Spanx, Inc. v. Times Three Clothier, LLC

INTHE UNITED STATESDISTRICT COURT
FOR THE NORTHERN DISTRICT OF GEORGIA
ATLANTA DIVISION

SPANX, INC.,
Plaintiff,
V. 1:13-cv-710-WSD

TIMESTHREE CLOTHIER, LLC,
d/b/aYUMMIE TUMMIE,

Defendant.

OPINION AND ORDER

This matter is before the Court on Dedlant’s Motion to Transfer, or, in the
Alternative, Stay This Aatin [4] (“Motion to Transfer”).

l. BACKGROUND

On March 5, 2013, Plaintiff Spanx,dn(“Spanx”) filed this declaratory
judgment action against Defendant Tanihree Clothien.LC d/b/a Yummie
Tummie (“TTC”). Spanx seeks a decliwa that its products do not infringe
certain design patents held by TTC.

A. Parties

Spanx and TTC compete in the Imgss of manufacturing shapewear
clothing. Spanx, formed in 2000, is bdse Atlanta. According to a March 2012

Forbesmagazine article, Spanx is nowwed at approximately $1 billion.
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TTC entered the shapewear market in72@hd is based in New York City.
TTC holds several design pats related to shapewearcluding seven patents at
issue in this action (the “Disputed Patents”).

B. Procedural History

On January 18, 2013, TTC sent Spamease-and-desist letter asserting that
certain of Spanx’s products infringeetbisputed Patents and demanding that
Spanx stop selling the allegedly infringipgpducts and pay dames to TTC. On
February 14, 2013, Spanx responded to Flgéase-and-desist letter in writing,
offering to engage in dissgions to resolve the dispute.

On February 22, 2013, Spanxisdal TC's attorneys held a telephone
conference to discuss TTC's allegatioAsI'C’s counsel informed Spanx’s counsel
that TTC would file an infringement suitaf resolution was noeached. At the
conclusion of the conference, the attomagreed to confer again after consulting
with their clients. On March 5, 2018punsel for the parties held a second
telephone conference. Spanx’s attorpeyposed a resolution to the dispute,
which TTC's attorneys agreed to discusiwtheir client. The same day, Spanx
filed this declaratory judgment action in this Court.

On April 2, 2013, TTC filed a patemtfringement action against Spanx in

the United States District Court for the Southern District of New York (the “New



York Action”). In the New York ActionTTC alleges that Spanx has infringed six
of TTC’s design patents, indgling four of the Disputed Patents at issue in this
case' The parties appear &mree that, despite the lack of complete overlap
between the patents at issue, the sulmpetter of this casand the New York
Action is the same.

On April 2, 2013, TTC, filed in thisase, its Motion to Ensfer seeking the
transfer of venue in this matter from ti@surt to the Southern District of New
York. Alternatively, TTC seeks a stay this case pending resolution of the New
York Action.

[I. DISCUSSION

A district court may transfer an amti to another district, where the case
could have been brought originallyf]gr the convenience of parties and

witnesses, in the interest of jusdi. . . .” 28 U.S.C. § 1404(a). SgenerallyVan

Dusen v. Barrack376 U.S. 612, 616 (1964) (holding that the purpose of Section

1404(a) is “to prevent the waste of tinemergy and money and to protect litigants,
witnesses and the public against unissaey inconvenience and expense”)

(quotations omitted). The party seeking transfer of an action bears the burden of

! Spanx has indicated to the Court thatilt seek to add the remaining New York
Action patents to this case.



establishing that the balance of Sectld®4(a) interests favors transfer. In re
Ricoh Corp. 870 F.2d 570, 573 (11th Cir. 1989). A district court may consider
several factors in evaluating a motion to transfer, among them: “(1) the
convenience of the withesses; (2) thealiion of relevant documents and the
relative ease of access to sources of pr@fthe convenience of the parties; (4)
the locus of operative facts; (5) the aviilidy of process to compel the attendance
of unwilling witnesses; (6) the relativeeans of the parties; (7) a forum’s
familiarity with the governing law; (8) the weight accorded a plaintiff’'s choice of
forum; and (9) trial efficiency and the interests of justice, based on the totality of

the circumstances.” Muael v. Convergys Corp430 F.3d 1132, 1135 & n.1 (11th

Cir. 2005). The decision to transfer acasnder Section 1404(a) rests within the

Court’s sound discretion. S&»binson v. Gianarco & Bill, P.C, 74 F.3d 253,

260 (11th Cir. 1996) (reviewing district cagrtransfer of venue for “clear abuse
of discretion”).

TTC moves for the transfef this action to the Southern District of New
York, where TTC has its headquarters arekre the New York Action is pending.
Spanx does not dispute, and the Courtdjridat this action could have been
brought originally in that district. S&8 U.S.C. § 1400(b) (2006) (“Any civil

action for patent infringenm¢ may be brought in the judicial district where the



defendant resides . . . ."); see a{46 Holding Corp. v. Johnson Gas Appliance

Co,, 917 F.2d 1574, 1583 (Fed. Cir. 19960Iding that under § 1400(b) a
corporate defendant “resides” in a districivhich it is subject to personal

jurisdiction); DUSA Pharm., Ina.. River’'s Edge Pharm., LLNo. CIV 06-1843

(SRC), 2006 WL 1320049, at *2 n.1 (D.NMay 15, 2006) (explaining that VE
Holding applies to limited liability compang. The Court evaluates the Manuel
factors to determine whetheatrsfer is appropriate. Sé80 F.3d at 1135 & n.1.

1. Convenience of Witnesses and Ability to Compel Unwilling
Witnesses

In evaluating the convenience of wasses, the Court focuses on non-party

witnesses’ willingness and ability to testify in the forum. 3aeity Christian Citr.

of Santa Ana, Inc. Wew Frontier Media, In¢.761 F. Supp. 2d 1322, 1327 (M.D.

Fla. 2010); Ramsey v. Fox News Network, LL¥23 F. Supp. 2d 1352, 1356

(N.D. Ga. 2004). Witnesses closely aligneith the parties, like employees, are
presumed to be willing to testify in difient forums because their presence can be

obtained by the parties themselves. Trint§l F. Supp. 2d at 1327; Rams8¥3

F. Supp. 2d at 1356. The parties haweidentified any potential non-party
witnesses or witnesses not employeea party. The Court finds that the
“convenience of witnesses” and “ability tompel unwilling witnesses” factors do

not favor either party in this case. Saeity, 761 F. Supp. 2d at 1327
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(“[B]ecause neither party has preseng@dlence of nonparty witnesses other than
its employees, this factor is neutral.”).

2. Access to Sources of Proof

In evaluating access to sources of prttwe Court looks to the location of
documents and other tangible materiald the ease with which the parties can
transport the materials to trial. Trinjty61 F. Supp. 2d d41327. The parties all
have relevant documents in their homeestand there is no evidence that either
party maintains relevant documents ortenials in any other state or that the
volume of information in onparty’s possession exceeds that of the other. The
Court finds that the “access to sources of proof” factor does not favor either party
in this case.

3. Convenience of the Parties

In evaluating the convenience of thetpss, the Court looks to whether the
inconvenience of the present forum te thoving party substantially outweighs the
inconvenience of the proposed alternatiorum to the non-moving party. See

Oien v. ThompsomB24 F. Supp. 2d 898, 903 (Minn. 2010) (citing Van Dusen

376 U.S. at 645—-46). The Court may smhply shift inconvenience from one

party to the other. Sdénited States v. $633,021.6342 F. Supp. 528, 535 (N.D.

Ga. 1993).



Either party will suffer the inaovenience associated with making its
employee-witnesses available in the proaegd the litigation is situated in the
other party’s home state. The Court rttiat the inconvenience of litigating in
either this District or in New York does not substantially outweigh the
inconvenience of litigating in the otheenue. The Court concludes that the
“convenience of the parties” factdoes not favor either party.

4, Locus of Operative Facts

The “loci of operative facts” in this rttar appear to include both New York,
where TTC’s patents were developadd Georgia, where Spanx’s allegedly
infringing products were designed, and theipa agree that thiactor is neutral.

5. Relative Means of the Parties

Although TTC has submitted evidence showing that Spanx is a “billion-
dollar company,” TTC has nsubmitted any evidence shing its value. TTC has
only offered a declaration stating that TIEC'significantly sméer” than Spanx.

On this record, the Court cannot concluda #ither party is financially better able
to litigate in a distant forum. The Cowxncludes that the “relative means of the

parties” factor does not favor either party.



6. Familiarity with Governing Law

The parties agree that both this Court and the United States District Court for
the Southern District of New York are equally familiar with, and able to apply, the
governing patent law. The “familiarityith the governing law” factor does not
favor either party.

7.  Weight Afforded to Plaintiff's Choice of Forum

The plaintiff's choice of forum is wslly given considerable weight in

evaluating whether transferappropriate._See, e,drRobinson74 F.3d at 260.

This is especially true when the plafhtias chosen to litigate in its home forum.

SeeEsfeld v. Costa Crociere, S.P,289 F.3d 1300, 1311-12 (11th Cir. 2002)

(citing Koster v. (Am.) Lmbermens Mut. Cas. G830 U.S. 518, 524 (1947)); see

alsoln re Link A Media Devices Corp662 F.3d 1221, 1223 (Fed. Cir. 2011)

(explaining that the plaintiff's choice débrum is entitled to less deference when
plaintiff files suit outside of its home forum). In this case, Spanx, an Atlanta-based
company, filed suit in its home forumfbee TTC filed the New York Action.
Spanx argues the Court should respect the first-filed rule.

The Declaratory Judgment Act“@n enabling Act, which confers a
discretion on the courts rather thanadosolute right upon the litigant.” Wilton v.

Seven Falls Cp515 U.S. 277, 287 (1995) (quoting P&erv. Comm’n of Utah v.




Wycoff Co, 344 U.S. 237, 241 (1952)). Tbheclaratory Judgment Act “only
gives the federal courts competencentake a declaration of rights; it does not

impose a duty to do so.” Amerit&ariable Life Ins. Co. v. Roacd11 F.3d 1328,

1330 (11th Cir. 2005). District courts hashscretion to decline to entertain a
declaratory judgment actioteven when the suit othervassatisfies subject matter
jurisdictional prerequisites.” Wiltqrb15 U.S. at 282. “In its discretion, a district
court may decline to entaih a declaratory judgmenttamn on the merits when a
pending proceeding in another court willljuresolve the controversy between the

parties.” Ven-Fuel, Ino.. Dep't of the Treasury673 F.2d 1194, 1195 (11th Cir.

1982).

The Eleventh Circuit has explaingdat “[w]here two actions involving
overlapping issues and parties are pendirtgvo federal courtsthere is a strong
presumption . . . that favors the forum of the first-filed suit under the first-filed
rule.” Manue] 430 F.3d at 1135. This “first-filed rule is not applied
mechanically,” however, and “exceptiong anade for compelling circumstances.”

Soroka v. Lee Techs. Servs., INdo. 1:06-cv-710-TWT, 2006 WL 1734277, at *4

(N.D. Ga. June 19, 2006) (citing Manu4B0 F.3d at 1135). A district court may
find a “compelling circumstance” to declite hear a first-filed case if the “action

was filed in apparent anticipation thfe other pending proceeding.” Manu&30



F.3d at 1135 (quoting Ven-Fu&l73 F.2d at 1195); see alBen-Fue] 673 F.2d at

1195 (holding that the district court properly exercised its discretion not to hear a
first-filed declaratory judgment actighat had been filed “in apparent
anticipation” of a direcaction by the opposing party).

The facts are plain here. Spanx’s filing in this district was a preemptive first
filing before TTC filed in N& York. Before the filing of this action, TTC sent
Spanx a cease-and-desist letter informingr&of its alleged fant infringement
and warning Spanx that, in the absenca sétisfactory response, TTC would file
suit. The parties subsequigrengaged in settlement discussions, and, as Spanx
concedes, Spanx filed this action onlyilgtihe discussions were not ongoing.

The timing is revealing. Spanx filed teame day it conferred with TTC’s counsel
and TTC’s counsel committed to disci&zanx’s settlement proposal with TTC.
Despite these ongoing discussions and Fl0unsel’s representation to pursue
settlement by discussing the settlememhgeproposed, Spanyparently already
had its declaratory judgment complaint gaegg and chose to file it before TTC
responded to Spanx’s MarchZ)13, proposed settlementrtes. This sequence of
events shows that Spanx filed this actiomuimrticipation of a direct action by TTC.
Cf. Soroka 2006 WL 1734277, at *5 (holding that the plaintiff's filing of a

declaratory judgment action, only after thefendant’s notification of its intent to
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enforce a restrictive covenant, showedlttthe action was not filed to resolve
uncertainty but in anticipation of the datiant’s direct action). Put another way,
Spanx perceived that an infringementi@c would be filed against it based on
TTC’s patents and elected to file a stoatdirst pleading. The “first-filed rule”
thus does not apply, and the Court may eiserits discretion to dismiss or stay

this case._Se¥en-Fue] 673 F.2d at 1195; Soroka006 WL 1734277, at *8,

This action is “anticipatory,” and the Court finds that Spanx’s choice of
forum is not entitled to any deference. Seeoka 2006 WL 1734277, at *5. The
“weight accorded plaintiff’'s choice of forum” factor in this case thus does not
favor denying transfer.

8.  Trial Efficiency and Interests of Justice

In evaluating trial efficiency and imests of justice, the Court looks at
whether the case may be resolved more @xipesly in the alternative forum. See

Collegiate Licensing Co. v. AnCas. Co. of Reading, P842 F. Supp. 2d 1360,

1368-69 (N.D. Ga. 2012); Trinity61 F. Supp. 2d at 1330. “[T]he fact that a

substantially similar action is pending cemtly in the transferee court counsels in

% In the Motion to Transfer, Plaintiff requesits the alternative, that the Court stay
this matter. Because the Court concluitied transfer is appropriate, the Court
does not decide here whethee ttase should, in fact, seayed in favor of the New
York Action.
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favor of transfer because of the oppaity for consolidation and, thus, the
conservation of judicial resources.” Sorpkd@006 WL 1734277, at *4 (citing Carl

v. Republic Sec. BaniNo. 018981 CIVHURLEY, 2002 WL 32167730, at *4

(S.D. Fla. Jan. 22, 2002); Martin v. S.C. Ba8k1 F. Supp. 679, 685 (M.D. Ga.

1992); Chrysler Capital Corp. v. Woehlingp3 F. Supp. 478, 483 (D. Del.1987)).

The purpose of a Section 1404(a) transfer is to promote litigation efficiency
by preventing waste of time, energy,aesces, and duplicaticand to deter one-
ups-manship filings. If this case is not sérred—or stayed—it is certain that the
resolution of the patent dispute will be inefficient, inconvenient, and unnecessarily
expensivé. Transfer to the Southern Dist of New York would allow for
consolidation with the New York ActionThe New York Action is, the parties
acknowledge, at a more advadcstage than this cask the New York Action,
the parties already have engaged in ntemhebefore a magistrate judge, and they
currently are in the process of prepariclaim construction briefs. The “trial
efficiency and interests of justitéactor strongly and convincingly favors transfer

of this action to the SoutheDistrict of New York.

* The Court notes that neither party nasved for a stay of the New York Action
in favor of this case, or for the transfer of the New York Action to this Court. If
this case is not transferrém New York, there is nadication that the New York
Action would not proceed and radiel litigation would ensue.
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The Court concludes that “the balamdée&s 1404(a) interests” favors transfer,
and the Court necessarily concludes TBE’s Motion to Transfer should be
granted’

[11.  CONCLUSION

Accordingly, for the foregoing reasons,

IT ISHEREBY ORDERED that Defendant’s Motioto Transfer, or, in the
Alternative, Stay This Action [4] IGRANTED. This action is hereby
TRANSFERRED to the United States Districto@rt for the Southern District of

New York.

SO ORDERED this 15th day of October, 2013.

Witkionn b . Mrn
WILLIAM S. DUFFEY, JR.
UNITED STATES DISTRICT JUDGE

* The Court notes that the facts helew that Spanx engaged in a preemptive
filing for the purpose of securing whapierceived as a more favorable litigation
forum. This was done even though Sparpresented that it was interested in TTC
considering its settlement proposal.trAnsfer has the natural effect of
discouraging the kind of litigation advan&taking in which Sanx engaged. The
Court also notes that counsel for 8pdas a significant presence in New York.
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