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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISRICT OF CALIFORNIA
SAN FRANCISCO DIVISION

SERVICENQW, INC., Case No. C 13-4243 RS

Plaintiff,
V. ORDER DENYING DEFENDANT'S

MOTION TO DISMISS FOR LACK OF
STONEBRANCH, INC., PERSONAL JURISDICTION AND

PLAINTIFF’'S MOTION FOR
Defendant. PRELIMINARY INJUNCTION

[. INTRODUCTION

The subject of this copyright infringementiaa is certain computesoftware produced by
plaintiff ServiceNow, Inc. known as “Glide.” 8a&ceNow describes Glide as “uniquely user-
friendly architecture that allows users with litdeno computer programmy training to develop
their own applications.” SergNow previously licensed copiegGlide to Opswise Software, a
California-based company. Through a two-step mepgocess, Opswise was dissolved and its
assets and operations eventually becameopaefendant Stonebrandngc., which undisputedly
uses elements of Glide in its own software s@xices products, sthown as “the Opswise

Automation Center.”

Dockets.Justia.c

36



http://dockets.justia.com/docket/california/candce/3:2013cv04243/269980/
http://docs.justia.com/cases/federal/district-courts/california/candce/3:2013cv04243/269980/36/
http://dockets.justia.com/

United States Dstrict Court

For the Northern District of California

© 00 N o o b~ w N PP

N NN N N DN DN NN R R R R R RPB R R R
0 N o U0~ W N P O © 0 N o 0o W N B O

Stonebridge contends it is maibject to personal jurisdiction in this forum and moves to
dismiss on that basis. ServiceNow seeks ampirgry injunction against Stonebridge’s continue
use of Glide.

Stonebridge obtained the swéire in dispute by acquirin@pswise, a California-based
company, and even relies on the Opswise licenseda$ense to infringement, a license agreemg
originally formed between Catifnia entities and expressly govedby California law. These
circumstances are sufficient to support jurisdicoeer Stonebridge in California. The motion tq
dismiss will therefore be denied.

The motion for a preliminary injunction presgm somewhat closer call. Stonebridge
admits it is using Glide, and, for purposes @ tinotion, does not contesopyrightability. Its
arguments that it has a license, express or im@iedior that Opswise hagived its infringement
claims, are less than compelling. Those cdiaas, however, present at least some factual
uncertainty weighing against tigeant of a preliminary injunatn. Additionally, while ServiceNow
may have the right in the abstréatblock any use of its software gtiquestion arises as to its abil
to withhold consent to assignniaf the Opswise license toditebridge under the circumstances
here.

Of greater import on the questiohirreparable harm is SengNow’s failure to act more
promptly, coupled with the absence of an adegeridentiary showing a® the likelihood of the
claimed harms. Combined withhar facts suggestingahthe injury to SeviceNow lies in not
receiving royalties, as opposedeing injured by the mere use®hde, monetary damages likely
will be sufficient even if liability is proven. écordingly, the motion for a preliminary injunction

must also be denied.

Il. BACKGROUND
ServiceNow describes itself as “a leadprgvider of information technology service
management software that allows custonetswer their operational costs and enhance
efficiency.” It offers a suite afipplications based on its Glig&atform. As noted above, that

platform is designed to allow users with littlerer computer programming training to develop tH
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own applications. As also noted above, ServmgMas registered copyghits in the software, the
validity of which Stonebridge does notatlenge, for purposes of these motions.

ServiceNow originally licensed its Glide seofire to JME Software, LLC, for developmen
of a specific product line of softwa applications. In 2008, Sece&Now consented to the partial
assignment of that license to Opswise in conaratith Opswise’s ass@urchase of that product
line. That agreement provided that Opswisrila be bound by the same duties, liabilities, and
obligations specified in the original license.

In January of 2011, defendant Stonebranplaient holding comamy (SB Holdings
International, Inc.) created a wholly-owned nergubsidiary (Opswise Acquisition Company) tq
merge with Opswise and be the post-merger sungientity. In December of that year, in what
Stonebranch characterizes dseparate transaction,” Opswiéequisition Company was merged
into Stonebranch.

Based on these facts, ServiceNoontends “Stonebranch deuisa corporate transaction i
2011 to gain access to ServiceNow’s softwaratheut ever compensating ServiceNow—while
extinguishing Opswise’s separatgmarate existence.”In addition to denying any wrongful inten
Stonebranch argues that it was eeén a party to the merger that ended Opswise’s existence 4
California entity, and that the merger it latereeted in December was with a fellow Georgia-ba
company*

The parties dispute the extent to which they competitors. ServiceNow insists that
Stonebranch’s products compete with som8earviceNow’s offerings, and Stonebranch’s
distribution of unauthorized version$ the Glide platform undercug&erviceNow’s efforts to sell it

own software.

! At the hearing, counsel acknowledgédt there is nothing in theaerd to show that the ultimate
merger in December was not contemplatedifthe outset of the acquisition process.
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[ll. LEGAL STANDARDS

A. Personal Jurisdiction

Motions to dismiss for lack gdersonal jurisdiction are authoed by Rule 12(b) (2) of the
Federal Rules of Civil Procedure. Personasdiction over a nonresidedéefendant may exist if
the defendant has either a continuous and systeprasence in the stategfgeral jurisdiction), or
minimum contacts with the forum state such thatexercise of jusdiction “does not offend
traditional notions of fair play and justice” (specific jurisdictioimt'| Shoe Co. v. WashingtpB826
U.S. 310 (1946). Fairness requires that a courcesesjurisdiction only ithe defendant’s actions
in connection with the forum arecuthat “he should reasonably anticipate being haled into co
there.”"World Wide Volkswagen Corp. v. Woodsé#4 U.S. 286, 297 (1980).

Where there is no federal statute applicablget@rmine personal jurigdion, a district cour
should apply the law of th&tate where the court siSee Schwarzenegger v. Fred Martin Motor

Co, 374 F.3d 797, 800 (9th Cir. 2004). California's long-arm statute permits the “exercise of

jurisdiction on any basis not inconsistent with tren§litution of this state or of the United States.”

Cal. Civ. P. Code § 410.10.

If personal jurisdiction is challenged, the pldiniears the burden of establishing the dist
court’s personal jurisdion over the defendartbee Doe v. Unocal Cor®248 F.3d 915, 922 (9th
Cir. 2001) (per curiam). However, the plaintifed only make a prima facshowing of jurisdictiot
to defeat the motion to dismisSee id.see also Data Disc, Inc. v. Sys. Tech. Assocs,,35¢.
F.2d 1280, 1285 (9th Cir. 1977). Such a showing requanly that a plaintiff present facts which

if true, establish jurisdictiorBee Unocal248 F.3d at 922. “[U]ncontroverted allegations in

[plaintiff's] complaint must be taken as true,” and “conflicts between the facts contained in the

parties' affidavits must be resolved in [pl#is] favor for purposes of deciding whether a prima
facie case for personal jurisdiction exist&AT&T v. Compagnie Bruxelles Lamhedd F.3d 586,

588 (9th Cir. 1996).
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B. Preliminary Injunction

A preliminary injunction order is an “extraordiry remedy” that is “aver granted as of
right.” Winter v. Natural Res. Def. Council, In655 U.S. 7, 24 (2008). To win a preliminary
injunction, a plaintiff must “establisthat he is likely to succeed time merits, that he is likely to
suffer irreparable harm in the absence of preliminary relief, that the balance of equities tips i
favor, and that an injunction is the public interest.’"Winter, 555 U.S. at 20. Alternatively, if the
moving party can demonstrate the requisitdilikmd of irreparable harm, and show that an
injunction is in the pubdi interest, a preliminary injunction m&sue so long as there are serioug
guestions going to the merits atiné balance of hardships tips ghigrin the moving party’s favor.
Alliance for Wild Rockies v. Cottre632 F.3d 1127, 1131 (9th Cir. 2011). In any case, a court
“must balance the competing claims of injury amalst consider the effect on each party of the
granting or withholding othe requested relief. Amoco Prod. Co. v. Village of Gambell, A80
U.S. 531, 542 (1987). Courts are “not mechdlyiacligated to granan injunction for every
violation of law,”Weinberger v. Romero-Barcel56 U.S. 305, 312-13 (1982), and “should pay
particular regard for the public consequencesmploying the extraordinamgmedy of injunction.”

Winter, 555 U.S. at 24 (citingVeinberger456 U.S. at 313).

V. DISCUSSION

A. Jurisdiction
ServiceNow primarily contals that the exercise gpecificjurisdiction over Stonebridge ig
appropriate in this actioA.The Ninth Circuit employs "a thrggart test to determine whether the
district court may exercisgpecific jurisdiction over a nonresidetgfendant” -- that is, jurisdiction
based on the relationship between the defendantiex contacts and the plaintiff's claiBallard v.

Savage65 F.3d 1495, 1498 (9th Cir. 1995ge alsorahoo! Inc. v. La Ligue Contre Le Racisme

2 Almost in passing at thee of its brief, ServiceNowugjgests that general jurisdictiatightbe
available, based on Stonebridge allegedly haamgnteractive websiteand having made other
marketing efforts in this state. ServiceNow &e&s the right” to make a more “fulsome” argumn
for general jurisdiction in the event jurisdictiomidcovery is allowed andncovers facts that wou
support such an argument.
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433 F.3d 1199, 1205 (9th Cir. 2006). The first step is to determine whether the nonresident
defendant has done “some act onsummate[d] some transaction wikie forum[,] or perform[ed]
some act by which he purposefully avails himsélthe privilege of conglcting activities in the
forum, thereby invoking the bentfiand protections” theredtl. (quotingOmeluk v. Langsten Slip
& Batbyggeri A/S52 F.3d 267, 270 (9th Cir. 1998)The purposeful availment requirement is
designed to ensure that a defant is not subjected to sinta jurisdiction through random,
fortuitous, or attenuated contadBurger King Corp. v. Rudzewic471 U.S. 462, 475 (1985). The
second step asks whether "themdis] one which arises out of results from the defendant's
forum-related activities.Id. The final inquiry is to determinéthe exercise ojurisdiction is
reasonabldd. Once it is established that defendants purpilyedvailed themselves of the benefjts
and protections of the forum, the forum’s exercise of jurisdiction is “presumptively reasonablg.
Roth v. Garcia Marque®42 F.2d 617, 625 (9th Cir. 199%ge also Schwarzeneggdir4 F.3d at
802.

Here, ServiceNow reliesipmarily on the “purposefullirection test” (or theCaldertest”

from Calder v. Jones465 U.S. 783 (1984)), which requires that the defendant “have (1) committec

an intentional act, (2) expressly aimed at therfostate, (3) causing hartimat the defendant knows
is likely to be suffered in the forum stat®ashington She&04 F.3d at 673 (citation omitted).
ServiceNow argues that the alleiggopyright infringement is justuch an intentional act knowingly
aimed at it here in Californiavhere it is suffering damages.

It is unclear whether thedmework of the “purposeful dicgon test” is well suited for
application here. Theis little doubt, however, that Stonebclinhas subjected itself to specific
jurisdiction in this matter through its condudiotwithstanding the twastages of the merger,
Stonebranch in effect knowingly acquire@alifornia company and obtained access to its
technology. That technology includis® software in dispute. @tebranch’s primary defense in
this action is its claim that it has rights untle license that was agsied to Opswise, when

Opswise was a California companyhe license agreement is exmigggoverned by California law.

3 As compared to purposeful direction, a purposafaiiment analysis is most often used in suit4
sounding in contract, rather than t@thwarzeneggeB74 F.3d 802.
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Having claimed rights under and through Opswasejuired when Opswise was a Califorpia
company dealing with another California compaStonebridge cannot be heard to say it did not

“reasonably anticipate being hdlento court” here. The matn to dismiss must be denied.

B. Preliminary Injunction

Stonebranch effectively concedes, at leastife purposes of this motion, that it is using
copyrighted material belongirtg ServiceNow in a manner that would constitute actionable
infringement, absent a license or waiver.

Stonebranch insists, however, that betwidanch of 2012 and the filing of this suit,

ServiceNow never suggested that Stonebrangsé of the Glide platform was unpermitted unds

-

the Opswise license assignment. A ServiceNow investor (John Nemes board member
(Charles Noell) were in communication withb8ebranch about Glide and never disputed that
Stonebranch had the right to use it. Furt@nmunications between is&eNow and Gwyn Clay
of Stonebranch took place in the spring of 2013,ragdthout any claim from ServiceNow that the
use was unpermitted.

Stonebranch has not shown, however, howddnlyese communications could rise to the
level of an implied license, or aguitable estoppel to pursueiafringement claim. Indeed, the
evidence shows that ServiceNowfact told Stonebranch that faer sales of Glid should cease,
and it should be replaced. NorSsonebranch’s assertion of expresdicense viable, given the
legal dissolution of the entity to which thepeess license had undisputedly been assigned.

Stonebranch is on more solid ground, however, in arguing that ServiceNow may have bee

19%
o

legally obligated to consent to assignment of the license to Stbrench, and/or that it has waiv
any right to withhold that coesit. ServiceNow has complinted Stonebranch’s product as a

“shining example” of how Glide can be used. Witiilere is a dispute as wehether it sought only

0

new license, or was acknowledging an existing one, Servicefdaght royalty payments, and
negotiated for an continuing angement between the companies.
Nevertheless, efforts to maintain businesgimahips and to resolhaisputes without court

action are to be encouraged, disicouraged. To hold that SeseNow is barred from pursuing ar
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infringement claim now as thes@t of having made such effertvould not be warranted. The

conduct, and the delay in bringing suit, howedees undermine any inference that continued use

by Stonebranch of Glide will give rise to any irreparable harm, or any harm not fully compensgable

in damages.

To obtain a preliminary injunction in a copyhigaction, a plaintiff mano longer rely on a
presumption of irreparable harbyt must instead demonstratékalihood of such harmElexible
Lifeline Systems, Inc. v. Precision Lift, In654 F.3d 989, 998 (9th Cir. 2011). The potential hayms
which ServiceNow contends may occur here are ynsheculative and/or repsent little more thap
argument that certain typesiafuries inevitably flow fromcopyright infringement. As such,
ServiceNow has not met its burdefee Herb Reed Enterprises, LLC v. Florida Entertainment

Management, Inc__ F.3d __, 2013 WL 6224288, *9 (9th Cir. 20¢3)his approach collapses the

==

likelihood of success and the irrepaleaharm factors.”) ServiceNokas not sufficiently explaineg
how any injury it may suffer cannot be fully compensated through an award of damages.

Accordingly, the motion for a prelimary injunction must be denied.

V. CONCLUSION

The motion to dismiss and the motiom pweliminary injunction are both denied.

IT 1S SO ORDERED.

Dated: 12/20/13

RICHARD SEEBORG
UNITED STATES DISTRICT JUDGE




