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Blue Box OPCO LLC Do

UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF CALIFORNIA

BOBA INC,, Case No0.:19-cv-00334-H-NLS

Plaintiff,
ORDER GRANTING IN PART AND
V. DENYING IN PART DEFENDANT’'S

BLUE BOX OPCOLLC, doing business| MOTION FOR LEAVE TO AMEND
asINFANTINO,
[Doc. No.50.]

Defendant

On May 17, 2019, Defendant Blue Box Opco LLC doing business as Infanting
a motion for leave to amend its answer and counterclaim. (Doc. No. 50.) On M
2019, the Court took the motion under submission. (Doc. No. &h)June 5,2019,
Plaintiff Boba Inc. filed a response in opposition to Infantino’s motion. (Doc58Ip.On
June 12, 2019, Infantino filealreply. (Doc. No60.) For the reasons below, the Co
grants in part and denies in part Infantino’s motion for leave to amend.

Background

The following facts are taken from the allegations set forthe partiespleadings

Boba and Infantino are both manufacturers and distributors of baby carriers. N &g}

Compl. 17 1, 4.

On March 25, 2015, in responseassertion®f patentinfringement Infantino, the
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Defendant in this action, filed a declaratory judgment action againsparoy Caperoi

Designs, Inc. d/b/a BECO Baby Carrier, Inc. ("BEC@®}he Eastern District of Missour

seeking to invalidate U.S. PateMb. 7,766,199% (Doc. No. 243.) Shortly thereafter
Infantino and BECO resolved their dispute and enteredar@mnfidential Settlemer
Agreement, Patent License and CovenNuottto Sue (“Licensing Agreement”). (Doc. N
8 1 6, Ex. B.) On August 20, 2015Infantino voluntarily dismissed its claims in {
Missouri action without prejudice. (Doc. No.-29

On March 30, 2016, Boba acquire@&80. (Doc. No. 8 1 3.)Bobaalleges that a
part of that acquisition, it obtained all right, title and interest iri188 patentincluding
the rights contained in the Licensing Agreemeid. { 3, 20.)

OnFebruary 122019 Boba filed a complaint against Infama, alleging a claim fo
breach of contract. (Doc. N8, Compl) Specifically,Bobaallegesthatunder the term
of the Licensing Agreement, Boba is owed royalties from Infantino for the sa
Infantino’s Flip 4In-1™ carrier. (d. 11 12, 2430.) Boba alleges that Infantino h
breached the Licensing Agreement by refusing to pay those royaltie§.3(.)

On March 14, 2019]nfantino filed an answer toBoba’s complaint and a
counterclainfor a declaratory judgment that th&®9 patent is invalid (Doc. No. 17.)On
April 12, 2019, the Court issued a schéagibrder in the action. (Doc. No. 30Qn May
15, 2019, the Court denied Boba’s motion to dismiss Infantino’s invalidity counter
and to strike Infantino’s invalidit affirmative defense. (Doc. No. 49.) By the preg
motion, Infantinomoves for leave to amend its answer and counterclaims to alleg
new counterclaims for: (1) a declaratory judgment that the Filipld™ baby carrier is no
a licensed product aier the settlement agreement; (2) breach of contract; (3) fraug

! The Courthas takerjudicial notice of the filingsn the Missouri action that were attached

exhibits to Boba'warlier filed motion to dismissSeeHarris v. Cty. of Orange, 682 F.3d 1126, 1132
Cir. 2012) (“[A court] may take judicial notice of undisputed matters of public recortyding

documents on file in federal or state courts.” (citations omitt&byland v. Paris Las Vegas, No. 3:1

CV-02630GPC, 2014 WL 769393, at *3 (S.D. Cal. Feb. 25, 2014) (“Judiciateati court records i
routinely accepted.”).
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(4) unfair competition.(Doc. No. 561 at 1;seeDoc. No. 502, Ex. A.)
Discussion

l. Legal Standards

Federal Rule of Civil Procedure 15(a) allows a party l¢éavemend its pleading
once as a matter of right prior to service of a responsive pleading. Thereaftety fagg

amend that party’s pleading only by leave of the court or by written consent of the adver

party and leave shall be freely given when justice so requires.” Fed. R. Civ. P. Tl

Ninth Circuit has instructed that this policy is
Owens v. Kaiser Foundation Health Plan, li224 F.3d 708, 712 (9th Cir. 2001). “Fi

to be applied with extreme liberal

factors are taken into aamat to assess the propriety of a motion for leave to amend: bac

faith, undue delay, prejudice to the opposing party, futility of amendment, andewtiet

plaintiff has previously amended the complaint.” Johnson v. BucB&§/F.3d 1067, 1077

(9th Cir.2004) (citingNunes v. Ashcroft, 348 F.3d 815, 818 (9th 2003)). The decisio
whether to grant leave to amend “is entrusted to the sound discretion of the tridl
Pisciotta v. Teledyne Indus., 91 F.3d 1326, 1331 (9th Cir. 1996).

[I.  Analysis

By the present motioninfantino moves for leave to amend its answer

cour

and

counterclaims to allege four new counterclaims for: (1) a declaratory judgment that the FI

4-in-1™ baby carrier is not a licensed product under the settlement agreement; (B) brec

of contract; (3) fraud; andl unfair competition. (Doc. No. 50 atl1; seeDoc. No. 502,

Ex. A) InresponseBoba argues that the Court should dérfgntino’s request for leave

to amend as tinfantino’s proposed counterclaifior fraud because thatounterclaimis
futile.? (Doc. No.59 at 1, 2

A.  Eutility

In its proposedraud counterclaim, Infantino alleges two theories of fraud. Hirst,
Infantino alleges that Boba committed fraud by willfully withholding from Infanting the
2 Boba does not argue that Infantino’s other proposed counterclaims are futile.

3
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fact that Boba did not possess title to the '199 patent prior to December 14, 2@t8
No. 502, Ex. A { 77.) Second, Infantino alleges that Boba committed fraud by wi

withholding from Infantino the fact that Boba failed to timely pay a USPEhtanance

feefor the '199 patent between August 3, 2018 and December 5, ZDb8. No. 502,
Ex. A § 78.) Boba argues that both of thekeories of fraud are futile. (Doc. No. 59 af
6.) The Court will address the sufficiency of Infantino’s allegations for each thes
fraud in turn below.

I. Legal Standards for Futility of Amendment

“Futility of amendment can, by itself, justify the denial of a motion for leay

amend. Bonin v. Calderon, 59 F.3d 815, 845 (9th Cir. 1995)A] proposed anendment

is futile only if no set of facts can be proved under the amendment to the pleadir
would constitute a valid and sufficient claim or defefis&Sweaney v. Ada Cty., ldah
119 F.3d 1385, 1393 (9th Cir. 199¢uotingMiller v. Rykoff-Sexton Inc., 845 F.2d 20¢
214 (9th Cir.1988); accordBarahona v. Union Pac. R.R. Co., 881 F.3d 1122, 1134
Cir. 2018). In other words, “[gproposed amended complaint is futile if it would

immediately subject to dismissal.Thus, the proper test to be applied when determin
the legal sufficiency of a proposed amendment is identical to the one used
considering the sufficiency of a pleading challenged under Rule 12{(b)(8ardyke v.
King, 644 F.3d 776, 788.12(9th Cir. 2011)on rehig enbang 681 F.3d 1041 (9th Ci
2012)(citations omitted)seeMiller, 845 F.2cat214.

A complaintwill survive aRule 12(b)(6)motion to dismiss if it contains “enou

facts to state a claim to relief that is plausible on its fa@ell Atl. Corp. v. Twombly,
550 U.S. 544, 57(2007) “A claim has facial plausibility when the plaintiff pleads fact
content that allows the court to draw the reasonable inference that the defendant
for the misconduct alleged.” Ashcroft v. Igbal, 556 U.S. &8 (2009). “A pleading

that offers ‘labels and conclusions’ or ‘a formulaic recitation of the elements of a ca

action will not do.” 1d. (quoting Twombly, 550 U.S. at 555). “Nor does a complg
suffice if it tenders ‘naked assertion[s] devoid of ‘further factual enhancemeid.’
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(quotingTwombly, 550 U.S. at 557). Accordingly, dismissal for failure to state a claim is

proper where the claim “lacks a cognizable legal theory or sufficient facts torsa
cognizable legal theory.” Mendiondo v. Centinela Hosp. Med, &2d F.3d 1097, 110
(9th Cir. 2008).

In reviewing a Rule 12(b)(6) motion to dismiss, a district court must accepies

all facts alleged in the complaint, and draw all reasonable inferences incdiavioe
plaintff. SeeRetail Prop. Trust v. United Bhd. of Carpenters & Joiners of, AG8 F.3d
938, 945 (9th Cir. 2014). But, a court need not accept “legal conclusions” a&shezoft
v. Igbal 556 U.S. 662, 678 (2009).

. Legal Standards for Pleadifigaud

Under California law,|t] he elements of fraud are: (1) a misrepresentation

representation, concealment, or nondisclosure); (2) knowledge of falsity (or 9¢ciE3)t

intent to defraud, i.e., to induce reliance; (4) justifiable reliance; gnegablting damage.

Robinson Helicopter Co. v. Dana Corp., 34 Cal. 4th 970,(2004) Here, Infantino’s
proposed fraud counterclaim is based on an allegedisclosur&oncealmenof certain
information by Boba. §eeDoc. No. 502, Ex. A 1 7678.)

“To maintain a cause of action for fraud through nondisclosure or concealn

facts, there must be allegations demonstrating that the defendant was undedatyeip
disclose those facts.Los Angeles Mer Coliseum Com. v. Insomniac, In@233 @Gl.
App. 4th 803, 831 (Ct. Apj2015) seeOCM Principal Opportunities Fund, L.P. v. CIH
World Markets Corp., 157 Cal. App. 4th 835, §@&. App.2007),as modifiedDec. 26,

2007) “There are four circumstances in which nondisclosure or concealmen

constitute actionable fraud: (1) when the defendant is in a fiduciary relaponghithe
plaintiff; (2) when the defendant had exclusive knowledge of materialriattenown to
the plaintiff; (3) when the defendant actively conceals a material fact from the plg
and (4) when the defendant makes patrtial representations but also suppressestsoat
facts” Los Angeles Mem’l Coliseum, 233 Cal. App. 4it831 (internal quotation mark
andcitations omitted)accordOCM, 157 Cal. App. 4ttat 859. “Where .. . there is nd
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fiduciary relationship, the duty to disclose generally presupposes a relationship ground

In ‘'some sort of transaction between the parties. Thus, a duty to disclose may ari
the relationship between seller and buyerplyer and prospective employee, doctor
patient, or parties entering into any kind of contractual agreerhdms Angeles Mem’
Coliseum 233 Cal. App. 4tlat 831 (citations omitted)accordOCM, 157 Cal. App. 4tlat
859.

Sse fre

and

Further, under Federal Rule of Civil Procedure 9, a plaintiff must plead fraud witt

particularity. Fed. R. Civ. P. 9(b). “Rule 9(b)’s particularity requirementeppd state

law causes of action.”Vess v. CibaGeigy Corp. USA 317 F.3d 1097, 1103 (9th Cj

Ir.

2003). This means thtte gaintiff must allege the “who, what, when, where, and hoy of
the misconduct charged.” United States v. United Healthcare Ins. Co., 848 F.3d 11¢

1180 (9th Cir. 2016). To this erfuinere conclsory allegations of fraud are insufficien

EIH

Id. “Broad allegations that include no particularized supporting detail do not suffige, bu

‘statements of the time, place and nature of the alleged fraudulent activities arenguifficie

Id. (internal citatons omitted.)

lii. Infantino’s Allegations ofFraud Based on BobaAlleged Failure to

Disclose Its Lack of Title to the '199 Patent Prior to December 14, 2018

Infantino bases part of its proposed fraud counterclaim on Boba's alleged fa
disclos that it did not possess title to the '199 patent prior to December 14, 2018.
No. 522, Ex. A {124-34,46-48, 50,77.) In respons&oba argues #it this theory of fraug

Is futile because Infantino has failed to adequately pleacktheredelements of scienter

and duty to disclose. (Doc. No. 59 ab4

lure t
(Do

|

As to scienter, Infantino alleges in its proposed counterclaims: “Upon informatior

and belief, Boba’'s management, including at least Robert Antunovic and Erin Birjghan

became aware in 281or earlier, that the Defective Beco Assignment was legally defective

and did not transfer ownership of the '199 patent to Boba. Upon information and
after gaining this awareness, Robert Antunovic and Erin Bingham chose to conc
materialfact from Infantino.” (Doc. No. 5@, Ex. A 46;see alsad. 11 4748, 5Q)
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Although brief, these allegations are sufficient to plead the scidetaept in support 9

Infantino’s proposed fraud counterclaim.

The Ninth Circuit has explained thattredugh “[a] llegations of fraud based ¢n

—

information and belief usually do not satisfy the degree of particularity required under Rul

9(b),]’ . . . ‘the rule may be relaxed as to matters peculiarly within the opposings:

arty

knowledge™” Wool v. TandemComputers Inc., 818 F.2d 1433, 1439 (9th Cir. 1987)

(citations omitted)overruled on other grounds as stateélood v. Miller, 35 Fed App’x
701, 703 n.3 (9th Cir. 2002accordMoore v. Kayport Package Exp., Inc., 885 F.2d §

540 (9th Cir. 1989)Puri v. Khalsa, 674 F. App 679, 687 (9th Cir. 2017)In such cases

the particularity requirement may be satisfied if the allegations are accompansg
statement of the facts upon which the belief is fourid&dool, 818 F.2dat 1439 accord
Moore, 885 F.2dat 540, Puri, 674 F. Appx at 687. Here, the scienter allegations t
Infantino pleads based on information and belief are matters within only B
knowledge. Moreover, Infantino has supported these information and belief allst
with allegationsof the specific factsupon which Infantino’s belief is foundedSeeDoc.
No. 502, Ex. A 1123-34.) Thesefactualallegations are sufficieriiecause thegrovide
the who (Robert Antunovic and Erin Binghamhat (the defective Beco assignrtje
when (December 18, 2018 or earlier); whétee relevant PTO filings)and how (by
intentionally concealing the defective assignment from Infantino) of Boba's alle
fraudulent conduct.

Turning to Infantino’s allegations regarding Boba's alleghdy to disclose
Infantino alleges in its counterclaims: “Boba acquired all interest in the Sattl
Agreement on March 31, 2016, as part of its acquisition of assets from Caperors[]

3 Boba argues that no inference of fraud can be drawn from the PTO assignment doatimesué
becausdhe corrective patentsaignment filed on December 18, 2018 states that the assignment

was “due to an error.”(Doc. No. 59 at 4citing Doc. No. 562, Ex. A at Ex. 3) But this argument

misunderstands Infantino’s fraud allegations. Infantino is not alleging that @whait fraud by

defectively assigning the patent in 2016. Rather, Infantino is alleginBabatcommitted fraud by late

willfully concealing that defective assignment from Infantir@eePoc. No. 50-2, Ex. A {1 46-48, 50

7
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As such, from March 31, 2016 to the present, Boba has beattiiid’'s counterparty t

the Settlement Agreement . . ..” (Doc. No-BEXx. A { 35.) Infantino further alleges:

o]

“As acounterparty to the Settlement Agreement, Boba had a duty to share the withhe

information with Infantino. . ..” (Id. I 79.) Here, Infantino alleges a duty to disclgse

based on the parties’ contractual relationship from the Settlement Agreement. In additic

Infantino alleges that Boba actively concealed facts that were withirextleisive
knowledge of Boba and not knovto Infantino. (d. § 4648, 50.) This is sufficient tg
adequately allege a duty to disclose at the pleading st&geLos Angeles Mem’

Coliseum 233 Cal. App. 4tlat 831 (explaining that a duty to disclose may arise fram
. parties entering into any kind of contractual agreefhe®CM, 157 Cal. App. 4tlat859

(same) In sum, Boba has failed to demonstrate that Infantino’s allegations of fraud

base

on Boba’'salleged failure to disclose that it did not possess title to the '199 patent grior ti

Decenber 14, 2018 are futile.
V. Infantino’s Allegations ofFraud Based on BobaAlleged Failure to
Disclose Its Failuréo Timely Pay USPTO Fees

Infantino also bases its proposed fraud counterclaim on Boba's alleged fai

disclose that it failed tarhely pay a USPD maintenance fee between August 3, 2018

[ure 1

and

December 5, 2018. (Doc. No.-22Ex. A 1 3%45,49-50,78.) In response, Boba argues

that this theory of fraudnd Infantino’s allegations in support oaitelegally defectiveand
fail as amatter of law. (Doc. No. 59 at&) The Court agrees with Boba.

Infantino alleges that the 199 patent expired on August 3, Bét8use the PT
did not receive the required 7.5 year maintenance fee for the pytiait date (Doc. No.
52-2, Ex. A 39.) Infantinoassertghatdue to this failure to timely pay this maintena
fee,the 199 patentvas unenforceable from August 3, 2018 through December 4,
(Id. 9191 39, 42. But Infantino acknowledges in its allegations that on December 5,

D

nce
2018
2018

the PTO granted a petition to accept a late payment of the maintenance fee owed on

19-cv-00304H-NLS
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'199 patenpursuant to 37 C.F.R. § 1.378hd the PTO accepted thraintenance fee ar
reinstated the patentld. 11 4641; seeDoc. No. 592, Ex. B)*

Under section 1.378: The [PTO] Director may accept the payment of §
maintenance fee due on a patent after expiration of the patent if, upon petitobeiathim
payment of the maintenance fee is shown to the satisfaction of the Director to ha
unintentional. If the Director accepts payment of the maintenance fee upon petitic
patent shall be considered as not having exgirdd C.F.R. 8§ 1.378(a%ee als®5 U.S.C.
8 41(c)(1) (1f the Director accepts payment of a maintenance feetatggmonth gracs
period, the patent shall be considered as not having expired at the end of the gracg |
In light of this languageht Federal Circuit has held that “a patent is retroactively reng
enforceable during the lapse time period when the Commissioner accepts a late pg
Fonar Corp. v. Gen. Elec. Co., 107 F.3d 1543, 1554 (Fed. Cir..1997)

Thus, Infantino’s proposed allegations regarding the enforceability of the
patent during the period of August 3, 2018 to December 4, 2018galéy defective an(

incorrect as a matter of law. Once the PTO accepted Boba's late payment
maintenance fee, the '199 patent was retroactively red@grforceable during that tin
period. See37 C.F.R. § 1.378(a)rona, 107 F.3dat 1554 As such, any allege
concealment by Boba of its late payment of the maintenance if®enaterial as a matts

4 The Court takes judicial notice of the PTO’s December 5, 8@tBion granting the petition under

37 C.F.R. 8 1.378(b) because documents issued by the PTO constitute reports of an attraibistty.
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SeeUnited States v. 14.02 Acres of Land More or Less in Fresno Cty., 547 F.3d 943, 955 (9th Cijr. 200

(“Judicial notice is appropriate for records and ‘reports of administrative bojtieee, e.g.NetFuel,
Inc. v. Cisco Sys. Inc., No. 5:48V-02352EJD, 2018 WL 4510737, at *2 n.1 (N.D. Cal. Sept. 13,8);

IPS Grp., Inc. v. Duncan Sols., Inc., No-@¥-1526-CAB (MDD), 2016 WL 9023432, at *1 (S.D. Cal.

Mar. 18, 2016). In addition, the Court may take judicial notice of the document under the “inwong
by reference doctrine” because Infantino’sgmeed counterclaim references and relies on the docu
SeeCoto Settlement v. Eisenberg, 593 F.3d 1031, 1038 (9th Cir. 20¥8)have extended the doctri
of incorporation by reference to consider documents in situations where the comgtaissaly relies
upon a document or the contents of the document are alleged in a complaint, the do@uthamitecity
is not in question and there are no disputed issues as to the document’s relevance.”);thieted
Ritchie, 342 F.3d 903, 908 (9th Cir. 2003) (“Even if a document is not attached to a complaint, it
incorporated by reference into a complaint if the plaintiff refersnsxtely to the document or tf
document forms the basis of the plaintiff's claim.”).
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of law because the untimely payment ultimately had no effect on the enforceability
199 patent. Thus, Infantino’s theory of fraud base@oba’s alleged concealment of {
untimely payment is legally defective and fails to adequately state an actionable cl

fraud. SeelLos Angeles Mem’l Coliseum, 233 Cal. App. 4h831 (explaining that tc

constitute actionable fraud the alleged nondisclosure or concealment must be of &
fact).

Infantinoargues that the Federal Circuit’'s holdingeonaris inapplicable becaug
the Federal Circuit’'s holding iRonarwas limited to the context of patent damagex]
the present case involves royalties owed pursuaatit@nsing agreement, not a patf
damages issue(Doc. No. 60 at 7.) The Court rejects Infantino’s attempt to disghg
Fonar In Fonar the Federal Circuit held théha patent is retroactivelyendered
enforceable during the lapse time period when the Commissioner accepts a late pd
107 F.3dat 1554 Here, here is no language limitingighholdingto the context of only
patent damages. Further, the couRamarbased this holding on the languag8iU.S.C.

8 41(c)(1), which also does not contain any language limitsngrovisiors to the patent

damages context.

Infantino also argues that under the plain terms of the Settlement and L
Agreement at issue thdbr a given day, whether a royalty is due for sales on tha
depends on whether the patent is valid and enforceable on tha{@lay. No.60 at 7.)
But Infantino fails to identify any provision iBettlement and License Agreement
actually contains such languagé&eéid.) The agreement merely states that royaltieg
due for the period “from January 1, 2015 through January 1, 2020 in the countrieg
the Patent has been granted and is enforceable.” (Doc-Ndx8 B 8§ 4.b)There is ng
language in agreement stating ttietenforceabity of the patent needs to be evak@on

a dayby-day basis as Infantino contends. Further, even assuming it containe

of tr
he
aim f

mate

e

licen:

[ day
hat

b alre

5 Whe

d su

language, it would be of no consequence because once the PTO accepted Bagba's

payment of the fees, the '199 patent was retroactively rendered enforfoedifderelevant
time period. See37 C.F.R. § 1.378(akona, 107 F.3dat 1554
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In sum, Infantino’s allegations of fraud based on Boba’s alleged concealmen
untimely payment of the 199 patent’'s maintenanceafeclegally defective and fail as
matter of law As such,theseproposedallegationsof fraud are futile, and the Gurt
declines to grant Infantino leave to amend its counterclaim to add a claim of fraud
on Boba’s alleged concealment of its untimely payment of the maintenarioetfes’199
patent

B. The Other Johnson Factors

The otherJohnsorfactors favorgrantingInfantino leave to amend its answer 3

counterclaims as to itsew proposectounterclaims SeeJohnson 356 F.3d at 1077.

Infantino has not previously amended its answer, and there is no evidence of bad
Infantinoor prejudice tdoba In addition, therés no undue delay becausdantinofiled
the present motion for leave to amend within the deadlines for such motion®Hpdhes
Court (SeeDoc. No.30at5.) Accordingly, the Court grantefantinoleave to amend it
answer andounterclaims to add counterclaims for: (1) a declaratory judgment that th
4-in-1™ baby carrier is not a licensed product under the settlement agreement; (2)
of contract; (3) fraud based on Boba's alleged failure to disclose that it )ds®#SS titlg
to the '199 patent prior to December 14, 2018; and (4) unfair competition.
I

I

I
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Conclusion

For the reasons above, the Cardnts in part and dersen part Infantino’s motior

for leave to amendSpecifically,the Court granttnfantinoleave to amend its answer &
counterclaims to add counterclaims for: (1) a declaratory judgment that theifdig™
baby carrier is not a licensed product under the settlement agreement;a@) bf

contract; (3) fraud based on Boba'’s alleged failure to disclose that it did not potsé&s

!
nd

e
S tit

the 199 patent prior to December 14, 2018; and (4) unfair competition. The Court d’eclim
I

to grant Infantino leave tamend to add a counterclaim of fraud based on Boba's al
concealment of its untimely payment of the maintenance fee for the '199 platfamitino
must fileits amended answer and counterclaims wittdrdaysfrom the date this order
filed.

IT1S SO ORDERED.

DATED: July 15, 2019 mw’éﬂf\ L 319/,,

MARILYN LYHUFF, DistrictQ{dge
UNITED STATES DISTRICT COURT
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