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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA
SAN JOSE DIVISION

ZOOVE CORPORATION Case N0.10-CV-06131EJD (PSG)

Plaintiff, ORDER DENYING MOTION TO
TRANSFER; GRANTING IN PART
AND DENYING IN PART MOTION
TO DISMISS

V.

STARPOUND CORPORATION,
(Re:Docket No. 15)
Defendant.

N N N N N N e e e e e

Pending before the courtBefendantStarPound Corporationimotion to asmissthe First
Amended ©@mplaintor to ransferthe action to the Northern District of Georgt#ZCF Na 15.0n
July 3, 2012,he courttook the motion under submission without oral argument. ECF Noe86; s
Civil L.R. 7-1(b). Upon review of the papers submitt&kfendans motion to dismiss is granted

in part and denied in part, and its motioriramsfer is denied.

l. BACKGROUND
StarPound is a Georgia corporation with its principal plddrisiness in Atlanta. First Am.
Compl. (“FAC”) 1 3.BetweenOctadoer 23, 2000, and October 23, 2001, StarPoundtiNed
provisional patenapplicatiors (nos. 60/242,511 and 60/265,760) and one utility patent applicat

(no. 10/037,378]collectively, the “Priority Applications: Seeid. 111, 9 see alsanfra
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Attachment A(diagram of StarPound’s relevant patent portfolio). In 2005, StarPound filed a
second utility patent application (no. 11/320,932) as a continuation of the '7,378 application.
2006, the '7,378 application matured intdSUPatent N06,990,472 (“the '472 patent”); in 2011,
the '932 application matured into U.S. Patent No. 7,865(41& '447 patent”)collectively, the
“Related Patents”F-AC 1 9.The Related Patents covawentions inrmobile marketingld. These
patents and applidahs (and others described below) are StarPound’s primary assets. Brager
9 4 ECF No. 15 attachment 1.

In August 2003Response Metrics, Inc., a Delaware corporatipaerating out of Rhode
Island initiated negotiations with StarPourebarding the possibility of licensing the technology
described in StarPound’s pending patent applicaBosger Decly 5.Response Metrics and
StarPouncexecuted letter ofintent in Decembe2003 and anxelusiveoption areementn 2004.
Id. Response Metricsansferred its business assetZoove Corporation later in 2004d.
StarPound agreed to allow Zoove to step into the shoes of Response Metrics withtoabpac
agreementdd. Zoove was initially based in Rhode Island, but moved to Palo Alto, California, i
October 2005. Jemison Decl. § 2, ECF No. 27.

In late 2005 Zoove’s counsatontinuedicense negotiationwith StarPoad’s president
Manso Decly 5, ECF No. 28Both Zooveand its counselere located in Palalto throughout
these negotiations, all of which toplkaceby e-mail and telephon&d. OnMarch 27, 2006, the
parties entered into a license agreen(tr@ “Agreement”)granting Zoove thexclusiverights
underany patentlaiming priority to the PriorityApplications.FAC 12 (At the time, only the
'472 patent had issuedlhe initial term of the Agreement was five years, with options to extend
beyond the original ternid. BecauseZoove chose not to exercise its option to extend, the
Agreementexpired on March 27, 201Id. StarPound’s only business activity since 2006 has beg
its relationship withizoove.Brager Decl. | 3.

On March 29, 2011, StarPound sued Zoove in the Northern District of Georgia for
infringement of the Related Patents and breach of the AgreeshBntGa.CaseNo. 1:11CV-
00989SCJ (“theGeorgia Action”) FAC 1 5, 13.StarPound dismissed its patent infringement

! Before changing its name in March 2006, Zoove Corp. was called Teleractivéeinison Declf 2.
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claims with prejudice and its breach of contrdaim without prejudice on September 26, 20di1.
113.

Between January 2011 and January 2012, StarPound filed three more utility patent
applications, each a new continuance in the chain that began with the '7,378 application in 20
dismissinghe Georgia ActionStarPound expressed its belief that Zoove would infringe any pal
that issued fronmat least the first of those three new applicatidohs] 14. On December 6, 2011,
that first applicatiowas grantecsU.S. Patent No. 8,073,78the 784 patentf.1d. 7 14-15.

01.

fent

As soon as the '784 patent issued, StarPound’s counsel sent an e-mail to Zoove’s counsel

which read,

Enclosed is a copy of StarPound’s newly granted patent 8,073,784. We
believe that this patent is directly relevant to Zooweigent business model and
will provide significant competitive advantages for Zoove as well as @tacP?
Basically, in our view there is no way for anyone to compete directly with Zoove
current business model without utilizing the claimed invention. Based on the way
we left things during our last conversation, we look forward to having a discussion
from that basis. Please review the claim coverage and let us know your thoughts.

Frank Decl. Ex. B., ECF No. 2&hat same dayoove filed this action, requesting adfaratory
judgment of invalidity and noninfringement of the 784 patent. On February 22, 2012, Zoove
amended its complaint to add claims for declaratory judgoféininenforceability” and
“unavailability of relevant patent coverage” not onlyiwiespect to the '784 patent but also as to
any laterissued patents stemming from the Priority Applications. FAC $432The amendment
also added request for a declaratitimatZoove did not breach the Agreemdait. | 44-48.

On April 16, 2012, StarPound filéde presenmotion to dsmiss the complairdr transfer
the action to the Northern District of Georgia, arguing (1) that there is no costrdeesupport
subject matter jurisdictiorf2) that this court cannot exercise personal jurisdiction over StarPou
and, alternatively, (3) that the action should be traredeto Georgia in the interests of fairness

and conveniencévot. Dismiss, ECHNo. 15.

Il. MOTION TO DISMISS

2 The other two applications remain pending before the USRT@ne of the applications, no. 13/299,695, the PTO
has issued a Notice of Allowance, which indicates that review on the meardmplete and that a patent will issue
following the payment of fee§eeManual of Patent Examining Procedure (8th ed. rev. 8) § 1303.
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This ourtappliesthe law of the Federal Circuiather than that of thidinth Circuit
because the jurisdictional questi@tsssue herare*“intimately involved with the substance of the

patent laws.’Akro Corp. v. Luker, 45 F.3d 1541, 1543 (Fed. Cir. 1995).

A. Subject Matter Jurisdiction

The Declaratory Judgment Act provides that, “[ijn a case of actualos@nsy within its
jurisdiction . . . any court of the United States, upon the filing of an appropriate pleading, mayj
declare the rights and other legal relations of any interested paking such declaration, whethe
or not further relief is or could be sought.” 28 U.S.C. § 2201(a). The phrase “case of actual
controversy “refers to the type of ‘Casegnd ‘Controversiéghat are justiciable under Article

lll.” Medimmune, Inc. v. Gengégch, Inc, 549 U.S. 118, 126 (2007); Aetna Life Ins. Co. v.

Haworth 300 U.S. 227, 240 (1937).

The Supreme Court has not articulated a briiglatrule for distinguishing those cases that
satisfy the actual controversy requirement from those that do not. Indeasl nioted that “[t]he
difference between an abstract question and a ‘controversy’ contemplatedxgctaratory
Judgment Act is necessarily one of degree, and it would be difficult, if it would biblposs
fashion a precise test for determining in every case whether there is sut¢toaereyp.” Maryland

Cas.Co. v. Pac. Coal & Oil Co., 312 U.S. 270, 273 (1941). Instead of fashioning a precise tes

Supreme Court has required only that the dispute be “definite and concrete, toueHegath
relations of partiekaving adverse legal interestand that it be ‘real and substantial’ and ‘admi[t]
of specific relief through a decree of a conclusive character, asmdished from an opinion
advising what the law would be upon a hypottadtstate of facts."MedIimmune 549 U.S. at 126
(quotingAetng 300 U.S. at 24@41). “Basically, the question in each case is whether the facts
alleged, under all the circumstances, show that there is a substantial coptioe®veen parties
having adverse legal interests, of sufficient immediacy and reality tantdhe issuance of a
declaratory judgmentMd. Cas., 312 U.S. at 273.

Prior to the Supreme Court’s decision in Medimmuwairtsapplied a twepart test to
determine whether there was an actual controversy in suits requesting atdectdrpatent

noninfringement, invalidity, or unenforceabilitgee e.g, EMC Corp. v. Norand Corp., 89 F.3d
4
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807, 811 (FedCir. 1996); Phillips Plastics Corp. v. Kato Hatsujou Kabushiki Kaisha, 57 F.3d

1051, 1052 (FedCir. 1995);Arrowheadindus. Water, Inc. v. Ecoloem, Inc, 846 F.2d 731, 736

(Fed. Cir. 1988). One prong of the test examined whether the declaratory judgniit plai
actually produced or was prepared to produce an allegedly infringing product. The otlger pron
looked to see whether conduct by the patentee had credteddeclaratory judgmeptaintiff a
reasonable apprehension that the patentee would file suit if the allegedigingractivity
continued Arrowhead 846 F.2d at 736.

In Medimmune however, the Supreme Court abrogated‘tbasonable apprehension of

suit” test,finding theFeceral Circuit'stestin conflict with Maryland CasualtyandAetnaand in

tension with_ Cardinal Chemical Co. v. Morton International, Inc., 508 U.S. 83, 113 (1993).

Medimmune 549 U.S. at 146 n.1%pe als®@anDisk Corp. v. STMicroelectronics, Ind80 F.3d

1372, 1380 (Fed. Cir. 2007) (“The Supreme Court’s opinidiedimmunerepresents a rejection

of our reasonable apprehension of suit test.”); Teva Pharms. USA, Inc. v. NorkartissPCorp.,

482 F.3d 1330, 1339 (Fe@ir. 2007). As a result, postedimmunedecisionshave made clear
that a declaratory judgment plaintiff does not need to establish a reasonableapjun of a
lawsuit in order to establish that there is an actual controversy betweemtibe $anDisk 480
F.3d at 1380-8IfevaPharms, 482 F.3d at 1339.

“[D] eclaratory judgment jurisdiction generally will not arise meoglythe basis that a party
learns of the existence of a patent owned by another or even perceives such a paderd tsg
of infringement, without some affirmative act by the patent8ariDisk 480 F.3cat 1381. If a
party “has actually been chargedahvinfringement of the patent, there is, necessarily, a case or

controversy adequate to support jurisdictidDdrdinal Chem.508 U.S. at 96. But jpatentee

cannot avoid aeclaratory judgment action altogether by simply drafingnfringement lettethat

avoidsmagic words such as “litigation” or “infringementewlett-Packard Co. v. Acceleron

LLC, 587 F.3d 1358, 1362 (Fed. Cir. 2009).
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1. Declaratory Judgment of Nonnfringement/Invalidity /Unenforceability
of the '784 Patent
StarPound argues that itsreil wasnot anaccusatiorof infringementand that as a result

Zoove cannot establish the existencerof jasticiable controversy. Undétewlett-Packard

StarPound cannotsesolelyon the language of the lettéine fact that StarPound avoided
explicitly alleging infringement of the/84 patent is not dispositive. Conduct that can be
reasonably inferred as demonstrating intent to enforce a patent can cotatsaly judgment

jurisdiction, seeHewlett-Packard 587 F.3d at 1363, so a look at the circumstances surrounding

e-{mail is appropriate.

While the application that led the '784 patentvasstill pending, StarPounekpressed its
belief that Zoove’s products and services would infringe the application’s daimsfted. FAC
114.The 784 patent issued without any further modification to the claims. The morning #re pd
issued, StarPound’s attorney wrote to Zoove’s attotmayvite license negotiations, statitigat
“[b]asically, in our view there is no way for anyone to compete directly #oove’s current
business model without utilizing the claimed inventidfrdnk Decl. Ex. AThelogical inference
from that statement is that Zoove also infringes the patémtrwise, a party could compete with
Zoove by doing exactly what dwe doesin the contexbf the statement StarPound madele
the application was still pendinthat inference is evestronger

Taken altogether, these fastsow that StarPound took the affirmative step of an implied
asertion of its rights under the '784 patent. Therefore, this court flmtshere is basis for the
exercise of jurisdiction in this case, arising fromedinite and concrete digfe between Zoove and
StarPound about whether Zoove infringes that patent.

After this casewas filed,StarPoundttempedto defuse the controver$y “clarif[ying]”
that it“doesnot contend that Zoove is infringing tfig784 patent.’Brager Decl. 1 22However,
eventhe genuin@bsence of any current intention to sue does not aroadttual controversy

created by a patentaeictions or other statements.

3 StarPound asserts that it “has not accused Zoove of infringing 784 patent, Brager Decl. § 20. But i silent
about any communications or statements made while the patent was afipplecation despite being on notice that
statements made during the pendency of the application formed a b&ss¥ets assertion of jurisdicin.
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In SanDisk the patentee, STMicrdhad engaged in a course of conduct that showed a
willingness to enforce its patenghts it had made a studied and considered determinttain
SanDisk infringed its patents, then approachedcantmunicated that determination to SanDisk
during licensing negotiationd80 F.3d at 13824t the same time, STMicro represented that it hag
“absolutely no plan whatsoever to sue SanDigk. The court held that STMici®statement did
noteliminate the justiable controversy created Iig actions Id. at 1383.

Like STMicro, StarPound has exhibited its willingness to enforce its patent rights again
Zoove ({t has sued once alreadn other patents) and has not providagaffirmationthat it will
not sue Zoove for infringement upon the '784 patent. For the last six years, StarPoure’s entir
business has been the monetization of its patents, and Zoove is apparently itgenly tar
StarPound’'statedintentionsand beliefslo not etinguishthe justiciable controversy createditsy
prior actionsand statements.

2. Declaratory Relief RegardingPending Patent Applications

StarPound contends that no case or controversy exists based on StarPound’s pending
apdications.This court agrees.

The Federal Circuitas clearly held th&tat a threat is not sufficient to create a case or
controversy unless it is made with respect to a patent that has issuedalfonplaint is filetd

GAF Building Materials Corp. v. Elk Corp. of Dallas, 90 F.3d 479, 482 (Fed. Cir. 1996). It doe

not matter that the patent will certainly soon issue; nor would it even mattepiétdret had issued
at some time after filing but before StarPound’s motion or this court’s ddddihis court lacks
jurisdiction over any claim in the FAC seeking declaratory relief vaipect to the '695 or '668
applications because they were still pending at the time the complaint was fegzhtént issues
on either of those applications, Zoove may move for leave to amend its complaint to mddalai
declaratory relief at that time.
3. Declaration ofNon-breach of the License Agreement

StarPounatoncedes-and the court agreesthat supplemental jurisdicticover the

contract declaratory judgment &t is proper given thexercise of jurisdictiomver the patent

claims Reply at 5:16-21.
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B. Personal Jurisdiction
A plaintiff bears the burden of establishing the Court’s personal jurisdictiortlover

defendantSeeScott v. Breeland, 792 F.2d 925, 927 (9th Cir. 1986). Service of a summons in

federal action establishes personal jurisdiction over a defendant who would be subject t
jurisdictionof a court of general jurisdiction of the state in which the district court is thdasel

R. Civ. P.4(k)(1)(A). SinceCalifornia state courts are permittiedexercise personal jurisdiction to
themaximum extenpermitted by the U.S. Constitutio@al. Civ. Proc. Code § 410.10, the
guestion in this case reduces to whether exercising personal jurisdiction aeugthwould
violate Fourteenth Amendment due process protections.

In the seminal case on personal jurisdictiotemational Shoe Co. v. Washington, 326

U.S. 310 (1945)the Supreme Court held that in order to subject a nonresident defendant to
personal jurisdiction in a forum, due process requires that the deféhdaatcertaimminimum
contactswith [the forum] such that the maintenance of the suit does not offend traditional notig
of fair playand substantial justice326 U.S.at 316(internal quotation omitted)

In Akro Corp. v. Luker, 45 F.3d 1541 (Fed. Cir. 1996 Federal Circuit summarized the

Supreme Coursjurisprudence by setting forthreerequirementgor the exercise of persohna
jurisdiction: (1)thatthe defendant “purposefully directed” its activities at residents of the forum
(2) thatthe claim “arises out of or relates to” the defendant's activities with the fand (3)that
assertion of personal jurisdiction is “reasonable and figir &t 1545. The first two conditions

correspond with the “minimum contactsiandateof International Showvhile the third condition

embraceshe“fair play and substantial justice” protectidd. The plaintiff bears the burden of
proof on the minimum contacts questions; if the plaintiff carries that burden, the amukes
defendant to demonstrate the presence of other considerations that render ibe @xerc
jurisdiction unreasonablé@kro, 45 F.3dat 1545-46.
1. “purposefully directed”
StarPoundirgues that the governing precedent provides tiggther the mere accusatioh

patent infringememntor the entering into a license with a California resideonstitutes purposeful
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direction Zoove noteshatalthough StarPound is based in Georgia, its only business since 200
has been its relationship with Zoove.

StarPound is correct its contention that neither an infringement letter nor aafhe
license alone would be adequate to establish personal jurisdiction. Combined, however, the t

acts can besufficient. Inlnamed v. Kuzmak, thEederal Circuitieldthat an infringement letter,

without more, is insufficient to safly the requirements of due process when exercising jurisalict
over an out-ofstate patentee4® F.3d 1356, 1361 (Fed. Cir. 200The court went on to consider
whether there were “other activities” sufficient to meet the “minimum contaajgireanent of

International Shoe, and foutigkat the lettetaken togethewith former license agreements betwee

thetwo partiesdid establishpurposeful direction.namel, 249 F.3d at 1362.

A defendant need not have been physically present in a forum to be subject to personal

jurisdiction there. The Supreme Court has “abandoned more formalistic tedttiss#td on a
defendants ‘presence’ within a State in favor of a more flexillguiry into whether a defendast’
contacts witlthe forum made it reasonable to require it to defend the suit in that Sta@ujill

Corp. v. North Dakotab04 U.S. 298, 307 (1992n Quill, the Court found personal jurisdiction

proper even though the defendant’s only contacts with the forum had been by telephoaé.and

StarPound and Zoove negotiatatd executed the Agreement between late 2005 and M3
2006; throughout the negotiations, Zoove was located in California. On December 6, 2011, th
the '784 patent issued, StarPound sent ZooveraaiBnviting negotiations for a licens&he
combination othe December 6-mail with the negotiation and execution of the Agreensent
sufficient to satisfy the first factor in the thrpart Akro test.

2. “arises out of or relates to”

“The central purpose of a declaratory action is often to clear the air of et
charges.Inamed 249 F.3d at 1362. This action for a declaration of noninfringement of the '784
patent plainly “relates to” the letter implying infringement of the '784 patgkewise, the
negotiations that led to the Agreement relate to the action for a declaftionbreach of the

same Agreement.
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3. “reasonable and fair”

An evaluation of the reasonableness of exercising personal jurisdiction depesede i@
factors: (1) the burden on the defendant, (2) the interests of the forum State p{@)nthi€ s
interest in obtaining relief, (4he interstate judicial system’s interest in obtaining the most
efficient resolution of controversies, and (5) the shared interest of thels&tates in furthering

fundamental substantive social policies. Asahi Metal Indus. Co. v. Super. Ct.,of80al.S. 102,

113 (1987). These considerations guide the analysis in the third factorAdrtheest.
StarPound complains that Zoove is “forum shopping” in an attempt to “finanpiatynel
StarPound into submission through costly and unjustified litigation across theecaritMot. at
16:3-8. While defending a suit in Georgia would be more convenient for StarPound, that doe{
defeat jurisdiction here. Zoove is not forum shopping; its headquarters are in thid,2isd
California certainly has an interest in providieug effective redress for its residents. Since
StarPound’s only business over the last six years has been its relationshipavigh iZis not
unfair for StarPound to be haled into court here.
Finding eachAkro requirement to be met, the court deterraih@t the exercise of personal

jurisdiction over StarPound is proper.

1. MOTION TO TRANSFER
A district court may transfer a civil action to another district court wiheneie would be
proper “for the convenience of the parties and witnesses” and “in the interegioaf ju&8 U.S.C.
8 1404(a). The burden of showing that a transfer is warranted is on the party requesting

Commodity Futures Trading Comm’n v. Savage, 611 F.2d 270, 279 (9th Cir. 1979).

StarPountd request to transfer the action repeats its argument that the exercise adlpers
jurisdiction would be unfair: that litigating a patent action in California is expefsiveeGeorgia
based holding company. e it may be more expensive for StarPound to litigate in California,
would likewisebe more expensive for Zoove to litigate in Georgia. Zoove is the plaintiff,and it
choice of forum is entitled to some weight. No showing has been made on any of thechansy

courts routinely consider when ruling on 8 1404(a) motions, such aaskeof acceds sources
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of proof, or even the law that would apply to the construction of the AgreeSeallones v. GNC

Franchising, In¢.211 F.3d 495, 498 (9th Cir. 2000).

The only evidence offered in support of transfer is an excerpt égreement—its
“Jurisdiction and Venue” clause—by which the parties consented to venue in the Uit Dist
Court for the Northern District of Georgia. The clause was not mandatofyenpérty gave up
their right to sue elsewhere. That term was plaimtyuded in the contract so that StarPound coul
be sure it would not face from Zoove the very kind of motion it now brings. The parties could
inserted a binding venue clause, but they chose not to.

Venue in the Northern District of California is proper, and StarPound has not imatdéen

to show that a transfer would serve the interest of justice.

V. ORDER
For good cause showiT, IS HEREBY ORDEREDthat StarPound’snotion to dismisshe
complaint is GRANTED with respect to all requested declaratory relief reggattue '695 and
'668 patent applications (and any other pending oregsifiled applications). StarPound’s motior
to dismiss the complaint is DENIED in all other respedatFund’s motion taansfervenueis

DENIED.

=000 Ls

EDWARD J. DAVILA
United States Districiudge

Dated: August 17, 2012
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