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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA
SAN JOSE DIVISION
CENTRIC TECHNOLOGIESLLC, CaseNo.: 5:12¢v-06427PSG

Plaintiff, ORDER DENYING DEFENDANT’S

V. MOTION TO DISMISS

GEORGIA TECH RESEARCH (Re: Docket No.42)

CORPORATION

Defendant

N N N N N e e e e

DefendanGeorgia Tech Research Corporat{d& TRC’) movesto dismiss the complaint
pursuant to Fed. R. Civ. P 12(b)(7) and P3aintiff Centric Technologies, LLC Centric)
opposes. fie parties appeared farhearing. Having reviewed the papers and considered the
argumentof coursel, GTRCs motion to dismiss is DENIED.

|. BACKGROUND

GTRC is a non-profit, Georgia corporatiwith its principal place of business in Atlarita
GTRCservegheGeorgialnstitute of Technolog{‘Georgia Tech”)by prosecuting, licensing,
developing, and commercializing its intellectual property (“P'Georgia Tech is a leading public

research university located in Atlant@entric is aCaliforniacorporation with its principal place of

1 SeeDocket No. 1 at | 6.
% Seeid.
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business in Cupertind.The parties dispute who has what rights to develop disgeedgia Tech
60 GHzwireless technology.

On May 8, 2012, GTRC entered into an exclusive worldwide license agreement with
Centricwith the understanding that “Centric would have the right to comailiees market and
sell the 60 GHz Technology."Centricclaims itthenexecuted letterof intent (“LOI") for the
purchase of 119,000 chips incorporating the wireless technology f&@@8Hion.” The buyer’'s
interest was conditioned @@entric’s ability togenerate chipguickly —that’'s where the trouble
began. In particularhe buyer's LOrequired Centritco meet several “time sensitive” milestorfes.
To meet those milestoneSentric asked>TRCfor a demonstration prototype or, in the alternativg
souwghtreadily availablechips incorporating the technolofpm a French foundry“the
foundry”).” Centric alleges thain violation of its obligationsGTRC stood in the way of both of
its efforts. In particular,Centricalleges that the foundry denigd request and claimed “it could
not fulfill the order using the 60 GHz Technology because of restrictions by GTRC.”

Centric then filed this suitCentric raise$our claims inthe operative complainCount )
breach of contrac{Count2) tortuous interference with prospective economic advantage, (Gpun

negligent interference with contractual or business relations, and (Count Gateyleelief’

% Seeid. at 1 5.

* Seeid. at 7 10.

®Sedd. at 1 20. At this point in the litigation Centric has not discldbeduyer’s identity.

°Id. at 7 21.

"1d. at 7 19.

®1d. at 7 22.

% SeeDocket No. 32 at 9-11. Count 6 appetir be numbered to reflect the claims Centric no

longer asserts.
2
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IIl. LEGAL STANDARDS

Under Fed. R. Civ. P. 12(b)(7), an action may be dismissed for failure ta jeguired
party under Fed. R. Civ. P. 19To determine whetheRule 19 requires the joinder of additional
parties, the court may consider evidence outside the pleadth@etermining whether to dismiss
an action under Rule 18 a threestepprocess:* “First, the court must determine whether a
nonparty should be joined under Rule 19(2).If a nonparty meets the requirements of Rule 19(
“the second stage is for the court to determine whether it is feasible to otdéethbsentee be
joined.”® “Finally, if joinder is not feasible, the court must determine at the third stagéheh
the case can proceed without the absertee/hether the action must bismhissed.** The case
cannot proceed if the party is one who “not only [has] an interest in the controverdgdjuri
interest of such a nature that a final decree cannot be made without eithergaffettinterest, or
leaving the controversy in such a condition that its final termination may be whablysistent
with equity and good ewscience’. ™

lll. DISCUSSION

At the heart of5TRC’smotion is itsargument that this case should not proceed without

Georgia Tech and the Attorney General of the State of Ge(tigeaState of Georgia Entities”)

As sketchedabove, a fnotion to dismisdased on Rule 19 requires the court to engage in ‘three

9 McShan v. Sherrill283 F.2d 462, 464 (9th Cir. 1968Ee alsdavis Cos. v. Emerald Casino,
Inc., 268 F.3d 477, 480 n.4 (7th Cir. 2001) (“In ruling on a dismissal for lack of joinder of
indispensable party, a court may go outside the pleadings and look to extrinsicev)denc
(citations omitted).

1 SeeEEOCV. Peabody W. Co&o., 610 F.3d 1070, 107@®th Cir. 2010)(“ Peabodyill *) (citing
EEOC v. Peabody W. Coal. Cd410 F.3d 774, 779 (9th Cir. 2006Peabodyl ”)).

12/1d. (quotingPeabody 11410 F.3d at 779). Note that previously courts used the term “necess
to describe such persori®abody 1) 410 F.3d at 779, but Rule 19(a) now refers to whether a pa
is “required.”
13 d.
14 Peabodylll, 610 F.3dat 1078 (quotingPeabody 11400 F.3d at 779)
151d. (quotingShields v. Barrow58 U.S. 130, 139 (1855)).

3
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successive inquiries’: (1) whether the absent partyasessary (2) whether it isfeasible’ to join
the absent, necessary party; and (3) whether the absent piantisisensablé” *° The Court
discussegach inquiryin turn.

A. Necessary Party

In relevant part, Rule 19(a)(1) provides that:

[a] person who is subject to service of process and whose joinder will not deprive the
court of subjectnatter jurisdiction must be joined as a party if:

(A) in that persors absence, the court cannot accord complete relief among existing
parties; or

(B) that person claims an interest relating to the subject of the action and is so
situated that disposing of the action in the persaby'sence may:

(i) as a pratical matter impa or impede the persos’ability to protect the
interest; or

(ii) leave an existing party subject to a substantial risk of incurring double
multiple, or otherwise inconsistent obligations because of the inférest.

A nonparty who satigfs Rule 19(a) is deemed “necessary” in the semgestith person’s joinder
is “desirable in the interests of just adjudicatidh.The court “must determine whether the absen
party has a legally protected interest in the suit,” and if so, whetheiiritaegst will be impaired

or impeded by the suit® There“is no precise formula for determining whether a particular

16 A10 Networks, Inc. v. Brocade Commc’ns Sys., Gase No. B.1-cv-054934 HK,
2012WL 1932878, at *8 (N.D. Cal. May 29, 201@)ting Peabody 1] 610 F.3cat1078).

" Fed.R. Civ. P. 19(a).

18 EEOCV. Peabody W. Coal Calp0 F.3d 774, 779 (9th Cir. 2005Peabody I”) (internal
guotation marks and citations omitted).

19 Makah Indian Tribe v. Verity910 F.2d 555, 558 (9th Cir. 1990).
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nonparty should be joined under Rule 19¢8).“The determination is heavily influenced by the
factsand circumstances of each case.

GTRC is adamant that Centric is improperly using this litigation to indirectly exertpeess
on bothState of Georgia Entiti€€ GTRCtakesparticularissue withthe declaratory relisfount
broughtby Centric in itsComplaint?® GTRC suggestthatthe declaratory relietount attempts to
obtainfrom the State of Georgia Entities thatich it could not obtairdirectly: existing physical
itemsincorporatinghe 60 MHztechnology. GTRQnsists itdoesnot possess or have an
obligation or ability tadeliver those physical items and tloaty the State of Georgia Entities have,
the necessaryossessiorgccessand controto those materialsGTRCtherefore concludes that
the equitable relief that Centric seeks cannot be properly adjudicated wvittbqarticipatiorof
the State of Georgia Entities.

Centric seed differently. It says itscomplaint does not seek the existing materials, but
merelyasks the court to addreG§ RCs tortuous interference with its business opportunitiése
complaintseeksdamages fothe breach oits licensing agreemend the interference with its
development of the technologyhe complaintis not directed toward replevof existing
materials,Centricmerely wants damages for GTRC'’s refusal to permit commeraiain of the
technology in violation of the license agreement. Further, Centric wants ®&rI&@Ghorize the
foundry to produce chips incorporating the technology.

The court notes that Centric’s positisrsomewhaambiguouss to whetheit

20 peabody 11610 F.3d at 1081 (internal quotations and citatiomitted).
21
Id.

22 Centric does not dispute whether those entities possess state immunity inciaaténander the
Eleventh Amendment.

23 seeDocket No. 32 at 1 41-43.
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prospectively sealexisting physical materials in this litigatiGh The court further notes the
parties dispute whether or not GTRC controls the foundry’s production of chips inainpgthe
licensed technologyGTRC argues that Centric “misinterprets GEDC'’s bylaws” aoidts out
that “GTRC is not a member, manager, or director of GEEYOAThile it conceds that it provides
some “administration services” to GE[FE GTRCnevertheless conten@®EDC is a part of
Georgia Tech and thiBeorgia Tech imecessary to the resolution@éntric’s claimdbecausét
cannot commit the foundry to a production fin.
The court first addresses whether Centric is now seeking, or may prosyesxide the
existing chips incorporating the technology. In shehatever the ambiguities its complaint,
the court will hold Centric to its representations. Its papers, specifitabpposition to the
motion to dismiss, at one poistiatesunequivocally that it “does not seek ownership of the 2010
Property” through the present sffit The court accepts Centric’s representagind will not permit
it to prospectively seek existing physical materials incorporating the techroltgs litigation.
With that backdrop, the court turns to whether GTRC controls GEDC such that it contr
whether the foudry will produce the licensed materials. Taking the allegations in Plaintiffs’
complaint as truéor the purposes of this motion, the court must accept their poinfGERaC is

controlled by GTRC. Therefore, GTRppears to have halde power, in its own right, to control

24 CompareDocket No. 44 at 13 (“Here, thmre allegations of the FAC do not concern ownershi
rights to the 2010 Property to which the Georgia Entities claim an inter@shphasis added),
with Docket No. 44 at 10 (“Centrc does not seek ownership of the 2010 Property through the
present suit (GTRC having denied their ownership); rather, it seeks damages fois@dfRsal to
permit commercialization: the frustration of the Centric License Agreement aiddtference
with third party agreements, economic advantage and business relations.”).

> Docket No. 47 at 7.

6 1d.

2’ GTRC also urges that the Attorney Generaldsessargs well, becausthe Attorney General
has arf'evidentiary interestin the existingchips and any related intellectual property that could |
used to create new chifs supporan“ongoing criminal investigatioh SeeDocket No. 42 at 3.

28 Seesupranote 24.
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whether or not the foundry was willing to produce chips for Centric.

Becausehis dispute does not concern existing materials in the possession of the State
Georgia Entities, the likelihood of inconsistent, duplicative litigatioows | Moreover, the State of
GeorgiaEntities’ interests are not seriously implicated by this litigation. On balance,uhe co
finds that the State of Georgia Entities are not necessary parties to this litigetesrRule 19.

B. Joinder of the State of Geqgia Entities is Not Feasible

Even though the court finds that the State of Georgia Entities are not necessary, for
purposes otompleteness the courext considers the other two Rule 19 factors.

If the absent nonparty is a “necessary” party under Ry, iBe second step requires the
court to determine whether it is feasible to order that the absent nonparty &Joitiere, the
Stateof Georgia Entities possess immunity under the Eleventh Amendment and have not don
to suit in this jurisdiction.Absent a waiverwhich has not been tenderéuak courttherefore
cannot order thet&te of Georgia Entities joinet

C. Indispensability of the Parties

Finally, if joinder is not feasible, the Court must proceed to the third step, detagmini
under Rule 19(b) “whether, in equity and good conscience, the action should proceedreamong
existing parties or should be dismissé.in conducting its Rule 19(b) analysis, the Conuist
consider the followindactors:

(1) the extent to which a judgment rendered in the pessiysence might prejudice
that person or the existing parties;

(2) the extent to which any prejudice could be lessened or avoided by:

(A) protective provisions in the judgment;

29 SeePeabody 11610 F.3d at 1078.

30 SeePeabodyll, 610F.3dat 1078;A123 Sys., Inc. v. Hyd@uebe¢ 626 F.3d 1213, 1220
(Fed.Cir. 2010)(“Absent a waiver, [the University of Texas] cannot be joined.”).

31 Fed.R. Civ. P. 19(b).
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(B) shaping the relief;
(C) or other measures;

(3) whether gudgment rendered in the perssrbsence would be adequate; and

(4) whether the plaintiff would have an adequate remedy if the action were
dismissed for nonjoindé¥.

1. First Factor

As discussed alve, the absence of the State of Georgia Entities is not likely to prejudic
their interests, because this litigation is not focused on existing physical mategaforating the
licensed technology in their possession.

2. Second Factor

A decision by this court precludir@entric from seeking existing physical materials is ong

way the court can shape relief to reduce potential prejudice faced by the Stategid Gabties.
By taking such action the court has limited potential prejudice to the State of Geotitjiss.

3. Third Factor

A judgment in the absence of the State of Georgia Entities would be adequate, begaus
a contract dispute &t issudn the current litigation. Thus, money damages are appropriate.
Centric’'scomplaint does not adequataleekequitable relief in its prayer therefore any remedy
from this court is likely to be financiah nature.

4. Fourth Factor

Whether Centric would have an adequate remedy if this litigation were desiugss on
whether Centric could sue the State of Georgia Entities in Georgia state GAIRC's papers
suggest thall of the parties would be subject to a Georgitestaurt’s jurisdiction, but the
Georgia state constitutiaappears tdar litigationof this natureagainst the State of Georgia

Entities in Georgia state court even though the Eleventh Amendment does not agiby cowstt

3214d.
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proceedings.” Thus, the court finds that Centric would not have an “adequate” alternative remedy
if this litigation were dismissed.

In sum, the court finds that it can equitably adjudicate this dispute. GTRC’s motion is
DENIED.

IT IS SO ORDERED.

Dated: September 24, 2013

e S Al
PAUL S. GREWAL
United States Magistrate Judge

33 See Ga. Code Ann. § 20-3-36 (West 1976) (the doctrine of sovereign immunity applies to the
board of regents); But see Ga. Const. art. I, § 2,  IX, (c) (“The state’s defense of sovereign
immunity 1s hereby waived as to any action ex contractu for the breach of any written contract now
existing or hereafter entered into by the state or its departments and agencies.”)

9
Case No.: 5:12-cv-06427-PSG

ORDER




