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v. Pacific Coast Distributing Inc. et al Doc

UNITED STATESDISTRICT COURT

NORTHERN DISTRICT OF CALIFORNIA

CaseNo.: 11-CV-06173 YGR
LML HOLDINGS, INC.,

o ORDER GRANTING IN PART AND DENYING IN
Plaintiff, PART MOTION OF DEFENDANTS TO DISMISS
THE SECOND AMENDED COMPLAINT WITH
VS. LEAVE TO AMEND

PAcCIFIC COAST DISTRIBUTING INC. et al.,

Defendants.

Plaintiff LML Holdings, Inc. (“‘LML") alleges tlat Defendants Pacific Coast Distributing,
(“Pacific”), PetSmart, Inc. (“PetSmart”), PetSm&tore Support Group, Inc. (“PSSG”), and Coag
Pet Products, Inc. (“Coastal”) (bectively “Defendants”) have ininged three of its dog harness
patents. LML’s four count Second Amended Ctamp (“SAC”) asserts a single claim of direct
patent infringement againsach of the four Defendants.

Defendants have filed a motion to dission the grounds that LML (1) pleads only
speculative, conclusory allegaitis as to Defendants PacificcehPSSG; (2) fails to identify the
accused product; and (3) fails to plead willful infringement.

Having carefully considered the papers submitted, the pleadings in this action, and thg
argument of counsel, for the reasses forth below, the Court here@RrRANTSIN PART andDENIES

IN PART the Motion to Dismiss with leave to amend.
. BACKGROUND

LML is the owner of three patents thadich, among other things, an animal training
apparatus for dogs in the form of a harnessititatrporates features emhance the training and

control of the animal. SAC 1 10. The LML SENS-ibieproduct implements the design that is tf

subject matter of the Patents at Issue. SAC LML alleges that each Dendant has infringed the

! Specifically, U.S. Patent Nos. 7,886,699, 7,387,087, and 7,107,939 (jointly called the “Patents at Isg
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Patents at Issue by making, using, importing, disting, offering for sale, and selling a walking
harness that is a knock-off of its SENS-ibleroduct, marketed under the name “Top Paw” (the
Paw Product”). SAC 11 12, 27, 32, 36, 40. LML se@&mages, injunctive relief, and costs.
LML additionally alleges that this is an extrdinary case warranting enhanced damageq
willful infringement. The SAC lkeges that the Defendants direatlyindirectly knew about its
pending patent applications and infringed the Patanissue despite an objectively high likelihod
that their actions constituted infringement. Sfeally, in December of 2004, an LML affiliate ga
notice to PetSmart of the pendinggra applications that resultedtime issuance of the Patents at|
Issue, and also provided PetSmart with a sample of the LML SENSpbteluct that implementeg
the inventions that eventually became the Patantsue. Moreover, LML alleges that “Pacific,
PetSmart and PSSG are affiliated in such a walyttie knowledge and condwttributable to any
one of those defendants should also be attributaldadb of the others.Id. { 24. Despite
knowledge of the pending patent &pations, each Defendant alleggdiias made and/or used and
imported and/or distributed and/offered for sale and/or sold, andtontinues to make and/or us
and/or import and/or disbute and/or offer for sale, and/or sekrtain products in the United Stat
that infringe on the Patents at Issu_ML further alleges that ea@efendant has actual notice of
Patents at Issue through serviceha original complaint in December 2011, and despite this no
each of the Defendants has persistét its infringing conduct, haefused to cease such infringin

conduct, and has continueddefend against this action.

. DISCUSSION
A. LEGAL STANDARD

A motion to dismiss under Rule 12(b)(6) tests tlyalesufficiency of the claims alleged in
complaint. lleto v. Glock. InG.349 F.3d 1191, 1199-1200 (9th Cir. 2003). Review is limited to
contents of the complaint, and exhibits attached the®¢e. Hal Roach Studios. Inc. v. Richard
Feiner & Co., Inc, 896 F.2d 1542, 1555 n.19 (9th Cir. 1989). To survive a motion to dismiss,
complaint must contain enough factual matter, acceagterle, to state a chaifor relief that is
plausible on its faceAshcroft v. Igbal556 U.S. 662, 678 (2009). Legatlgnclusory statements, |

supported by actual factualedations, are not entitled tbe assumption of trutid. A plaintiff's
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obligation to provide the grounds ib$ entitlement to relief ‘@quires more than labels and
conclusions, and a formulaic recitation of the elements of a cause of action will n@edbAtlantid
Corp. v. Twombly550 U.S. 544, 555 (2007) (citationsdequotations omitted). Rather, the

allegations in the complaint “must be enough toeraisight to relief abovihe speculative level.ld.
B. INFRINGEMENT ALLEGATIONS AGAINST DEFENDANTS PACIFIC AND PSSG

Defendants Pacific and PSSG, only, argue that the SAC contains only a speculative,
conclusory allegation with respdottheir specific conduaelative to three LM patents. The SAC

alleges:

Each of the defendants has made, usegorted, distributed, offered for sale
and/or sold, and/or continues to make, us@ort, distribute, offer for sale, and/or
sell, certain products in the United Statest infringe on the Patents at Issue,
including but not limited to the Top ®aProduct, as alleged in paragraph 13,
above. Such infringing use includes, Buhot limited to, the importation,
distribution and offering for sale drselling the Top Paw Product to, among
others, PetSmart.

SAC 11 12, 32, and 36.
Defendants argue that these altégss “all but parrot the statuté’and consist of pure speculation
based solely on the companies’ association RétsSmart. Defs. Br. 3 (citing SAC 1 24). LML
argues that it believes thadth Pacific and PSSG have infyed its products by making, using,

importing, distributing, offering for sale, selling andtbrs basis it has alleged that both Defendalnts

engaged in such infringing conduct.

The inquiry here, however, is whether thets alleged, if proven, would establish the
Defendants’ liability for infringement and not ethmer the Defendants have an adequate basis t¢
allege these facts. Whether it is doubtful or ewelikely that each of the four Defendants makeg

uses, imports, distributes, and sells the accpsadiict(s), this does not render the allegations

implausible. See Igbalsuprag 556 U.S. at 678 (“The plausibility stdard is not akin to a ‘probability

requirement,’ but it asks for more than a sheasjtility that a defendant has acted unlawfully.”)

(citing Twombly supra 550 U.S. at 556). Rather, here, tHegations focus on the Defendants’ rq

% The statute provides that “whoever without authority makes, uses, offers to sell, or sells any patente]

Die

d

invention, within the United States or imports into thated States any patented invention during the term of

the patent therefor, infringes the patent.” 35 U.S.C. § 271.
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in multiple parts of the supply and distributiomain. These allegations sufficiently put these
Defendants on notice of their alleged role arelatequate under fedepdeading standards.

Based on the foregoing analysis, the Motioismiss Counts Il and 11l of the SAC is
DENIED.

C. THE ACCUSED PRODUCT OR PRODUCTS

Next, Defendants argue that they havebesn put on notice of the accused product or
products because (1) there is notyie, packaging, or model numhbédentified in the SAC; and (2)
there are multiple products marketed undemédume “Top Paw.” The SAC alleges that LML
provided Defendants with theserfieulars concerning the accusproduct(s) on December 17, 20
SAC 1 17 Additionally, the SAC allges how the Top Paw Productglaments the elements of
each claim of the Patents at Issue so as to infringe the patents.

According to Defendants, because “Top P& brand, the SAC alleges infringement by
nothing more than a brand. Mot. 3-4. Based uperatlegations in the S, the Court understandg

there is only one Top Paw Produ&eeSAC 1 12 (describing the accused products as “certain

12.

products . . . including, but not limited to a walgiharness product that is marketed under the name

‘Top Paw’™). The Court requestedacification on this point at orargument; counsel agreed that
there is only one “Top Paw Produdhit that it has different sizedlaintiff's counsel further
clarified that currently LML is aware of onlyne product — the Top Pdwoduct — that it believes
infringes on the Patents in Isstiéf LML chooses to file a Third Amended Complaint, it should
clarify which product(s) ibelieves infringes on theatents at Issue and ase only that product.
However, the inquiry here is whether the faalteged state a cause of action for infringement.
Based on the foregoing analysis, this grounddfsmissal of LML'’s claims for patent

infringement isDENIED.

3 Specifically, “[o]n December 16, 2012 counsel for Pacific, PetSmart and PSSG asked counsel for LN
provide particulars of the accused Top Paw Producintg and the following day counsel for LML provide
copy of the packaging of the Top Paw Product that included a diagram depicting the infringement by

Paw Product in the respects described in” the Complaint. SAC T 17.

* Apparently the confusion stemmed from the allegattian “certain products” infringed on the Patents at
Issue but the SAC identified only the Top Paw Productfas@ing. After Plaintiff's counsel clarified that
LML is accusing only this one product of infringementféhelants’ counsel stated that, if there is only on
accused product, Defendants can answer the SAC.
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D. WILLFUL INFRINGEMENT

Defendants challenge the claim for willfufimgement on the grounds that LML has not

identified: (1) “pre-filing” knowledge of the PaterasIssue; or (2) post-filing conduct that would

support a finding of willful infringement. LML diggees and argues that the SAC adequately allege:

that Defendants’ infringement has been wilknld with full knowledge ofhe Patents at Issue
making this an exceptional case pursuant to 35 U.S.C. § 284.

Section 284 permits a court‘ioacrease the damages up toeth times the amount found or|
assessed.” 35 U.S.C. § 284. The Federal Circaihbll that a finding of Wful infringement is a
prerequisite to the award afileanced damages under Section 28de in re Seagate Technology,
LLC, 497 F.3d 1360, 1368 (Fed. Cir. 200&h pang. Willfulness requires that “the infringer acte
despite an objectively high likelihddhat its actions constituted imfgement of a valid patent.Id.
at 1371. “[T]his objectively-definedsk . . . was either known or stvious that it should have be
known to the accused infringerltl. Thus, to state a claim for willful infringement here, LML m{
allege facts from which it may be concluded that Defendants knew of thetBats at Issue or it W
so obvious that it should have been known, aedetivas an objectively ¢ likelihood that their
actions constituted infringement of a valid patdnt; State Industries, Inc. v. A.O. Smith Coifb1
F.2d 1226, 1236 (Fed. Cir. 1985).

1. Knowledge of patent @fications versus the patents themselves.

The issue here is whether alleging kilenlge of a pending patent application is

sufficient to state a claim for willfulness.

The SAC alleges that “[ijln December, 2004 LML affiliate corporation Softouch Concep
Inc. (‘Softouch’) gave written notice to PetSmairthe pendency of patent applications numbers
60/392,746 and 10/341,930 that resulted in the issuartbe &fatents at Issue.” Defendants argy
that undeiSeagatewillfulness requires that “the infrger acted despite an objectively high
likelihood that its actions cotituted infringement of &alid patent,” but knowledge of patent
application fails to allege “prakihg” knowledge of a valid patentLML counters thathe allegation

of willfulness may be based solely upon kihedge that a patemipplication was filed.
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District Courts have regularly gaired that plaintiffs plead kndedge of the actual patents
issue and not mere knowledge of gendency of patent applicationg.g, IpVenture, Inc. v. Cello
Partnership No. 10-CV-04755-JSW, 2011 WL 207978, at(keD. Cal. Jan. 21, 2011) (dismissin
claim for willful infringement where complaint provided “no facts to support the claim that
defendants actually had knowledge of the issued paténthjs is becaus#a] ‘patent pending’
notice gives one no knowledge whatsoever . . .ndg#éin application is no guantee any patent wil
issue and a very substantial percgataf applications never resuitpatents. What the scope of
claims in patents that do issue will isesomething totally unforeseeableX’O. Smith Corpsupra
751 F.2d at 1236.

Here, LML does not allege that Defendants krleevpatents issued because they conduc
search of whether the patents issued, but rather, LML allegabéhaefendants acted recklessly
objectively unreasonably because they did not coralsetarch. According to LML, PetSmart wa|
on notice of pending patent applications (andhaittes this knowledg® Pacific and PSSG) and
therefore, PetSmart, Pacific, and PSSG needetjtore into whether those patent applications W
granted. Thus, LML argues, the facts alleged stimarisk of infringementvas “so obvious that it
should have been known to the accused infrifiged therefore, Defend#s’ infringement was

willful because they engaged in infringing acts desiinis objectively high likelihood that their

actions constituted infringement. Pl.’s Opp’n 8 (quotB'gagatesupra at 1373). LML does not cite

any law to support its proposition that it is objectively unreasonable for a company to learn of

patent application and not conductaich of whether the patent isseNor has LML explained

® See alspSealant Systems Int'l, Inc. v. TEK Glophl-CV-00774-PSG, 2012 WL 13662, at *3 (N.D. Cal
Jan. 4, 2012) (judgment on the pleadin@®lannex, Inc. v. MiaSql&lo. 11-CV-00171-PSG, 2011 WL

4021558, at *3-4 (N.D. Cal. Sep. 9, 2011) (“[w]hateBmex fails to allege ithe second amended complaif
however, is that MiaSole had any pre-suit knowledge ofptant-in-suit] or that its conduct rises to the Ig
of ‘objective recklessness’ required to support an allegation of willful infringem&wel)Helicopter Textron

Inc. v. American Eurocopter, LLQ010 WL 1946336, at *8 (N.D. Tex. May 12, 201d)ebmap Techs., LLC

v. Google, Inc.2010 WL 3768097, at *4 (E.D. Tex. Sep. 10, 2010) (dismissing claim of willful infringen
based solely on defendant’s postAgiknowledge of the accused patent failure to abate its alleged
infringement);Anascape, Ltd. v. Microsoft Cor2008 WL 7182476 (E.D. Tex. Apr. 25, 200&yv’d on othe)
grounds Anascape, Ltd. v. Nintendo of Am., [r&01 F.3d 1333 (Fed. Cir. 2010) (pre-filing knowledge of
patent application did not create a triable issue of fact on the issue of pre-filing willful infringement).

® Instead, LML attempts to distinguish Defendants’ cases. It argudg\teatture v. Celloco Partnership
supra andBell Helicopter Textron v. American Eurocoptsupra involved bare andonclusory allegations
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how knowledge of a patent application creates an objectively higthbkel that the accused
infringer's subsequent ions constitute infringement of a valitent. It simply argues that a
reasonable jury could conclutteat Defendants acted unreasogaliVlere knowledge of patent
applications, without more, does not allege arctdjely high likelihood tat Defendants’ actions
constitute infringement of a valid patent.

Based on the foregoing analysis, the Court concludes that LML has not adequately plé¢
claim for willful infringement based on pre-filing conduct.

2. Willfulness based on conduct pdising of the complaint.

The final issue is whether LML can seek enhanced damages based upon the

Defendants’ post-filing conduct. A preliminary injuion generally provides an adequate remed
combat an accused infringer’s post-filing willful infringemeBeagatesupra 497 F.3d at 1372. ©
patentee who does not attempt to stop an accused infringer’s activities [by moving for a preli
injunction] should not be allowdd accrue enhanced damages basdely on the infringer’s post-
filing conduct.” Id.; see Anascapsuprg 2008 WL 7182476 (patentee who did not move for
preliminary injunction was not entitled to benefit from its lack of diligence by obtaining enhan
damages for willfulness during the post-filing period).

Circumstances where an infringgepost-filing conduct was found tze willful involved som
material change that could create objectively high likiéhood of infringing a valid patent, such a
patent surviving a reexaminationopgeeding without narrowed claimSee St. Clair Intellectual
Prop. Consultants, Inc. v. Palm, In@009 WL 1649751, at *1 (D. Del. Jun. 10, 2009) (cited in
Webmap Technologies, LLC v. Google, I2010 WL 3768097, at *2, 3 (E.D. Tex. Sep. 10, 201

Otherwise, the accused infringer must have pirggfknowledge of the patents at issue before the

patentee can accrue enhanced damagesiten post-filing willful conductld. at *1-2.

Here, the circumstance that LML identifies td@stantiate a willfulness claim is the litigatic
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itself, including service of the initial complairmendment of the complaint, and Defendants’ filing

of willful infringement. LML distinguisheSolannex v. Miaso)supra on the basis that the court dismissé
the action because the complaint failed to allege tieadi¢fiendant had pre-suit knieage of the patent “or
that its conduct rises to the level of ‘objective teskness’ required to support an allegation of willful
infringement.” Pl.’s Opp’n 9-10.

pd
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of a Rule 12(b)(6) motion to dismiss. In esserdL alleges that Defendants’ decision to defend
this case on the merits demonstrates willfulness. LML also qdmiesn Seagateand argues that|

although “in ordinary circumstances, willfulness wd#pend on an infringer’s prelitigation condug

~+

the phrase “in ordinary circunasices” demonstrates that depending on the circumstances, an
infringer’s post-filing conduct alone mapnstitute willfulness. Pl.’s Opp’'n 10Moreover, LML
argues that there is per serule that post-filing notification ahe patent at issue cannot form thg
basis for a finding of willfulness. Thus, LML argglit is not precluded from relying solely upon
post-filing conduct to support its allegations of wiltfess. Although technitta a party may not beg
precludedfrom relying solely upon post-filing conduct to support a claim of willfulness, LML has
failed to allege facts that distinguish this case from the ordinary case where “willfulness will depen
on an infringer’s prelitigation conduct.”
LML cannot cite a single case which the fact that a suit wdiled was grounds for a findirjg
that an infringer’s post-filing conductale of willfulness.Instead, LML citeRRalston Purina Co. v
Far-Mar-Co, Inc, 772 F.2d 1570, 1577 (Fed. Cir. 1985) (infringer’s pre-filing infringement was
willful where patentee offered a license, infringemadiately declined the license, and patentee|then

filed suit approximately 60 days aftefringer refused to take a liced), for the proposition that th

9%
=
()

is no minimum time-period for enhanced damages to accrue. The case is not on pgoahtstolm
Purina, the infringer had actual notice of the patesfore the lawsuit was filed and it was the
defendant’s pre-filing conductahwas found to be willful.

Knowledge of the Patents at Issue from saraf the initial complaint does not warrant
imposition of enhanced damages for willful contdo@ased solely upon post-filing conduct. LML

suggests that since it amended itsptaint subsequent to servingetbriginal complaint, Defendants

" The passage provides more fully that:

. . . in ordinary circumstances, willidss will depend on an infringer’s prelitigation
conduct. . . [W]hen a complaint is filed, ag@tee must have a good faith basis for alleging
willful infringement. So a willfulness clai asserted in the original complaint must
necessarily be grounded exclusively in the aedunfringer’s pre-filing conduct. By
contrast, when an accused infringer’s postjlconduct is reckless, a patentee can move
for a preliminary injunction, which generallyovides an adequate remedy for combating
post-filing willful infringement.

Seagatesuprg 497 F.3d at 1372.
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have been on notice that they arginging the Patents at Issue, dmetause they continue to infrin]
on the Patents at Issue, the infringement is willfdbwever, the SAC also alleges that Defendan
investigated the allegations ofrimgement in LML’s complaintiad concluded that the Patents at

Issue are invalid. SAC 11 21, 23. Defendants attgatel ML may disagree ith their conclusion

that Patents at Issueeanvalid, but this does not plausiblyege “an objectively high likelihood that

[Defendants’] actions constitute[] infringement of a valid pate®gagatesupra 497 F.3d at 1371
The Court agrees.

Without more, willfulness cannot be basedlagively on the accused infringers’ post-filin
conduct in this case. If discovery uncovers féttdd would give rise to allegations of willful
infringement, then LML may seek to amend its ctaimg. However, LML has not adequately ple
claim for willful infringement based on post-filing conduct.

Based on the foregoing analysis, the Court aaies that LML fails to adequately plead a
claim for willful infringement. Therefore, the CoRANTS the motion to dismiss the claim for

willful infringement.

[11.  CONCLUSION

Based on the foregoing analysis, the C&RBNTSIN PART andDENIESIN PART the Motion
to DismissWITH LEAVE TO AMEND.

No later than June 20, 2012, LML shall file eitl{i) a Third Amended Complaint; or (ii) a
statement that it will not file a Third Amended Complaint.

Defendants’ response(s) will be due 2yslafter LML filesone of the above.

This Order Terminates Docket Number 24.

T 1SS0 ORDERED.
Date:May 30,2012

NITED STATESDISTRICT COURT JUDGE

ge




