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7 IN THE UNITED STATES DISTRICT COURT
8 FOR THE NORTHERN DISRICT OF CALIFORNIA
9 SAN FRANCISCO DIVISION
10
%‘ 1 GAMETEK LLC, No. CV 13-2546 RS
fao}
3 5 (Related to Case Nos. CV-13-3089-RS,
5 8 12 Plaintiff, CV-13-3472-RS, CV-13-3493-RS)
= %5 V.
B 18
ag ZYNGA, INC., ORDER DENYING DEFENDANTS’
¢ e 14 MOTIONS FOR ATTORNEY FEES
S 5 15 Defendant.
Do /
g 17 I. INTRODUCTION
18 Plaintiff Gametek LLC (“GT”) brought an #on for infringement of U.S. Patent No.
19| 7,076,445 (“the '445 patent”) agairsgtveral defendants, includj Zynga Inc., Funzio Inc.,
20 || Electronic Arts Inc., and Crowtis International Limited. Defelants’ motions for judgment on
21| the pleadings were granted baiem a finding that the assertgdtent was invalid because it
22 || claimed an unpatentable abstrigigta. The four defendants whaonained in the case at the time
23| judgment was entered now move for an awardttmfrney fees pursuant to 35 U.S.C. § 285,
24 || characterizing this as an “exceptional” caseitimg fee shifting based both on the substantive
25| strength of GT’s claims and the manner in whidhigated this matter. Ithat the “exceptional”
26 || label is not warranted here even under the regpansive standard articulated by the Supreme
27
28
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Court inOctane Fitness, LLC v. [ON Health & Fitness, In¢134 S. Ct. 1749 (2014),
defendants’ motionsiust be denied.
[I. BACKGROUND

GT is a subsidiary of Acacia Reseafgtoup LLC (*Acacia”); boh are non-practicing
entities. Through Acacia, GT acquired tdd5 patent from its prior owner, Theados
Corporation, in October 2011. As recountethia prior Order, the patent claimed a method by
which a game operator could offer additional items to players for purchase mid-game withou
interrupting play. Four monthefter acquiring the '445 pater@T filed suit in the Southern
District of California against 22 defendants;luding the four remaining defendants in this
matter. Gametek LLC v. Facebook, Indlo. 12-501 (S.D. Cal. Feb. 28, 2012). Following an
Early Neutral Evaluation conference with Famek, GT voluntarily dismissed its claims against
that entity and then joined def@ants to file a joint motion to sever. Rather than severing the
claims, the court exercised its discretiordismiss the remaining defendan@ametek LLC v.
Facebook, InG.No. 12-501, Dkt. No. 167 (S.D. Cal. Dec. 7, 2012).

Three days later, GT re-filed separate ctaimps against fourteen of the original
defendants in the Southern Distrof California. That coustventually transferred all those
actions on motion by the defendants: one to th&r@eDistrict, where GT is headquartered, and
the remainder to this distritt GT eventually settled witten of those fourteen defendants.

Four defendants (Zynga, Eleatiic Arts, Crowdstar, and Funzio) did not settle and
instead moved for judgment on the pleadings, argthieg445 patent is inv@ because it claims
an unpatentable abstract idea. Though noting-éakeral Circuit's admation that “it will be
rare that a patent infringemesuit can be dismissed at the pleading stage for lack of patentabl
subject matter,Ultramercial, Inc. v. Hulu, LLC722 F.3d 1335, 1338 (Fed. Cir. 2013), this

Court granted judgment on the pleadings.

! |t appears that one motion to transfer withdvawn, and the case settled, while it was still
E)ending before the Southern District.

The numbers referenced above are taken #gnga’s motion for attorney fees. In a
declaration submitted in support of Zynga'’s replyorney Jason Lo states that GT has settled
with twenty-one defendants.
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As an initial matter, the Court agreed witefendants that the '445 patent embodied the
abstract idea of allowing playeto purchase additional objecksring game play. The Court
then considered whether the patent claimsainad sufficient “inventive concept” to transform
that unpatentable abstract idetoia patentable applicatioisee Ultramercigl722 F.3d at
1343-44. Every patent is assumed to be propestyed; therefore, the party challenging the
patent must establish by clear and convincindence the claims are not meaningfully limited
to find a patent covers ineligible subject matt8ee id.at 1342, 1338-39. The Court concluded
this standard was satisfied as the '44tepaprovides no meaningful limitations on the
underlying abstract idea.

[1l. DISCUSSION

Section 285 provides the distrimburt discretion to award reasonable attorney fees in
patent infringement actions toetlprevailing party in “exceptional cases This text is patently
clear. It imposes one and only one constraindistrict courts’ discretin to award attorney’s
fees in patent litigation: The power is reserved for ‘exceptional’ casaéstdne 134 S. Ct. at
1755-56.

Before the decision i@ctane the Federal Circuit had limited patent fee shifting to case
in which the prevailing party demonstratég,clear and convincing evidence, either (1)
litigation misconduct; or (2) that tHigation was both objectively baselemsdbrought in
subjective bad faithBrooks Furniture Mfg., Inc. v. Dutigr Int’'l, Inc. (“Brooks Furniture”),

393 F.3d 1378, 1381-82 (Fed. Cir. 2005). In the sicenario, a court atd award fees only
“when there has been some matkimappropriate conduct relatedttee matter in litigation, such
as willful infringement, fraud or inequitab&®nduct in procuring the patent, misconduct during
litigation, vexatious or unjustified litigation, nduct that violates Fed. R. Civ. P. 11, or like
infractions.” Brooks Furniture 393 F.3d at 1381. “Absent misconduct in conduct of the
litigation or in securing the patent, [fees] ni@/imposed against the patentee only if both (1)
the litigation is brought in subgtive bad faith, and (2) the g&tion is objectively baselessld.

In the alternative, aaurt could award fees where it foundtlthe patentee’s position is “so

No. CV 13-2546RS
ORDER

\"ZJ




United States Dstrict Court

For the Northern District of California

© 00 N oo o b w N P

N RN N N N N N NN P P R R P B R P R
0o N o OO W N P O © 0 N O 00N~ W N R O

unreasonable that no reasonable litigant coulié\meit would succeed ral that the patentee
“actually know][s]” that to be trueiLOR, LLC v. Google, Inc631 F.3d 1372, 1377-78 (2011);
seeOctane 134 S. Ct. at 1754.

Octanerejected this “rigid and mechanical formulatiorOtctane 134 S. Ct. at 1754.

With regard to litigation misconduct, the Coditerged from the Federal Circuit’s focus on
sanctionable conduct, holding tHatdistrict court may award feés the rare case in which a
party’s unreasonable conduct—wehiot necessarily independergignctionable—is nonetheless
SO ‘exceptional’ as to juigy an award of fees."Octane 134 S. Ct. at 1757. Nor must the district
court find that the litigation was both objectively baseless amdght in subjective bad faith to
award fees. “[A] case presentiaghersubjective bad faitbr exceptionally meritless claims
may sufficiently set itself apart from ma-run cases to warrant a fee awardl”’ (emphasis
added).

Construing the term “exceptional” in acdance with its ordinary meaning of
“‘uncommon,” “rare,” or “not ordinary,” the Court @ctaneheld that “an ‘exceptional’ case is
simply one that stands out from others wikpect to the substantive strength of a party’s
litigating position (consideringoth the governing law and tfects of the case) or the
unreasonable manner in which the case was litigateld.’at 1756. Districtourts are instructed
to exercise their discretion on a case-by-case lasisjdering the totality of the circumstances
and applying a preponderance of the evidence stantthréit 1756, 1758. Rejecting the
Federal Circuit’s then existing frameworket@ourt suggested distt courts look to
“nonexclusive” factors it preausly set forth concerning a slar provision of the Copyright
Act, including “frivolousnesanotivation, objective unreasonabéss (both in the factual and
legal components of the case) dhd need in particular circunastces to advance considerations
of compensation and deterrenc®ttane 134 S. Ct. at 1756, n.6 (quotiRgrgerty v. Fantasy
510 U.S. 517, 534, n.19 (1994)).

A. Substantive Strength of the Claims
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Defendants first argue essentially that‘ttage” case in which invalidity may be
determined on the pleadings (such as this) fastw constitutes an “exceptional”’ castee
Ultramercial, 722 F.3d at 1338 (invalidating a patahthe pleading stage for lack of
patentability is a “rare” occurrence). dmanting defendants’ matn for judgment on the
pleadings, the Court echoblitramercial, concluding that “this appesato be the rare case in
which the defendants have met their burdeth@fpleadings stage show by clear and
convincing evidence that the '445tpat claims an unpatentable abstract idea.” The rarity to
which Ultramercial refers arises where the record is sticdt a determination of unpatentability
can be made at the pleadings stage. It imaogssarily a judgmean the relative strength or
weakness of the patentee’s lgtgn position, particularly herghere the critical issue of
inventive concept is evolving. Nowhere dé@stanesuggest a shift to the “English Rule”

whereby a party who concludes a case on a plgadotion invariably gets his or her fees.

It is particularly relevant here that the substantive law in this area was unsettled at the

time of the prior Order. Th8upreme Court had granted ceriioion the directly-applicable
guestion of “[w]hether claims to computemplemented inventions—including claims to
systems and machines, processes, and itemsuoiifacture—are directed patent-eligible
subject matter within the meaning of 35 WLS§ 101 as interpreted by this Court&lice Corp.
Pty. Ltd. v. CLS Bank Int’l (“Alice Corp.7)No. 13-298 (cert. granted Dec. 6, 2013). The case
had been argued at the time this Court hdasdnotion for judgment on the pleadings, but a
decision was not issued until June 2014 wherstifgeme Court affirmed the Federal Circuit,
holding that the abstract idea underlying thenstaat issue was unpateahte and not saved by
generic limitations requiring computer implementatideh, 134 S. Ct. 2347, 2360 (2014).
While ultimately agreeing with théederal Circuit, the decision Alice Corp.provided
additional clarity regarding computer systapplications, an issue upon which the Federal
Circuit, sitting en banc, had fadeo provide a majority opinionld., at 2357.

In addition to the judgment of invalidityn the Rule 12(c) motion, defendants note the

Court’s observations that GT provided “no miegful alternative,” ‘ho substantive counter-
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argument,” and “no explanation” of what the '4d&tent added to the abstract idea of mid-
gaming purchasing. Itis true that GT's briefimiggthe prior motion, to a large extent, consisted
of granular parsing of the claimed steps rather than any stilsstaxplanation of how this
differed from the underlying abstract idea. W diot, however, descend to the level of frivolous
argument or objective unreasonablen&dseOctang 134 S. Ct. at 1756, n.6.

B. Manner of Litigation

“The purpose of section 285, unlike that ofi&Wl1, is not to control the local bar’s
litigation practices . . . but is remedial and flee purpose of compensating the prevailing party
for the costs it incurred in the prosecution diedse of a case where it would be grossly unjust,
based on the baselessness of the suit or because of litigation or Patent Office misconduct, t
require it to bear its own costsHighmark, Inc. v. Allcare Health Mgmt. Sys., 887 F.3d
1300, 1310, n.1 (Fed. Cir. 2012pcated and remandedi34 S. Ct. 1744 (20143ge Octange
134 S. Ct. at 1757 (“sanctionable condsatot the appropriate benchmark”).

AlthoughOctaneeased the standard fiee shifting, and clearlreduced the prevailing
party’s burden from clear and convincitoga preponderance of the evidence, [fstane
decisions awarding fees have cemed egregious behavior. Seqy., Intellect Wireless, Inc. v.
Sharp Corp.No. 10-6763, 2014 WL 2443871, at *6 (N.D. May 30, 2014) (awarding fees
based on false declarations before the PTidowt which, the court aecluded, the plaintiff
would not have obtainetie patents at issuejpognex Corp. v. Microscan Sys., lndo. 13-

2027, 2014 WL 2989975, at *4 (S.D.N.Y. June 30, 2(tAicizing plaintiff for post-trial

motions that simply sought to re-litigate issues decided during trial and awarding fees at leas
to those motionsPrecision Links Inc. v. USA Products Group, INo. 08-576, 2014 WL
2861759, at *3 (W.D.N.C. June 24, 2014) (critingiplaintiff for seeking a preliminary
injunction based in large part on a previoushec&d theory of liahily and filing frivolous
post-dismissal motions). GT’s conduct may suggasiggressive litigeon strategy, but it falls

short of conduct that has beeuhd to justify fee-shifting even poStetane
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Defendants urge the Court to consider GBarse of conduct beginmy with its original
complaint in the Southern District of California in thecebookmatter. While defendants argue
GT violated the joinder statutdhe court never held that joinder was improper in the original
complaint, concluding only after Facebook haeib dismissed and that the remaining parties
were misjoined. Nor have defendants sufficiently established GT’s condugadebookis
relevant to the question &es in this case.

After the original complaint was dismigssedefendants argue GT improperly re-filed
complaints against each defendant in the SontbDestrict of Califonia even though defendants
had no meaningful connection to tluistrict, forcing each defendatt move to transfer venue.
Although each of these cases was eventuallysterred, defendants concede that venue was
proper, if not convenient, in the Southern District.

Defendants next argue GT’s actions reqiidlefendants to incur unnecessary costs and
attorney fees in defending against discovemaleds, including a motion to compel, which were|
calculated to drive litigation costs and stededdants towards settlement. Defendants have
identified, and submitted as exhibits, twenty-five emails from GT threatening motions to com
These emails, however, encompassed seven diffeases, including sonvath defendants who
previously settled and are no longer part of #uson. Others include glicate messages within
a single chain of emails.

For example, exhibits 13-16 are all part of a single email chatnrsthe original
Facebookmatter. On November 14, 2012, counsel forsgiies that defendasplan to provide
rolling production of documentsas “not acceptable.” Exh. 1&ounsel goes on to state, “The
Defendants’ were required to produce doeuts responsive to GameTek’s requests for
production almost a month ago. We need eacindafdgs’ [sic] prompt availability for a meet

and confer, as we’re going tibefa motion to compel compliance with the Defendants’ Rule 34

® On GT's original theory, Facebook had facilitated each of the defendant’s allegedly infringi
conduct through its gaming platform. GT nowuwes that it learned through ADR efforts and
early discovery that Facebook’s platform neitencouraged noadtilitated the alleged
infringement and, on that basis, GT voluntadigmissed Facebook and then joined defendants
in a joint motion to sever. Defendants caurthat no such facts concerning Facebook’s
involvement appeared in the original complaint.
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production obligations.ld. Defense counsel, apparently, diot respond, and so GT repeated
its enquiry on November 15 and againdovember 23. Exh. 14, 15. Still receiving no
response, GT stated on November 27 thididafe was no response it would file a motion to
compel. Exh. 16. Similar patterns are reflectgubatedly in the emails submitted in support of
this motion. According to GT, these exhildismonstrate that defenda “complied with most
of GT’'s demands for compliance with the digery rules, but only belatedly and only when
necessary to avoid a motion to compel beitegifi Whether GT was correct, in the first
instance, to suggest it was prepared to fikleadion to compel, it cannot be faulted for repeating
that fact when the recipient chose not toyeplhe only motion to compel actually filed by GT
was denied by the assigned magistratige. No. 13-2546, Dkt. No. 63 (Nov. 22, 2013).

Finally, defendants point to GT’s actionseafthe hearing on the motion for judgment on
the pleadings, at which the Court gave a targauling in favor of defendants. The morning
after the hearing, GT gave notice of its intenadiol a new accused produe the case; one hour
later, GT gave notice of its intent to continue with several scheduled depositions and deman
to depose additional employees of defendants on the remaining games and topics. It is not
how much additional effort, if any, was requireddafendants to respond to these notices as th
Court’s order granting judgment on theatlings was issued later that day.

In sum, defendants’ allegations may sug@esaggressive litigation strategy by GT.
They do not demonstrate by a preponderanceecévidence that GT's manner of litigation was
“so ‘exceptional’ as to juBy an award of fees."Octane 134 S. Ct. at 1757.

V. CONCLUSION

For the above reasons, defendants’ motfonattorney fees are denied. The
administrative motions to file certain materials under seal, primarily financial information
relating to the acquisitioaf the '445 patent and the settlemhagreements entered into between

GT and former defendants in this matter, are grahted.

4 case No. 13-2546, ECF Nos. 95, 107, 11Geddo. 13-3089, ECF Nos. 94, 108, 110; Case
No. 13-3472, ECF Nos. 99, 108, 111; Case No. 13-3493, ECF Nos. 77, 91, 93.
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IT 1S SO ORDERED.

DATED: Septembep, 2014

RICHARD SEEBORG
UnitedState<District Judge
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