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, LLC v. Digital Recognition Network, Inc. Do

UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF CALIFORNIA

No. 2:18-CV-00893-KIM-AC
LOCATION SERVICES, LLC,

Plaintiff,

V.

DIGITAL RECOGNITION NETWORK,
INC.,

Defendant.

Location Services, LLC sues Digital Regmition Network, Inc. for violating the
Sherman Antitrust Act, the Clayton Act and Caiifia’s Unfair Competition Law and Cartwrigh
Act. Compl., ECF No. 1, 11 125-163. Beftine court are two defense motions: A motion to
dismiss, transfer or stay all claims under thstfio-file rule, Mot. 1, ECF No. 10-1, and a moti
to dismiss for failure to state a claim, M2;.ECF No. 11-1. Location Services opposes both
motions. Opp’n 1, ECF No. 23; Opp’'n 2, ECF Rd. Digital Recognition filed replies. Reply
1, ECF No. 29; Reply 2, ECF No. 28. The ¢awbmitted the motions on July 6, 2018. ECF
27. As explained below, the court DECLINESstay the claims, but DISMISSES one claim 3

TRANSFERS the remaining three claimdite Northern District of Texas.
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l. JUDICIAL NOTICE

Here, the court judicially notices fopublicly filed documents from Northern

District of Texas Case No.1#-CV-00280-A (“Texas Action”).SeeDef. Exs. A-C, ECF No. 10

seeFed. R. Evid. 201(b)(2) (“court may judicially o a fact that is nsubject to reasonable

dispute because it . . . can be accurately aadily determined from sources whose accuracy
cannot reasonably be questidiieFed. R. Evid. 201(b)(2)Jnited States WCorinthian Colleges
655 F.3d 984, 999 (9th Cir. 2011).

. BACKGROUND

For purposes of this motion, the court assumes the following allegations are
Ashcroft v. Igbgl556 U.S. 662, 678 (2009) (citation omittedpcation Services filed the actiof
in this district on April 12, 2018, against its competDigital Recognitionalleging violations of
federal and state antitrust and unfair competigovs. 15 U.S.C. 88 1-2, 15; Cal. Bus. & Prof
Code 88 16600, 16700-16770, 17200 (1941); Compl. Y 125-163. Specifically, Location
Services contends DigitaldRognition violates these lawy enforcing its one-year non-
competition provision and by controlling pricestbe sale of license plate recognition data,
which is used by agents who reposseskracover vehicles. Compl. Y 3-7, 76, 124-163.
Location Services seeks an injtina, damages, attorneys’ feasd other equitable remedidsl.
at 33, 11 A-G.

Digital Recognition moves to dismiss, tragrsbr stay this action under the first-1
file rule. Mot. 1 at 1-4. The Texas Amti was filed on April 11, 2018, by one of Digital
Recognitions’ vehicle repossession ageisselTexas Action, ECF No. 1 (Texas Compl.). Tha
action, like this one, claims that DigitaEBognition’s non-competition provision violates
California state antitrusaws among other claimdd. § 21. Digital Recognition sought to join
Location Services an additional counterclalefendant in the Texas Action on May 4, 2018.
Texas Action, ECF No. 13 (Texas Am. AnswaggeFed. R. Civ. P. 20(a)(2).

Location Services opposes the curmaotion, contending the two cases are
meaningfully different and “the equities favor kegpthis case in California.” Opp’'n 1 at 9, 13

Digital Recognition has also moved to dismiss thamaint for failure to state a claim, Mot. 2

true.
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1-2, which Location Services also opposes, iaggtheir claims are viable and supported by
“specific fact[s].” Opp’n 2 at 10, 11.
[l. MOTION TO DISMISS, TRANSFER OR STAY

The first-to-file rule is triggered whewo related actions are pending in differet
courts. The rule permits a subsequent courtdmids a complaint or claim that is duplicative,
transfer all or part of the case to the first-filidtrict, or stay all opart of the case pending a
decision in the prior-related actiokohn Law Grp., Inc. v. Auto Parts Mfg. Miss., In&87 F.3d
1237, 1239-40 (9th Cir. 2015).

Three threshold factors determine if tde applies: “chronology of the lawsuits
similarity of the parties, and similarity of the issuekl’ at 1240. As effdove here, the rule
applies to support defendant’s motion only if thetant action was filethter than the Texas
action and the parties and issues in the gwits are substantially similar.

The court has discretion in applyitite rule to best promote “economy,
consistency, and comity” or deparbmn it “in the interests of equity.Kohn, 787 F.3d at 1240;
Alltrade, Inc. v. Uniweld Prod., Inc946 F.2d 622, 628 (9th Cir. 1991) (“The most basic aspsg
of the first-to-file rule is that it is discretiona”). Courts under this rule may, for instance,
dismiss actions that appear to be brouglitad faith or to prevent forum shoppinglitrade, 946
F.2d at 628 (citations omitted). As explained lglthe rule applies and transfer and dismissa
are warranted.

A. Chronology

Because the parties agree the Texas Aatias filed first, the chronology factor i
satisfied. Opp’'n 1 at 5, 7 ($itag instant case was filed “omlay after the Texas Action”Kohn,
787 F.3d at 1240 (“Ordinarily, we start by analyzimgch lawsuit was filed first. But we need
not analyze this issue here because Kohn de@s not argue that tipeesent case was filed
first”).

B. Similarity of Parties

Similarity of parties requires all partiesa subsequent action to be “substantia

similar” to the parties in a prior actioikKohn, 787 F.3d at 1240. But “exact identity is not
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required. Id. (“Kohn Law argues that the parties are sobstantially similar here because a
defendant in [the Mississippit@an] is not named in the pregeaction. We disagree.”). “The
rule is satisfied if some of the parties in anatter are also in the other matter, regardless of
whether there are additional, unmatcipedties in one or both mattersPETA, Inc. v. Beyond th
Frame, Ltd, No. CV 10-07576 MMM SSX, 2011 WL 68685at *1 (C.D. Cal. Feb. 16, 2011)
(citation, brackets and quotations omitted).ré{®igital Recognition is a defendant in both
claims and Location Services haseh joined in the Texas ActiorseeTexas Action, ECF No.
17 (May 8, 2018 order granting motion to join Locat®ervices as a counterclaim defendant)
does not matter that Location Semsowvas not an original party tiee Texas Action, or that the
Texas Action includes an additional partyt pooceeding in theastant lawsuit. PETA, Inc, 2011
WL at *1; Schwartz v. Frito-Lay N. AmiNo. C-12-02740 EDL, 2012 WL 8147135, at *3 (N.D
Cal. Sept. 12, 2012) (finding s “substantially similar” whercases shared defendants but
had different plaintiffs).Location Services has not argued otherwSeeOpp’'n 1 at 8. This
factor is satisfied.

C. Similarity of Issues

“[l]ssues in both cases’aed not be identical but reube “only substantially
similar,” determined primarily by “substantial overlag<ohn, 787 F.3d at 1240-41 (citation ar

guotations omitted). Put differently, if the gties to resolve in the second matter is at the

“heart” of the first matter then the rule applibst if “the two actions are distinct” the rule does

not apply and the subsequent suit may proc€mtiars-Sinai Med. Ctr. v. Shalald25 F.3d 765
769 (9th Cir. 1997). Whether issues are singlasugh is a fact-specifaetermination, to which
shared defenses and legakstions are relevaneee.g, Kohn 787 F.3d at 124 ISP
Recovery Claims, Series LLC v. Mallinckrodt ARD ,IhD. 17-7928-CBM-AFM, 2018 WL
2589014, at *2 (C.D. Cal. Jan. 17, 2018gmpbell v. Annie's Homegrown, Inslo. 17CV1736-
MMA (MDD), 2017 WL 6406703, at *4 (S.D. Cal. Dec. 15, 2017F¢dro v. Millennium Prod.,
Inc., No. 15-CV-05253-MMC, 2016 WL 3029681, at(#S.D. Cal. May 27, 2016). If both
actions rely on “common factual issues,” tlastbr can be satisfied despite having distinct

parties, governing laws and claimed damagesoma v. Univ. of Phoenix, In@11 F. Supp. 2d
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1142, 1149 (E.D. Cal. 2010eeBedwell v. Braztech Int’l, LONo. 3:16-CV-00217 JWS, 2017
WL 2450160, at *4 (D. Aldsa June 6, 2017).

Here, both suits involve overlapping or itieal claims and also involve the sam
or similar legal standards, questions, factscaivery and defenses. Specifically, both actions
assert identical violations of California’s anf competition law, invokig California Business &
Professions Code, sections 16600 and 17ZaimpareCompl. 11 145-163yith Texas Compl.
19 98-101. Both complaints focus on whetherrtbn-competition provisions are legal and
enforceable, a duplicative inquiry that necessaatyuires similar discovery and involves the
same or similar defense§.ompareCompl. 1 96, 124-144 (focusing on legality under feder:
antitrust statutes, alleging “[Bital Recognition’s] non-competith provisions are unenforceab
as written”),with Texas Compl. 1 81-97 (focusing on letyalinder “any law”; alleging “the
non-competition provision of the Agreement is unenforcealde;also Kohn/87 F.3d at 1241
(finding substantial similarity when subsequentciawolved issues to be determined in first
case).

The complaints also share “common factual issuésldma 711 F. Supp. 2d at
1149. Core facts such as Digital Recognitiggrecesses, technology, agents and concerns g
its non-competition provision are the san@mpareCompl. 1 18-59, 76-86, 88, 91, 96-97,
147 (alleging Digital Recognition’s “non-compéiit provision imposes an unreasonably brog
restriction” with no “legitimate business interesg™illegal” and “unenforceable as written” by
prohibiting “its agents from terminating theirragments and working, eny capacity, with a
competing [] provider”)with Texas Compl. {1 4—6, 8-10, 15 (alleging Digital Recognition’s
“non-competition provision [] is unenforceable,htalid,” and “illegal,” serves “no legitimate
business interest,” is “excessively broaulid precludes agents and employees of Digital
Recognition from “working—in any capacity—wittompanies that [will use comparable
technology] for one year afteontractual termination”).

Location Services argues the issues doesobstantially overlap because the Te

Action turns on activities and law specific to itggamal plaintiff and location. Opp’n 1 at 9. By
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the test is “substantial simiity,” not exact replicationKohn 787 F.3d at 1248doma 711 F.
Supp. 2d at 1149. Accordingly,stfactor is satisfied.

D. Dismiss, Transfer or Stay

Because the Texas Action is a previougsd lawsuit involving substantially
similar parties and issues, the first-to-file rule appliéshn, 787 F.3d at 1241. The court has
discretion to dismiss, transfer stay the claims brought herddoma 711 F. Supp. 2d at 1146.
Digital Recognition first arguefor dismissal, but, in the alternaiviransfer or stay. Mot. 1 at 4
5. Location Services argues that if the rydplees, only a stay is warranted because transfer
“would be unjust” and dismissal “mayause prejudice.” Reply 1 at 13.

Dismissal is appropriate where, as héne, later-filed case duplicates a claim in

the first-filed action. Countlliof the instant suit duplicatéSount Il of the Texas Action.

he

CompareCompl. 11 145-149%yith Texas Compl. § 21. Dismissing Count Il might be premature

if Count Il in the Texas Action were in dangdrbeing dismissed asell, but nothing in the
record indicates as much: No dismissal motiarespending in the Texas Action, and the parti
have commenced discovery with respectlitalaims, signaling no early dispositive motion
practice is imminentSee generallfexas Actionsee alsdReply 1, Exs. A—C; Opp’n (including
no argument regarding likely dismissal of Count Il in Texas Actidtirade, 946 F.2d at 629
(finding stay more appropriate than dismissally because first action faced “a likelihood of
dismissal” based on an alreaddi motion); Opp’n 1 at 14 (“Typally, first-to-file dismissals
occur when an identical claim with the sameeptill remedies is pending in the first-filed
case”).

As for Counts I, Il and 1V, which are reédal to but not duplicative of claims in th
Texas Action, transfer to the KRbern District of Texas ie more appropriate optioisee
Kohn 787 F.3d at 1240/Vallerstein 967 F. Supp. 2d at 1297.I1tough Location Services
would prefer to adjudicate those claims here, plaintiff's choideraim is not a relevant factor
under the first-to-file rule SeeWallerstein 967 F. Supp. 2d at 1298pungevity Int'l, Inc. v.
Renew Life Formulas, Inc42 F. Supp. 3d 1377, 1383 (S.D. Cal. 20%¢EOpp’n 1 at 14.

Rather, it is the “principle afound judicial administratiorédnd avoidance of “conflicting or
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inconsistent ruling between courts inotwistricts” that governs the inquirgseeBarapind 72 F.
Supp. 2d at 1146.
IV.  MOTION TO DISMISS

Digital Recognition also requests the compulde dismissed for failure to state
claim. Mot. 1 at 1. Because all claims areaittismissed or transfed under the first-to-file
rule, this motion is moot.

V. CONCLUSION

The court DISMISSES Count 11l underetfiirst-to-file rde and TRANSFERS
Counts I, Il and IV to the Northemistrict of Texas. Upon trarsf and filing of this case in
Texas, the parties shall file a Notice of Relafzases to alert the Texas court to the related
pending matters.

The court DENIES the motion to stay and DENIES as MOOT the motion to
dismiss for failure to state a claim.

IT IS SO ORDERED.

This resolves ECF Nos. 10 11. This case is CLOSED.
DATED: August 14, 2018.

STATES DISTRICT JUDGE




