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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA

EDWIN LYDA, Case No0.16-cv-06592-JSW
Plaintiff, ORDER GRANTING MOTION TO
DISMISS, WITH PREJUDICE, AND
V. DENYING REQUEST FOR

ATTORNEYS’' FEES AND SANCTIONS
CBS INTERACTIVE, INC., WITHOUT PREJUDICE

Defendant. Re: Dkt. No. 16

Now before the Court for consideration ig tmotion to dismiss filed by CBS Interactive,
Inc. (“Defendant”). The Court has considered plarties’ papers, relevant legal authority, the
record in this case, and it found the motionalé for disposition whout oral argumentSee
N.D. Civ. L.R. 7-1(b). For the reasons setlidnerein, the Court GRANTS Defendant’s motion t
dismiss, with prejudice.

BACKGROUND

In 2014, Plaintiff filed a complaint, which sabsequently amended, against Defendant
and CBS Corporation (“CBS”) in éhUnited States District Court for the Southern District of Ne
York. Inthat case, Plaintiff alleged Defemtiand CBS infringed Uted States Patent No.
7,434,243, Response Apparatus Method and SysterfiZd&Patent”) and United States Patent
No. 7,730,506, Method and Apparatus for pase System (the 506 Patent’L¢da I'). (See
Dkt. No. 1, Compl. § 9; Dkt. No. 16-1, Declacat of Ehsun Forghany Forghany Decl.”), 1 2-3,
Ex. 1 Lyda IComplaint), Ex. 2l(yda | Amended Complaint).)

On July 16, 2015, thieyda I court dismissed the amended complaint for failure to state
claim, and it denied Plaintiff leave to filesacond amended complaint. (Forghany Decl., 1 4, E

3 (Opinion and Order at 6-9).Jhe United States Court ofofyeals for the Federal Circuit
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affirmed. See Lyda v. CBS Corporatiod38 F.3d 1331 (Fed. Cir. 2018).yda 1").*

On November 14, 2016, Plaintiff filed his Complan this action, in which he asserts

four claims for relief against Defendant based on alleged infringement of the '243 Patent and the

'506 Patent. Plaintiff's llegations of infringement in this case, as yda |, are premised on

voting by the viewing audience tife television show “Big Brother.”

According to the patents, audience members of game shows or
reality programs often use inputuilees to electronically vote in
response to cues during the showsparticular, the '243 and '506
patents cover methods and systéonbtaining real time responses
to remote programming’ by allowingersons viewing or listening to
a broadcast to respond to the braeddn real time without requiring
a personal computer.

Lyda |, 838 F.3d at 1334.

Plaintiff alleges thaktyda | put Defendant on notice ofasin 8 of the ‘243 Patent and

claim 1 of the ‘506 Patent. Plaintiff alleges that, notwithstanding that notice, Defendant continuec

to broadcast Big Brother, including permitivoting by the audience, and thereby induced
infringement “of the aforementioned patentscloyducting most of the steps of method claims
and inducing the television awtice to become direct infgers.” (Compl. {1 9-10, 15-16, 19-
20.)

ANALYSIS

A. Applicable Legal Standard.
Defendant moves to dismiss pursuant to Feduse of Civil Procedure 12(b)(6). Under

1

pleading requirements set forth in Form 18h&f Appendix of Forms, which accompanied, now
abrogated, Federal Rule of Civil Procedure 8e Federal Circuit also considered whether
claims of joint infringement should be measubgdhe pleading requirements set forth in Form 18
or whether they should be judged bg tileading standards set forthBall Atlantic Corp. v.
Twombly 550 U.S. 544 (200@ndAshcroft v. Igbal556 U.S. 662 (2009)Lyda |, 838 F.3d at
1338-39. The court held that, as with claims fmluced or contributory fingement, claims of
joint infringement should be governed by th@omblyandlgbal standards.d. at 1339.

Plaintiff agreed at oral argument thatwas proceeding against CBS and Defendant on &
“loint infringement theory of direct infringement,” and the Fedi€ircuit also concluded that
each of Plaintiff's claims “implicates joint infringeent.” It then found that Plaintiffs’ allegations
were not sufficient undéfwomblyandigbal and affirmed the districtourt’s decision to dismiss
the case with prejudicdd. at 1339-41.

The issues presented to the Federal Circuit were whether Plaintiff's complaint satisfied the
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Rule 12(b)(6), the Court’s “inquiry is limited the allegations in the complaint, which are
accepted as true and construed in the Ingbst favorable to the plaintiff.Lazy Y Ranch LTD v.
Behrens546 F.3d 580, 588 (9th Cir. 2008). Even underliberal pleadings standard of Federal
Rule of Civil Procedure 8(a)J2‘a plaintiff’'s obligation toprovide the ‘grounds’ of his
‘entitle[ment] to relief’ requires more than labalsd conclusions, and a formulaic recitation of th
elements of a claim for relief will not do.Twombly 550 U.S. at 555 (citinBapasan v. Allain
478 U.S. 265, 286 (1986)). PursuanTtwombly a plaintiff must noallege conduct that is
conceivable but must allege “enouglets to state a claim to relitfat is plausible on its face.”
Id. at 570. “A claim has facial plausibility when the Plaintiff pleads factual content that allows
court to draw the reasonabldarence that the Defendant iablie for the misconduct alleged.”
Igbal, 556 U.S. at 678 (citinfwombly 550 U.S. at 556). “Ordinarily affirmative defenses may
not be raised by motion to dismiss, ... but thisas true when, as here, the defense raises no
disputed issues of fact.Scott v. Kuhlmann/46 F.2d 1377, 1378 (9th Cir. 1984) (citations
omitted).

As a general rule, “a district court may moinsider any material beyond the pleadings in
ruling on a Rule 12(b)(6) motion.Branch v. Tunnelll4 F.3d 449, 453 (9th Cir. 1994)erruled
on other grounds by Galbraith v. County of Santa Cl&@v F.3d 1119 (9th Cir. 2002) (citation
omitted). However, the Court may consider doeuta attached to the complaint, documents
relied upon but not attached to the complaintemwthe authenticity dhose documents is not
guestioned, and other matters of which the Ccamttake judicial notice, without converting a
motion to dismiss into motion for summary judgmentZucco Partners LLC v. Digimarc Corp.
552 F.3d 981, 990 (9th Cir. 2009).

If the allegations are insuffient to state a claim, a costiould grant leave to amend,
unless amendment would be futil8ee, e.g. Reddy v. Litton Indus., J®d2 F.2d 291, 296 (9th
Cir. 1990);Cook, Perkiss & Liehe, Inc. v. N. Cal. Collection Serv., 19t1 F.2d 242, 246-47 (9th

2 Defendant requests that theutt take judicial notice of thgleadings and orders filed in

connection withiLyda I Plaintiff has not objected to Defemd®a request. Because the Court ma
take judicial notice of the &stence of those documentsgrants Defendant’s requessee, e.g.,
Lee v. City of Los Angele®50 F.3d 668, 689-90 (9th Cir. 2001); Fed. R. Evid. 201.

3
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the
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Cir. 1990).
B. Plaintiff's Claims Are Barred by the Doctrine of Res Judicata.

Defendant argues Plaintiff saims are barred by res judiaabecause they could have
been raised ihyda I. “Res judicata, also known asth preclusion, bars litigation in a
subsequent action of any claimsthvere raised or could havedn raised in the prior action.”
Owens v. Kaiser Foundation Health Plan, 244 F.3d 708, 713 (9th Cir. 2001) (citation
omitted). The doctrine of res judicata and dellal estoppel “is a rule of fundamental and
substantial justice, of policy amd private peace, which should berdially regarded and enforced
by courts.” Federated Dep't Stores, Inc. v. Moités2 U.S. 394, 401 (1981).

The Ninth Circuit’s test to determine whethlee doctrine of res judicata applies is “well-
established.”Mpoyo v. Litton Electro-Optical Sy130 F.3d 985, 987 (9th Cir. 200Sge also
Accumed v. Stryker Cor®25 F.3d 1319, 1323 (Fed. Cir. 2008) (‘the extent that a case turns
on general principles of claim presion, as opposed to a rulelafv having speciahpplication to
patent cases, this court applies the law of the rebamrzait in which the district court sits[.]”).
The Court considers wheth€the earlier suit.. (1) involved the samelam’ or cause of action
as the later suit, (2) reached iadli judgment on the merits, ang (Bvolved identical parties or
privies.” Mpoyq 430 F.3d at 987 (quotirgidhu v. Flecto Cp279 F.3d 896, 900 (9th Cir.
2002)).

Plaintiff does not dispute thayda Ireached a final judgment on the merits or that it
involved identical parties. Thuhe only issue is whether Plaifitiaised or could have raised
these claims iyda . The Court analyzes thissue under Federal Circuit laBee Accumed
525 F.3d at 1323. The Federal Circuit is guided by the approach set forth in the Restatemen
(Second) of Judgments, by which “a claim is dedi by the transactional facts from which it
arises.” Id. Itis undisputed thdtyda linvolved the same patentsdaPlaintiff alleged Defendant
infringed at least some of thensa patent claims at issue indltase. In addition, Plaintiff's
claims of infringement ibyda lalso are based on the voting @edures used in connection with
Big Brother. Gee, e.g., LydaAmended Complaint 1 6-8.) Plaffis current theory of liability

is that Defendant induced infringenteof the 243 and '506 PatentSee35 U.S.C. § 271(b)
4
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(“Whoever actively induces infringement of aqat shall be liable asn infringer.”).

In order “[t]o establik liability under sectio271(b), a patent holder must prove that once
the defendants knew of the patent, they actigely knowingly aided and atied another’s direct
infringement.” DSU Medical Corp. v. JMS Co. Ltel71 F.3d 1293, 1305 (Fed. Cir. 2006)
(internal quotations and bracketsitied). Plaintiff argues he couftbt have asserted these claim
in Lyda |, because Defendant “was unaware of themat|-suit, and [Defendant] was incapable
of knowingly inducing infringenent without such knowledge.” (Opp. Br. at 6:11-13.)

Plaintiff has not provided the Court with aaythority to suggest that he was legally
precluded from asserting Defendant induced infringemelnydia |. The Federal Circuit has not
directly addressed this isstieHowever, courts have permitted claims based on induced
infringement to go forward withayre-suit knowledge of a pateaad have limited recovery to
post-suit conductSee, e.g., Windy City Innovatis LLC v. Microsoft Corp193 F. Supp. 3d
1109, 1115-16 (N.D. Cal. 2016}AP Co., Ltd. v. McAfee, IndNos. 14-cv-05068-JD, 14-cv-
05071-JD, 2015 WL 3945875, at *4-5 (N.D. Cal. June 26, 2@#&ycom Research LLC v.
Facebook, InG.Nos. 12-cv-6293-SI through 12-cv-6297-2013 WL 968210, at *3-4 (N.D. Cal.
Mar. 12, 2013)¢f. Script Security Solutions, LLC v. Amazon.com, k0 F. Supp. 3d 928, 937
(E.D. Tex. 2015) (citing cases and noting majovigw permits claims foinduced infringement
based on filing of lawsuit to establish knowledde¢mbrandt Social Media LP v. Facebook, Inc.
950 F. Supp. 2d 876, 882 (E.D. Va. 2013) (noting splilistrict courts, but that majority view
finds that “post-suit knowledge (i.e., knowledgepded by the filing of théawsuit) satisfies the
knowledge element for indirect infringement,” ahdt consequence is a patent holder “may only
recover damages for indirect infringement fag geriod of time that commences once the putati
infringer learns of the patent”)n light of the lack of guidase from the Federal Circuit and the

split in authority, Plaintiff had at least a colorabkesis to allege the knowledge element of a clai

3 InIn re Bill of Lading Transmission and &ressing System Patent Litigati@m which

Defendant relies, the Federal Circuit found thatptlaentiff sufficiently alleged claims for induced

infringement. 681 F.3d 1323, 1345-45 (Fed. Cir. 2012). In at least two of the complaints, the

plaintiff relied on the complaint to atie the defendant knew of the patelst. The court did not,
however, directly hold that a complaint idfszient to show a defendant has the requisite
knowledge of a patent for purpesof induced infringement.

5
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for induced infringement based on the filing of the complaint.

The Court’s conclusion that Pidiff's claims are barred irther supported by the fact
Plaintiff’'s argument tat Defendant was not aware of fetents-in-suit before he fildd/da lis
not supported by the recordh Lyda |, in order to support an alletian of willful infringement,
Plaintiff alleged that “[o]n oabout July 7, 2011, Defendant CBS Interactive was provided with
the notice sent to Defendant CB&inting out the patents-in-suibé informed that its activities
were infringing the ‘243 and ‘506 Patents.” Ptdfralso alleged that Defendant was a willful
infringer because “it continued itisfringing activities after beinmformed that those activities
were infringing the patents-in-suit.’Lyda | Complaint  69.) Plaintiff reasserted those
allegations in his amended complaintyda | Amended Complaint  71.)

Defendant also has submitted the letter referenced ioyttee| Complaint as an exhibit.
(Dkt. No. 22-2, Supplemental Declaration of Ehsun Forghany, 1 2, Ex. 7 (letter dated July 11
2011.) Although the letter is sparse details, Plaintiff stated that “at least claims 1 and 9 of the
‘243 patent and at least claihsand 7 of the ‘506 patent areitg infringed by the texting of
selections offered to tH8ig Brother] audience.” Il.) Defendant acknowledged that it received
the letter on July 28, 2011, and statiedlt it had “obtained copies tife patents and reviewed eac
of the claims of both” patents-in-suitld(, 1 3, Ex. 8.)

The Court finds that the facts alleged in ttase arise from the same set of transactional
facts that gave rise toyda I In addition, Plaintiff has not deonstrated that he was precluded
from asserting claims of induced infringemenmigl ahe facts show he could have raised such
claims inLyda 1.

Accordingly, the Court finds Plaintif§ claims are barred by the doctrinees judicata’

C. The Court Denies, Without Prejudice, Defendnt’'s Request for Attorney’s Fees and
Sanctions.

Defendant has moved the Court for an awaratimirneys’ fees, on the basis that the case

gualifies as an “exceptionatase under 35 U.S.C. section 285 the alternative, Defendant seek

4 In light of this ruling, theCourt does not reach Defendardlgernative argument regarding

the sufficiency of the pleadings.
6
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sanctions unde28 U.S.Csection 192. The Cout denies thee requestsyithout prgudice. The
Caurt’s rulingis without pejudice toDefendant fiing a propey noticedmotion for fees and/or
sanctions, wihin fourteendays after stry of judgment. SeefFed. R. Civ.P. 54(d); ND. L.R. 7-
8(d). If Deferdant movedor fees andosts uder both Sectio 285 and 8ction 1972 it shall
address the lgal authorityand standails supportng a requestor fees andosts undeboth
stautes. In adition, Defendant shalkupport anysuch motiom with declaations andlocumentay
evidence thasets forth tle fees and csts it seek$o recover.
CONCLUSION

For theforegoing easons, th€ourt GRANTS Defendnt’s motio to dismiss. Because

leave to amed would befutile, the @urt dismisgs this casevith prejudce. The Cart shall isse

a gparate judment, andhe Clerk shll close thisfile.

JEFEREY f}. W
United Stdfes Distfict Judge

ITIS SO ORDERED.
Dated: Marchl, 2017




