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UNITED STATES DISTRICT COURT

FOR THE EASTERN DISTRICT OF CALIFORNIA

ADVANCED STEEL RECOVERY, LLC,

Plaintiff,
V.

X-BODY EQUIPMENT, INC., JEWELL

ATTACHMENTS, LLC, J.D.M.L., INC.,

dba STANDARD INDUSTRIES, and

ALLSTATE PAPER & METAL

RECYCLING CO., INC.,

Defendants.

No. 2:16-cv-00148-KIM-EFB

Doc. 42

The matter is before the court on a mnotto dismiss and for sanctions brought py

defendants X-Body Equipment (X-Body) and Jéwétachments, LLC (8well). Mot., ECF
No. 13. Plaintiff Advanced Steel Recovely,C (Advanced Steel) oppes, Opp’n, ECF No. 28,
and defendants have replied. Reply, ECF Nel.3@&s explained dew, the court GRANTS

defendants’ motion to dismiss with leaveatnend and DENIES the motion for sanctions.
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l. BACKGROUND

A. Factual Allegations

Plaintiff owns United States Paten096,731 (the ‘731 Patent) by virtue of an
assignment, which is the patent at issue h@ampl. 1 14, ECF No. 1. The ‘731 Patent, titled
“Container Packer System and tled,” was issued on June 16, 2018. § 15. Itisa
continuation-in-part (CIP) apglation of United States Patent 8,061,950 (the ‘950 Patent), w
itself was a CIP application of United Stateseida7,744,330 (the ‘330 Patent). The ‘330 Pat
and the ‘950 Patent previously were litigatecimother case in this district that was later
appealed to the Federal Circuit (Prior Litigatio®eeCase No. 12-1004-GEB-DARdvanced
Steel Recovery, LLC v. X-Body Equip., I808 F.3d 1313 (Fed. Cir. 2015). On appeal, the
Federal Circuit affirmed the district court’s dgion that the Acculoader device, the same dev,
at issue here, did not infringe thsserted claims of the ‘950 Pattéiterally or under the doctrine
of equivalents. See generally id.

The ‘731 Patent describes a system method for packing overseas containers
with materials. Compl. § 16. The system diésal includes a transféase and a container
packer.ld. The transfer base contains control systeansyng other things, to operate the sys
and receive the containeld. Defendants make, use, offer tdl send/or sell a product known a
the Acculoader that infringes adst one claim of the ‘731 Patemd. Specifically, defendant
Jewell manufactures the Acculoadedsasells it to defendant X-Bodyd. § 18. X-Body then
resells the Acculoader to users, including ddénts Standard Industries and Allstate Paper &
Metal Recycling Co., Inc., who have purchasedtherwise make arrangements to use the
Acculoader for loading various maits into transport containersd. Plaintiff provided a

written notice to defendants ofetli731 Patent on July 16, 201H&l. § 17.

1“To establish literal infringement, every lim@tion set forth in a eim must be found in
an accused product, exactlySouthwall Techs., Ing. Cardinal IG Co,.54 F.3d 1570, 1575
(Fed. Cir. 1995). To establish infringement under the doctrine of equivalents, a “patentee

... provide particularized $6mony and linking argument asttee insubstantiality of the
differences between the claimed invention andatteised device or process, or with respect
the function, way, result test when swhdence is presented . . .AguaTex Indus., Inc. v.
Techniche Sols479 F.3d 1320, 1328 (Fed. Cir. 2007) (citation omitted).
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Plaintiff has not licensed or authorizedet@ants, or its dealers, customers, or
affiliates, to sell or use a system withire thcope of the claims in the ‘731 Patelot. T 20.
Defendants have known about the ‘731 Paterdesduly 16, 2015 and the Prior Litigation, in
which the complaint was filed by plaintiff dkpril 16, 2012, but have not altered their conduct
with respect to the Acculoadeld. § 22; Compl.Advanced Steel Recovery, LLC v. X-Body
Equipment, InG.No. 12-1004 (E.D. Cal. Apr. 16, 2012), ECF No. 1.

B. Procedural History

On January 25, 2016, plaintiff filed theraplaint in this action for monetary
damages, alleging defendants infringed #&l‘ Patent within the meaning of 35 U.S.C § 284

from at least July 16, 2015, when defendants weléewbf the existence dhe ‘731 Patent, if

4

not as early as June 16, 2015, tlsaiesdate of the ‘731 Patent. r@pl.  23. Plaintiff also seeks$
a permanent injunction to prevent defendantshierrviolation of the ‘731 Patent, and attorneyfs’
fees and costdd. On March 22, 2016, defendaniled the pending motion, supported by

declarations and exhibits.

Il. RULE 12(b)(6) MOTION TO DISMISS OR RULE 56 SUMMARY JUDGMENT
MOTION

A. Parties’ Arguments

The threshold issue here is whether ddfnts can move to dismiss on the basis

that defendants’ alleged violation thfe patent predated the pateqtsority date. Plaintiff argue

[92)

defendant’s motion to dismiss under Federal Rél€ivil Procedure 12(}§6) should be denied,
because defendants’ argument is a factual issue#mnot be resolved at the motion to dismigs
stage. Opp’n at 6. Plaintiff further argues Rule 12(b)(6) motion to dismiss should not be
converted to a Rule 56 motion for summargigment, despite defendant’s submission of
materials outside the complaint, because clanstuction and expertstiovery are required to
resolve the issue of prity date, and even if not, a subgiahcontinuance should be provided for
plaintiff to respond to the motion if so converte@pp’'n at 9-10. Defendant agrees the motign
need not be converted. Reply8atDefendant argues phdiff's claims are not plausible based pn

the complaint, its attachments, and matproperly subject of judicial noticdd. Finally, both
3
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plaintiff and defendants also aeds the determination of a prigrclaim, which the court will
not address at this point fo¥rasons explained below.

B. Leqgal Standards in Patent Cases

A complaint need contain only a “shortdaplain statement of the claim showing
that the pleader is entitled to relief,” Fed. Rv.(R. 8(a)(2), not “detailed factual allegations,”
Bell Atlantic Corp. v. Twomb)y650 U.S. 544, 555 (2007). But this rule demands more than
unadorned accusations; “sufficient factual matteust make the claim at least plausible.
Ashcroft v. Igbgl556 U.S. 662, 678 (2009). A party may thus move to dismiss for “failure t
state a claim upon which relief can be granteéed. R. Civ. P. 12(b)(6). The motion may be
granted only if the comaint lacks a “cognizable legal theorgt if its factual allegations do not
support a cognizable legal theogartmann v. Cal. Dep’t of Corr. & Rehgl07 F.3d 1114,
1122 (9th Cir. 2013). In making this context-gfie@valuation, this court “must presume all
factual allegations of the complaint to be trud draw all reasonable infences in favor of the
nonmoving party.”Usher v. City of Los Angele828 F.2d 556, 561 (9th Cir. 1987). This rule
does not apply to “a legal conclusiceouched as a factual allegatior?apasan v. Allain

478 U.S. 265, 286 (198@uoted inTwombly 550 U.S. at 555, nor to “aliations that contradict]

matters properly subject to judiciabtice” or to material attached or incorporated by reference

into the complaint.Sprewell v. Golden State Warrigi266 F.3d 979, 988-89 (9th Cir. 2001).

In deciding a motion to dismiss, “cougsenerally consider only the allegations

[®)

contained in the complaint, exhibits attacheth®scomplaint and matters of public record” whien

reviewing a motion to dismis®utdoor Media Group, Inc. v. City of Beaumdsd6 F.3d 895,
899-900 (9th Cir. 2007) (citingwartz v. KPMG LLP476 F.3d 756, 763 (Sth Cir. 2007)). Rul
12(d) addresses the use of matisrivhich are outside the pleags in motions to dismiss undef
Rule 12(b)(6). Fed. R. Civ. P. 12(dEge also Olsen v. Idaho State Bd. of Medic3®3 F.3d
916, 922 (9th Cir. 2004). When such materia¢spaesented, the motion is treated as one for
summary judgmentOlsen 363 F.3d at 922However, certain additional materials may be
considered without converting the motion to dissrinto a motion for summary judgment. Whi

a court is generally limited to the four corners of the complaint, the court may consider exh
4
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attached to the complairggee Hal Roach Studios, Inc. v. Richard Feiner & Co., B@6 F.2d
1542, 1555 n.19 (9th Cir. 1989), and documents incorporated by reference into the compl;
See Van Buskirk v. Cable News Network,, [284 F.3d 977, 980 (9th Cir. 2002). Documents
upon whose contents the complaietessarily relies—even if ttemplaint does not explicitly
allege their contents—and whose authentiartg relevance are uncontested, are considered
incorporated by referencé&ee Coto Settlement v. Eisenhé&@@3 F.3d 1031, 1038 (9th Cir.
2010);Knievel v. ESPN393 F.3d 1068, 1076-77 (9th Cir. 2005). The court may, in addition
take into account material that is peoly the subject of judicial notice.ee v. City of Los
Angeles 250 F.3d 668, 688—-89 (9th Cir. 2001). Judicidlagomay be taken of a fact not subjg
to reasonable dispute because it either is generally known whininial court's territorial
jurisdiction, or can be readilyetermined from sources whose accuracy cannot reasonably
guestioned. Fed. R. Evid. 201(b).
With respect to a Rule 12(b)(6) motiondsmiss patent claims, determination ¢
priority claim raises a question of law based on undisputed factdkor Tech v. Int'| Trade

Comm’n 692 F.3d 1250, 1254 (Fed. Cir. 201Rpadford Co. v. Conteyor North America, Inc

603 F.3d 1262 (Fed. Cir. 2010). Accordingly, tssue raised by defendants’ motion—wheth¢

plaintiff's claim is barred because sales aoed and publications describing the defendants’

Acculoader product were distributed more thamear before the ‘731 patent application filed g

November 22, 2011—-could in some cases balddan a motion to dismiss depending on the

allegations in plaintiff's complaint and matters properly susceptible of judicial notice.

Here, however, defendants have présgmnatters outside the pleadings.
Although as noted, a court may consider matigra/ay of judicial notice without converting a
motion to dismiss into a nion for summary judgmentnited States v. Ritchi@42 F.3d 903,
907 (9th Cir. 2003), defendants have instead predénéedeclaration of bert Harkins, counse
for defendants X-Body and Jewell, in an attémopclarify and supplement the judicially

noticeable factual record on the motion to dssniA court, in its discretion, may consider

hint.
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matters outside the pleadings, but if it does saptbtion must be converted to one for summary

judgment under Federal Rule of Civil ProcedbiBe and all parties must be given a reasonabils
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opportunity to respond to the extra-restonaterial. Fed. R. Civ. P. 12(dge also Ritchie842
F.3d at 907. If the court does not convertrtiegion to dismiss into a motion for summary
judgment, the court declines to consider mateitside the pleadingsahare not judicially
noticeable.See Wiles v. Scoftlo. 12-5722, 2012 WL 7619807,*& (W.D. Wash. Dec. 19,
2012),report and recommendation adopiétb. 12-5722, 2013 WL 750777 (W.D. Wash. Feh.
27, 2013).

C. Discussion

Given the early stage of thtsse, the lack of discovery, and the sparse record

before the court, the court declines to condefendants’ Rule 12(b)(6) motion to dismiss into|a

Rule 56 motion for summary judgment. The calo#s not consider the@wtent of the Harkins
declaration, or the declaration of WilliammrdMaul submitted in support of the motion for

sanctions. The five exhibits attached toNMueul declaration, consistg of photographs of the

Acculoader and an email, also are not considasetthey are not subject to judicial notice under

Federal Rule of Evidence 201. Regarding the lHarleclaration’s attachments, Exhibit 1, is &
copy of the Federal Circuit opinion on a relatesec&xhibit 2 is a copy of the Federal Circuit

mandate from the related case; Exhibit 3 is a adfhe ‘950 patent; anBixhibit 4 is a copy of

the file history for the ‘731 patent. These exhibits are matters of public record and are sugceptik

of judicial notice under Rule 201.eg 250 F.3d at 690 (a court makégjudicial notice of the

existence of another court’s opinio@ginstar, Inc. v. Coinbank Automated Sys.,,|1888 F.

Supp. 1109, 1114 (N.D. Cal.1998) (granting defendaatisest for judicial notice of two patents

and documents from the file history of one of the patents). Plaintitfigess for judicial notice
of the ‘330 and ‘950 patents also is grant&géeECF No. 28-1.
Il ANALYSIS: DISMISSAL

Defendants argue that plaintiff's claimbarred because sales of and publicatigns

describing the defendants’ Accul@adccurred more than a ydaefore plaintiff's ‘731 Patent
application was filed. This argument raises tyuestions: (1) when did tendants allegedly stafr
to infringe the ‘731 patent, and)(@hether plaintiffs are alleginggiority date earlier than the

filing date of the ‘731 patent.

t
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Plaintiff alleges defendants make, use, oftesell, and/or sell the Acculoader
product and that it infringes adst one claim of the ‘731 Pater@ompl. { 16. The complaint
generally alleges “subsequently to the issuandkeof731 Patent, [d]efendts have infringed th
‘731 Patent by making, using, impimig, offering to sell . . . the Acculoader . . .Id.  26. The
complaint alleges no facts asvien the infringement begaQuantum Loyalty Sys., Inc. v. TP
Rewards, InG.No. 09-022, 2009 WL 5184350, at *8 (D. Del. Dec. 23, 20@Port and
recommendation adopted as modifidid. 09-22, 2010 WL 1337621 (D. Del. Mar. 31, 2010)
(denying defendant’s motion to digs plaintiff’'s claim of pateninfringement for not alleging
any facts as to when infringement began oetivar infringement has continued during litigatio
without prejudice to renewal following the compda of discrete discary on issue of product
identification). Plaintiff attaches to the complaint a user manual for the AcculdaeeCompl.,
Ex. 2. Though stamped with the date July 28, 261 ¢ is no explanation in the user manual
otherwise in the complaint to clarify what the dsignifies. Plaintiff allges that “subsequent tc
the issuance of the ‘731 Pated&fendants infringed the pateidt, { 26, but the issuance date (¢
the 731 Patent was June 16, 205y 15. Itis not clear from ¢éhface of the complaint whethg
plaintiff's position is that the ‘73patent is entitled to a date earlthan that patent’s date of
filing. See PowerOasis, Inc. v. T-Mobile USA, |®22 F.3d 1299, 1305-06 (Fed. Cir. 2008)
(plaintiff carries burden to show it is entitled taich priority based on an éiar filing date). In
their briefs, the parties dispute whether the claasserted are entitled to the filing date of the
application for the ‘330 Patent, which was June 13, 2@¥Opp’'n at 3; Mot. at 5.

The court does not reach tissue of prioritydate of the patent claim at issue,
because plaintiff has not alleged when exactfem#gants began to infringe the ‘731 patent. T
court also finds the motion for sanctions to be premature.

Federal Rule of Civil Procedure 15(a)#pvides, “[tlhe court should freely give
[leave to amend its pleading] when justice so megy’ and the Ninth Cingt has “stressed Rule
15’s policy of favoring amendmentsAscon Properties, Inc. v. Mobil Oil C&66 F.2d 1149,

1160 (9th Cir. 1989). Defendants’ motion to dissns GRANTED but witheave to amend in

11°)
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light of plaintiff's argument in its briefing, which suggest amendment may be possible,
consonant with Federal Ruté Civil Procedure 11.

V. PRETRIAL SCHEDULING

Discovery is opened for the limited purposf discovering infomation related to
priority of claim, for a ninety (90) day period frotme filed date of this order. The parties are
ORDERED to file a stipulation @i@eing the scope of this discovewithin twenty-one (21) days
of the date of this order. Defendants may rettesir motion to dismiss within thirty (30) days
after the close of the limited discovery period.eourt will schedule thbalance of the case
after the resolution of amgnewed converted motion.

V. CONCLUSION

Defendants’ motion to dismiss is GRANTHEth leave to amend and defendants’
motion for sanctions is DENIED. Plaintiff is @ERED to file a first amended complaint withjn
fourteen (14) days of the date of this ord€he parties are ORDERED to file a stipulation as to
the scope of the limited discovery allowed above wittventy-one (21) days of the date of thi
order. Defendants may renew their motion to dismvifisin thirty (30) days after the close of the
limited discovery period.

IT IS SO ORDERED.

DATED: August 8, 2016.

UNIT TATES DISTRICT JUDGE




