3.)

2 Joinder of claims in civil actions sonenced prior to September 16, 2011
evaluated under Rule 20 of thedéeal Rules of Civil Procedur&ee In re EMC Corp.,

677 F.3d 1351, 1356 t(Fed. C012). 35 U.S.C. 8§ 299(a) gawns joinder analysis in
actions commenced after this dalte. AIA’s joinder provision “is more stringent thar
Rule 20” of the Federal Rules of Civil d&edure, “and adds a requirement that t
transaction or occurrence must relate tdkimg using, or selling of the same accus
product or processlh re Nintendo, 544 Fed. Appx. 934, 939 (Fed. Cir. 2013).
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as defendants or counterclaigdefendants, or have their
actions consolidated for trial ... only if—

(1) any right to relief is assed against the parties jointly,
severally, or in the alternativeitiv respect to or arising out of
the same transaction, occurrence series of transactions or
occurrences relating to the magi using, importing into the

United States, offering for saler, selling of the same accused
product or process; and

(2) questions of fact common to all defendants or
counterclaim defendants will arise in the action.

(b) Allegations Insufficient fodoinder.—For purposes of this
subsection, accused infringersynraot be joinedn one action
as defendants or counterclaigefendants, or have their

actions consolidated for trial, &&d solely on allegations that
they each have infringed tipatent or patents in suit.

35 U.S.C. § 299. Thus, “[tlheere fact that infringement of the same claims of the s3
patent is alleged does notpgwort joinder, even thoughdhclaims would raise commor
guestions of claim constrticn and patent invalidity.In re EMC Corp., 677 F.3d at
13577 Rather, there must be “sulastial evidentiary overlap in ¢hfacts giving rise to the
cause of action against each defendant.otiner words, the defendants’ alleged
infringing acts, which give rise to thedividual claims of infringement, mushare an
aggregate of operative factsd. at 1358, “relating to the rking, using, importing into
the United States, offering for sale, or sellofghe same accusqutoduct,” 35 U.S.C. 8
299(a)(1).

Here, Plaintiff has not offereallegations sufficient for joindeSee 35 U.S.C. §
299(b). In the Complaint, Plaintiff alleges that Telagd 2APG “have in the past ang

continue to infringe, directly, indirectlyjtérally, under the doctrine of equivalents

contributorily, and/or through the inducementotifiers, one or more of the claims of th

§ The Court is without gdance from the Federal Circuit or the United Stat

District Court for the District of Arizonaegarding the application of AlA’s joindef
provision. Therefore, it has looked to otlastrict court decisions, and joins them
evaluating 35 U.S.C. § 299 ugithe same-transaction test applied under Rule 28ee
eg., Dlgltech Image Technologies, LLC v. Agfaphoto Ho_IdlngE GmbH, 2012 WL
4513805, *2 SZ.D. Cal. October 1, 201HKichmond v. Lumisol Elec. Ltd., 2014 WL
1716447, *4 (D. N.JApril 30, 2014);MGT Gaming, Inc. v. WMS Gaming, Inc., No. 12—
741, 2013 WL 5755247, at *7-80 (S.D. Miss. October 23, 2013).
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‘653 Patent by making, using, importing, sadliand/or offering to sell, in this judicia
district and elsewhere in tHénited States, devices which are covered by at least
claim of the ‘553 Patent.” (Doc. 1 at  f0.)n the parties’ briefing, they explain thg
pursuant to an agreement between DefetsgahPG was to “solicit orders for anc
promote the sale of’ the alleged infringidgvices offered by Telog in Arizona, NeV
Mexico, and Southern Nevada, for which@B compensation was to be a commissia
(Doc. 101-1 at 18.)
Other district courts confronted withngiar scenarios have found that “defendan
operating at different levels in the sansream of commerce—for example, or
manufacturer defendant (thepstream defendant) and ometailer defendant (the
downstream defendant)—can be properly gdirpursuant to § 299 where the upstrea
defendant provides the product to the downstream defendRactirhond v. Lumisol Elec.
Ltd., 2014 WL 1716447 (D. N.JApril 30, 2014) (citing casy. In this case however
Telog did not provide the device to APG, witien in turn sold or used the devicéhe
transactions giving rise to the claim ag&iA®G, namely the sdalitation and promaotion
of the infringing device, are different from tkransaction giving riséo Telog's alleged
liability — the manufacturing and sale of th#ringing device. Telog's sales constitut

separate transactions, whether completeth wr without the assistance of a salg

4 In patent infringement cas, a plaintiff may bring three types of claims: dire

infringement under 35 U.S.C. § 271(a), indd infringement under 35 U.S.C. § 271(h
and contributory infringement under 35 U.S8271(c). The complaint does not speci
which type or types of claimsabrought against each defendant.

> Cf. MGT Gamin?, Inc. v. WMS Gaming, Inc., 978 F.Su?p.Zd 647, 660 (S.D. Mis$
a y

2013) (“Aruze manufactures gaming machireesl allegedly provides them to Pen
under a revenue sharing agreement in Wwificuze provides ongoing assistance for t
upkeep of the machine. Thus, the offeringdale and sale of each accused machine fr
Aruze to Penn constitutes arigs of transactions. Pennise of the machine in ar
ongoing relationship with Aruze constitate series of related transactionsBut see

Digitech Image Technologles, LLC v. Agfaphoto Holding GmbH, 2012 WL4513805, *4
(C.D.Cal. October 1, 2012) (“BeBuy's patent liability arisefsom its sale (or offer for
sale) of the Leica camera to an end-users Thentirely differenfrom Leica's liability,

which arises from its sale (or offer for sal&f its camera to Best Buy (and others).|.

Thus, Defendants do not share an aﬂgregatqoqfative facts. Other than the camer
themselves, the various Defendants have Iskeaninto liability under entirely separatg
facts and transactions in the commerceastreAnd so, the Court finds that Defendan
should be severed based on their indepat participation in commerce.”).
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solicitor or promotef. Further, the vast majority ofelog’s sales of the purporteq

infringing devices are whollynrelated to APG. The parties report that APG’s affiliat

sales account for only a fraction of Telog's @lksales of the alleged infringing devices
While Telog estimates a total value of théesaof the “3li devices” at $200,000, APG

reports that the sales in whithey were affiliated totate$15,245. (Doc. 101-1 at 18.
Plaintiff has therefore not demonstrated itetause of action agst the two defendants
arise out of the same transactions oreseof transactionsnder 35 U.S.C. § 299.
Even if Plaintiff's claim against Telognd APG set forth allegations sufficient fg
joinder, “joinder may still be refused in theterest of avoidingprejudice and delay,
ensuring judicial economy, or safeguagliprinciples of fundamental fairnessri re
Nintendo Co., Ltd., 544 Fed. Appx. 934939 (Fed. Cir. 2013) ifternal quotations and
citations omitted)Under Rule 21 of the Federal Rulek Civil Procedure, the district

court has broad discretion to sever clainmgl §ojn motion or on its own, the court maj

at any time, on just terms, add or drop atypaFed. R. Civ. P. 21. “[S]everance i$

appropriate where: (1) the claim to be seslaseperipheral to the remaining claims; (2

the adjudication of the remaining claimspistentially dispositive of the severed clain

and (3) the transfer of the remaining claiotherwise is warranted under 8§ 1404(a).

MGT Gaming, Inc., 978 F.Supp.2d at 664.

Finding all three criteria are satisfigde Court concludes both severance and g
are appropriate. First, it isedr that Telog represents “thakearty in interest,” and APG
is peripheral to the claims againstRtchmond v. Lumisol Elec. Ltd., 2014 WL 1716447,
*4 (D. N.J. Apr. 30, 2014)APG is a “second-hand” &ty who lacks “substantive
knowledge about the patembfringement, which would begin at the design at

manufacture stagesld. In fact, “[ijt's unclear what,f anything, the claims agains|

6 To the extent Plaintiff appears to argue that ARf@nged its patents byointly

and directly selling Telog’s device (Doc. 101 at 7;8the unviability of this argument

makes it insufficient to support JoindeBee MEMC Electronic Materials, Inc. v.

Mitsubishi Materials Slicon Corp., 420 F.3d 1369 (Fed. Cir. ZOO?QIden Hour Data

%/stems, Inc. v. emsCharts, Inc., 614 F.3d 1367, 138(Fed. Cir. 2010)Lineage Power
orp. v. Syngor, Inc., 2009 WL 9034W.D. Wis. 2009).
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[APG] can contribute to [Rintiff's] infringement actionagainst [Telog]. The obvious
reason [Plaintiff] joined[APG] in this action wa to establish venue.Oplus

Technologies, Ltd. v. Sears Holding Corp., 2012 WL 240@78, *5 (N.D. Ill. June 21,
2012). The peripheral natugd APG’s involvemen in this case ievident by Telog’s
agreement to indemnify itheuld APG be dismissedSde Doc. 94 at 3.)Second, the

adjudication of the claims against Telogllvie dispositive of the claim against APG.

The claim against APG is dependent uporethbr Telog manufactured a device thiat

infringes Plaintiff's patents. Lastly, transfef the remaining claims against Telog

warranted See infra. Therefore, concluding that it willsiplify the issues in this case an

reduce the burden of litigatioan the parties, Plaintiff's claim against APG will be

severed and stayéd.

B. Transfer of Venue

Change of venue in patetdses, like other civil casds,governed by 28 U.S.C. §
1404(a). Under 8§ 1404(a), “[flJahe convenience of parties amitnesses, in the interes
of justice, a district court may transfer anyilcaction to another district court or divisior
where it might have been brought.” 28 U.S.C. § 1404{&)e district court has discretior
to evaluate transfer requesécording to an ‘individualizedcase-by-case consideratio
of convenience and fairnessJones v. GNC Franchising, Inc., 211 F.3d 495, 498 (9th
Cir. 2000) (quotingStewart Org. v. Ricoh Corp., 487 U.S. 22, 29 (1988)). It may

consider, among other factors:

(1) the location whre the relevant agreements were
negotiated and executed; (2) temte that is most familiar
with the governing law; (3) thelaintiff’'s choice of forum;
(4) the respective parties’ caats with the forum; (5) the
contacts relating to the plaintiff's cause of action in the
chosen forum (6) the differencas the costs of litigation in
the two forums; (7) the availdity of compulsory process to

! The parties previously reported the ﬂb" y of settlement of the claim agains
the

APG. Therefore, while staying the claim, _ _ _
whether they wish this action to remastayed pendln? the rdstion of the claims
against Telog, or if they desire to hate action referred for a settlement conference.

8 The parties do not dispute that this ceseld have been oiiigally brought in the
Western District of New Yor 28 U.S.C. 88 1400(b), 1404(a).

6

[®N

>

t

ourt will also call the parties to clarify




© 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

compel attendance of unwillingon-party witnesses; and (8)
the ease of access to sources of proof.

Jones v. GNC Franchising, Inc., 211 F.3d at 498-99. In thisonsideration, defendants

bear the burden of demonstratitigat transfer is appropriatege Piper Aircraft Co. v.
Reyno, 454 U.S. 235, 255-256 (198 and plaintiff's choice of forum should not be ups
absent a strong showing ofconvenience by the defendanf3ecker Coal Co. v.
Commonwealth Edison Co., 805 F.2d 834, 843 (9th Cir. 1986avelo Monegro v. Rosa,
211 F.3d 509, 513 (9th Cir. 2000).

In weighing these factors, the Courtds the convenience and cost of attendar
for the parties and witnesses favors tranSez.In re Nintendo Co., Ltd., 589 F.3d 1194,

1198 (Fed. Cir. 2009) (findingriia case featuring most wisses and evidence closer fo

the transferee venue with few or no conveogfactors favoring the venue chosen by t
plaintiff, the trial court should grant a mot to transfer.”). Plaitiff is an Arizona
corporation, comprised of Will Worthington, its president. PIHihaas no employees ang
does not hold office space. (Dab01-1 at 25-30.) Comparadily, Telog, a corporation
with roughly 35 employees, is headquarteamd has its principal place of business
New York. Telog argues that its primary texdal witnesses in th action are among its
personnel, who are located in New Yonkdaare knowledgeable about the devices
issue and Telog's product marketing and salkhese individuals include its preside
Berry Ceci, vice president Ca@Quallo, software architedashir Ahmed, and project
engineer Everett Lago. (Doc. 101-1 at 1Bljintiff has identifed two witnesses, 4
representative of third-party corporation Q#&eoe, Inc., who assisted in the developme
of the system underlying Pldiff's ‘034 patent, ad its inventor Lora Worthington, both
located in Arizona. (Doc. 101 &R.) Although Plaintiff asses Worthington’s mobility is
limited, it does not contend that his limitati would preclude hinfrom traveling to New
York.

Plaintiff argues that transferring this case would merelyt ghebnvenience and

cost from Telog to Plaintiff. Heever, any shift in burden diminished by Telog’s offer
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to pay Plaintiff's travel costs. Telog méams that paying # expenses incurred by
Plaintiff to litigate its case in New York ia financially advantageous alternative 1

litigating its case in this forum. Thus,

Presuming this case is transéat to the Western District,
Telog offers to J;?ay the reasonable travel, hotel, and food
expenses for (1) Mr. Will Worthington to attend any
Markman hearing or trial in that dtrict, (2) any of Pipeline’s
expert witnesses to travel to thdistrict to testl\%, and (3) the
purported inventor, Loren Wdrnngton, Mr. Worthington’s
son, to testify in that district.

(Doc. 101 at 19-20.) This factor is compagjiand favors transfer, as it would reduce t

overall cost of litigation without increasing Plaintiff's expenses.

The Court concludes that Telog hasade a showing sufficient “to warrant

upsetting [Plaintiff's] choice of forum.Decker Coal Co., 805 F.2d at 843. The
remaining disputed factors by the partiesraatral, and neither support nor dissuade 1
Court’s conclusion. A plaintiffhoice of forum is usuallgiven “substantial deference’
where it has chosen its home forupmper Aircraft Co., 454 U.S. at 266, but the parties
contacts with this forum is limited. Albugh Telog’s allegethfringing prodicts found

their way into the Arizona market, their protai@are sold throughout the United Stats
and therefore the “venue chosey the plaintiff [has] no me or less of a meaningfu
connection to tl case than any other venuln're Nintendo Co., Ltd., 589 F.3d at 1198.
While the parties dispute thestmf their respective counséhey are both represented b
counsel that practice in statether than the ones in whichethreside. The parties’ acces
to proof is also relative, as most docuntsewill be produced electronically. Plaintiff

offers nothing that indicates that its thirddyawitness would be willing to testify in

New York, and Telog has offered to pay itavel expenses. Additionally, while the

proposed transferee court suffers from dockagestion, it has adopted local patent rul
to promote efficiency in adjudicating such cases. (Doc. 101 at 11, 21.)
Furthermore, the status of this casesdaet compel a contrary conclusion. A

identified by Telog, this action was onigcently reassigned to this Court anélla kman
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Hearing has not been held. Ti@surt has no greater familiarityith the issues and facts
of this case than would theansferee court. Federal circlaiv governs the law in this
action, and a change in forum will not “rewitite clock” or adversy impact any prior
briefing completed by the parties. Instead @ourt concludes that the convenience
the parties and the expense of litigation wi# advanced by traferring this action to

New York. Accordingly,

IT ISORDERED:

1. That the claim against Defdant Applied Prodcts Group, LLC is severed an(
stayed pending furthe@rder of the Court;

2. That Plaintiff and Defendant Applied dtucts Group, LLC shall file a repor
no later thanNovember 15, 2014, addressing whether the action again
Defendant AppliedProducts Group, LLC issuitable for referral for a
settlement conference;

3. That the Clerk of Courshall transfer this actioms to Defendant Telog
Instruments Incorporated thhe United States District Court for the Weste
District of New York;

4. That Plaintiffs Motions toPreclude (Docs. 90, 91) armenied without
prejudice; and

5. That the hearing scheduled foctober 30, 2014 is vacated.

Dated this 15th day of October, 2014.

-

Honorable Steven P/ban
United States District Jge
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