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ber Electric Manufacturing Company D

UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA
SOUTHERN DIVISION

Case No.: SACV 13-0022-CJIC(JPRX)
SASCO, a California Corporation,

Plaintiff, ORDER DENYING DEFENDANT'S
y MOTION FOR AN EXCEPTIONAL
: CASE DETERMINATION AND
ATTORNEYS' FEES [80]

WEBER ELECTRIC
MANUFACTURING COMPANY, a
Michigan Corporation,

Defendant.

I. INTRODUCTION

Plaintiff SASCO brought this patent inigement action against Defendant We
Electric Manufacturing Company (“WEMCO")Before the Court is WEMCO'’s motio
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for an exceptional case determination &ndattorneys’ fees. (Dkt. 80.) For the

following reasons, t motion is DENIED.

[I. BACKGROUND

SASCO is an electrical contracting Sees provider who owns U.S. Patent No
6,435,450 (“the ‘450 Patent”). The ‘450tEat, which is entitled “Multi-Compartment
Paralleling Reel Having Indepdent Compartments,” claina apparatus and method
for reeling different sets of wire frommaulti-compartment device (the “Multi-Reel”).
(Dkt. 30-1 ["Patent”.) As the Patent explaj the Multi-Reel is composed of indepen
compartments, each aligned @wcentral shaft and capablehafiding a reel of wire. I4.
at 1:66-2:20.) Because the compartments arattaathed to one anothéhey can rotat
independently, thereby allowing the operaibthe Multi-Reel to unspool wires having
different diameter sizes in unisond.] The Multi-Reel also discloses a reel-securing
bar, which can be inserted through each of the independent compartments, therel
causing them to rotate in unisord.] The device is meant tocrease efficiency in
contracting jobs by allowing different-sizedres to be unreeled at the same rate of
speed. If. at 2:39-41.)

SASCO believed that two of WEMCO'’s products—the MCR-PTS-2 and MC
PTS-3 payout/transport stands (the “AcaiBeoducts”)—infringed on the ‘450 Paten
It filed a complaint against WEMCO for pateanfringement in this Court in January
2013, and an amended complaint in April 20{Bkt. 1; Dkt. 15.) Shortly after SASC
served WEMCO with its originadomplaint, WEMCO began research into the prior &

determine whether or not th&50 Patent was anticipated by @opipatent. That resear

dent
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1 Having read and considered the papers presentta Iparties, the Court finds this matter appropriate

for disposition without a hearingseeFed. R. Civ. P. 78; Local RuleIs. Accordingly, the hearing s
for January 4, 2016 at 1:30 p.mhisreby vacated and off calendar.
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revealed U.S. Patent N®,741,493 (“the ‘493 Patent”)The ‘493 Patent is a design

patent for a locking system for spools holding display jewelry chains. (Dkt. 30-5 [*
‘493 Patent”].) It provides for a mechanism thah lock individual spools together sq
to prevent the chains held drem from being unspooledSé€eDkt. 38-1 1 4.) Believin
that the ‘493 Patent anticipated the ‘45&ent, WEMCO moved for summary judgmg
of invalidity in August 2013. The Coudenied WEMCOQO'’s motion, explaining that

WEMCO had “fail[ed] to show by clear amdnvincing evidence” that the ‘493 Paten
contained every limitation of the ‘450 Patent, and that SASCOgradent[ed] evideng

of structural differences between the two devites at the verygast create[d] a triable

issue as to whether the jewelry display ia #93 Patent [anticipatl] the ‘450 Patent.”
(Dkt. 45 at 13.)

Litigation proceeded. In July 2014tefthe parties hachgaged in significant
discovery and additional mot practice, the Patem@ Trademark Office (“PTO”)
granted a request for reexamination of the ‘Bafent. The parties filed a stipulation 1

stay the case pending reexaminatiorg the Court entered a stay on July 16.

On December 17, 2014, the PTO issadtinal Patent Office Action rejecting
Claims 1-11 and 13-15 of the ‘450 Paterdqed on anticipation by the ‘493 Patent) g
confirming the patentability of Claim 12 die ‘450 Patent. Since the PTO'’s
determination meant that SASCO could aonder plausibly allege infringement again
WEMCO, the parties stipulated to dissithe case with prejudice, and SASCO
covenanted not to sue WEMCO undex th50 Patent. (Dkt. 78.) WEMCO

subsequently filed its ntion for attorneys’ fees.
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[ll. LEGAL STANDARD

Congress has provided, in 35 U.S.C. 8§ 2B&t{ in patent infringement disputes
“[tIhe court in exceptional cas may award reasonable ateyriees to the prevailing
party.” “As the statutory langga suggests, the award of atteys’ fees is discretionar
and a district court may decide not to asivBges even in an exceptional casKifopass
Tech., Inc. v. Sidense Corg2 F. Supp. 3d 1154, 8% (N.D. Cal. 2015) (citinfylodine
Mfg. Co. v. Allen Group, Inc917 F.2d 538, 543 (Fed. Cir990) (“The decision wheth
or not to award fees is still committed t@tthiscretion of the trial judge, and even an

exceptional case does not require in all cirstances the award of attorney fees.”).

The Supreme Court has recentbnsidered the scope of § 285. Qutane Fitness

LLC v. ICON Health & Fitness, Inc134 S. Ct. 1749, 1756 (2014)rejected the Feder
Circuit’s rule that a case wanly “exceptional” under thmeaning of § 285 “when the
has been some material inapate conduct related to the matter in litigation” or wi
“(1) the litigation is brought in subjectiv@ad faith, and (2) the litigation is objectively
baseless,5ee Brooks Furniture Mfg., ¢nv. Dutailier Int’l, Inc, 393 F.3d 1378, 1381
(Fed. Cir. 2005). Noting that this fornatilon was “overly rigil,” the Supreme Court
instead held that “an ‘exceptional’ case m®gly one that stands out from others with
respect to the substantive strength of @ymlitigating position (considering both the
governing law and the facts of the casebhar unreasonable manner in which the cas
was litigated.” Octane Fitnessl34 S. Ct. at 1756. TheoGrt also confirmed that
“[d]istrict courts may determine whethecase is ‘exceptional’ in the case-by-case
exercise of their discretion, considering the totality of the circumstanteksth that
exercise, courts may considarch factors as “frivolousness, motivation, objective
unreasonableness (both in tlaetlial and legal coponents of the case) and the need
particular circumstances to advance coasations of compensan and deterrence.ld.
at 1756 n.6.
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Octane Fitnessvas handed down less than two geago, and lower courts are §
coalescing around a uniform approach to omifor an exceptional case determinati
under 8§ 285. The Federal dirthas, consistent withctane Fitnessundertaken a two
pronged approach that considers the wuise strength—not ultimate success—of 4
party’s litigation position, and wather a party litigated a casean unreasonable man,
Seee.g, SFA Systems, LLC v. Newegg |7@3 F.3d 1344, 1347-1352 (Fed. Cir. 20
The Federal Circuit noted that although d¢switimately undertake a “totality of the
circumstances” analysis, ituseful to “parse” a party’s arguments by categorizing t

into either the “substantive strength” let or the “litigaton conduct” bucketld.

V. ANALYSIS

WEMCO essentially makdeur arguments as to why this case qualifies as
“exceptional.” First, it argues, SASCO should havdized that the ‘493 Patent
anticipated the ‘450 Patent and called o#f thwsuit when WEMCO alerted it to the ‘4
Patent. Second, SASCO’sachs were barred by evidence of “on-sale invalidity’es
the Multi-Reel was unpatentalddecause it had already been sold more than one ye
before the filing date of theatent application. Both dfiese arguments go to the

substantive strength &ASCO’s litigation position.

Third, WEMCO argues that SASC@gaged in bad faithtigation conduct,
including instructing deponents not to resd to questions for vikch WEMCO believes
there was no basis for a non-responed,&diting deposition transcripts before
submitting them to the Court. Finally, WECO claims that SASCO has engaged in
inappropriate litigation conduct in unrelaten-patent cases, and that the Court shq
deem this case exceptional in ordedé&per further bad fth litigation conduct by
SASCO. Both of these arguments gdhe reasonableness of SASCO'’s litigation

conduct.
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A. Substantive Strength

1. The ‘493 Patent

As explained above, WEMT successfully persuadedketRTO examiner that the
‘493 Patent anticipated the ‘450 Patent, arad thost of the ‘450 Patent’s claims werg
therefore invalid. WEMCO argues that SA3E litigation position on this issue was
weak that a fee award merited. The Court disagseeAs an initiamatter, WEMCO
lostits summary judgment motion on whether é@3 Patent anticipated the ‘450 Pat
raising significant doubt as to whether §B0’s litigation position was so weak as to
merit an exceptional case detgnation. “In the predctane Fitnespatent law
jurisprudence, ‘a lawsuit which sure@s a motion for summary judgment is not

objectively baseless™ so as to justify an exceptional case finding under #pdte,
Inc. v. Samsung Elec. Co., Lt@ase No. 11-CV-01846-LHK, 2014 WL 4145499, at
(N.D. Cal. Aug.20, 2014) (citingsynthes USA, LLC v. Spinal Kinetics, Jiido. 09-cv-
01201 RMW, 2012 WL 4483158, at *1BI.D. Cal. Sept. 27, 20123ff'd, 734 F.3d 133

1345 (Fed. Cir. 2013)). And even p@ttane Fitnessa denial of a defendant’s

ent,

summary judgment motion bears significant weighhe determination whether a case is

exceptional.See Apple2014 WL 4145499, at *9 (noting that the fact that a claim

survived summary judgment “strongly suggests fa case] is not[] ‘exceptional

§ 285);see also Angioscore, Ine. Trireme Medical, Ing.Case No. 12-cv-03393-YGR,

2015 WL 8293455, at *2 (N.D. Cal. Dec. 9, 201the fact thaplaintiff's claims

survived summary judgment “evidenced” thia¢y were not “exceptionally weak?”).

Indeed, SASCO raised a number of goathfarguments before this Court as tg

why the ‘493 Patent did not anticipate td&0 Patent. It pointed out that the “locking

under

rod” at issue in the ‘493 Patent actually Ie¢cke compartments together to prevent them

from rotating at all, whereas the ‘450 Rdte “reel-securing bar” ensures that the
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compartments in the Multi-Reel can all rotadgether, in unison-that is, SASCO poin
out, the whole point of the reel-securing badditionally, SASCO argued that the ‘4¢
Patent discloses a jewelry chain displayecidsit cannot be satd relate in any
meaningful way to the electrical wiringalication of the Multi-Reel. The device
described in the ‘493 Patent is much Barahan the Multi-Reel, and SASCO pointed
out that the dimensions of heavy-duty electrigake would in fact preclude a device li
the one in the ‘493 Patent from being used to spool that wire—the spools are simj
small. Finally, SASCO specifically arguedattthe ‘450 Patent contains the limitation

“different sets of wire,” whicldoes not appear in the ‘493 Patent.

To be sure, the PTO ended up not bgyany of these arguments when it foung
that most of the ‘450 Patésatclaims were anticipatdaly the ‘493 Patent. But “the
Supreme Court made cleaatht is the substantiv&@rengthof the party’s litigating
position that is relevant to an ext¢iepmal case deterimation, not thecorrectnessor
eventual success of that positiorSFA System$93 F.3d at 1348 (emphasis in origin
Although SASCO did not ultimaly succeed in persuaditige PTO examiner that its

[S
3

KE

Dly toc

al).

position was correct, it is quite clear thatttposition was not an “exceptionally meritless

claim[],” Octane Fitnessl34 S. Ct. at 1757. Asrasult, SASCO'’s litigation position

with regard to the ‘493 Patent is nobgnds for an exceptiohease determination,

2. On-Sale Bar

WEMCO'’s other argument as to thébstantive strength of SASCO'’s position
concerns the on-sale bar. patent is invalid under 35 U.S.C. §102(b) if the patented
invention was “(1) the subject of a commeraékr for sale before the critical date (0f
one year prior to the filing of the patentpdipation); and (2) redy for patenting before
the critical date.”Pfaff v. Wells Elecs., Inc525 U.S. 55, 66-67 (1998). WEMCO

argues that deposition testimony from a Mr.nteey demonstrates that the Multi-Reg
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was on sale more than one ybafore SASCO filed its pateapplication. But in fact,

14

2d
with alleged invoices, Mr. Manthey repeatetiigtified that he didn’t know or remember

the deposition testimony WEMCO referencedesiberately equivocal: when presentg

when particular reels were splahd that he did not know if particular reels he was shown
were sold before a particular date or #yhwere even the redlsat SASCO ultimately
patented. $eeDkt. 87-1 Exh. 9 at 97-101.) WEMZattempts to stretch this scant
deposition testimony to argue that SASCO kmsvelaims were barred by the on-salg bar
before it even filed its patent application. iFhrgument is without merit. Application|of
the on-sale bar must be proved“blear and convincing evidence Abbott Laboratories
v. Geneva Pharmaceuticals, In&é82 F. 3d 1315, 1318 (Fed. Cir. 1999). WEMCOQO's
evidence does not meet this standardch less show that SASCO’s arguments
concerning the on-sale bar were so wiek the Court should deem this case

“exceptional” under § 285.

B. Reasonableness of SCO’s Litigation Conduct

1. Specific Examples of Bad Faith Conduct

Next, WEMCO argues that SASCO engagedtad faith litigation conduct. It
offers two examples. The first is thatatorney for SASCO repeatedly instructed a
deponent not to answer questions from WEM&bout whether a multi-compartment reel
withouta reel-securing bar (like the one specified in the ‘450 Patent) would infringe the
‘450 Patent. SASCO objected to the questions on the basis that they required a legal

conclusion. WEMCO argues that this olljec was improper, that the questions wer

(D

calling for a factual, not legatonclusion, and the objectiongre “representative of the
bad faith in which SASCO and its counsel hatrgated this case.” (Dkt. 81 at 14.)
SASCO, for its part, points out that it waerfectly clear, in its briefing on summary

judgment and in responses to interrogatomiest it was not contending that products
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without a reel-securing bar were infringingti450 Patent. The Court is not persuad
that SASCO'’s objections to the deposition dues were improper and in any event,
dispute over a single set of dejtim® objections is not the sort of thing that justifies 3
several hundred thousand dollar fee award uB®835. Both parties alleged discover
violations in this case, and in fact SASG@xcessfully managed to compel productio
certain documents WEMCO refed to even look for.SgeDkt. 62 (granting motion to
compel production of ESI material)). Theseno reason to find this case exceptional

simply on the basis of SASCO'’s objections to the deposition questions.

WEMCO'’s second example concernsrmi@s made to a deposition transcript
attached to SASCO'’s briefing on this motiofhis too is unremarkable and not grour
for an exceptional case determinatiddeponents regularly maldhanges to their
deposition testimony after the fact. Although WEMCO insists that SASCO did not
follow the proper procedures in making chasmgethe transcript, there is no reason t(
believe that any failure on SSCO’s part materially pragdiced WEMCO in any way.
Even were the Court to disragl the changes, which pertain to the parties’ dispute ¢
the application of the on-sale bar, it would notne to a different conclusion as to the
strength of SASCO'’s position dhat issue. Accordinglithe deposition changes are |

grounds for an exceptnal case determination.

2. Deterrence

Finally, WEMCO asserts that SASCQaisepeat bad-faith actor, pointing to
sanctions against SASCO in unrelated castesrgues that SASCO need be deterred
from future litigation misconduct. The Coursdgrees. It would be one thing if SAS
were bringing multiple frivolous actions basedtba patent at issua this case. But
instead, WEMCO attempts to aggregang litigation misconduct SASCO has ever

engaged in, in cases ofdely varying subject mattein an effort to havéhis particular
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casedeclared exceptional. This Court refsise go down that road. Nothing that SAS
did in those other cases occurred before@wart and this Court has no intention of

spending countless hours reviewing and critigusanction orders issued by other col

V. CONCLUSION

The Court recognizes thsince the Supreme Court bdmned the standard for fq
awards under § 285, prevailing parties itepaactions have littleo lose by bringing
motions like this one. Nonetheless, he@ppears that WEMCO has simply cobbled
together any argument it could possiblyn#hdf as to why SASCO's litigation position
were weak or its litigation conduct unsavorihe Court questions the utility of this
exercise. From the Court’s review oétrecord, SASCO brought a colorable, though
ultimately unsuccessful, patent infringemease, and litigated it appropriately and in

good faith. WEMCO has neither shown tB&SCO advanced exceptionally weak

litigation positions nor that it engaged in uni@aable litigation conduct. This is not an

exceptional case under 35 U.S.C. § 28%] WEMCO'’s motion is DENIED.
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RMAC J. CARNEY
UNITEDSTATESDISTRICT JUDGE

Dated: December 23, 2015
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