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UNITED STATESDISTRICT COURT
DISTRICT OF MASSACHUSETTS

SCVNGR, INC., d/b/a LevelUp,
Plaintiff,
V. Civil Action No. 13-12418-DJC

eCHARGE LICENSING, LLC,

Defendant.
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MEMORANDUM AND ORDER

CASPER, J. September 25, 2014
l. Introduction

SCVNGR, Inc. d/b/a LevelUp (“LevelUp”) hdied this lawsuit seeking declarations of
invalidity, non-infringement and unenforceatyilias to eight patents owned by eCharge
Licensing, LLC (“eCharge”), a Chicago-based gntas well as an allegation that eCharge’s
conduct has violated Mass. Gen. L. c. 93A. DeCharge has moved to dismiss this action, D.
9, 11, or in the alternative transfer the case ¢oNbrthern District of lllinois, D. 13. LevelUp
has moved to staghe litigation pendingnter Partes Review (“IPR”) of three of the eight
patents-in-suit. D. 31. For the reasons staeldw, the Court DENIES the motion to dismiss
for lack of personal jurisdictior. 11; DENIES IN PART the mimn to dismiss for failure to
state a claim upon which relief can be granted9,[IDENIES the motion to transfer, D. 13; and

DENIES the motion to stay, D. 31.
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[. Standard of Review

A. M otion to Dismiss for Failureto State a Claim

To survive a motion to dismiss, a complamist provide “a short and plain statement of
the claim showing that the pleaderentitled to relief.” Fed. RCiv. P. 8(a)(2). The Court

accepts “the truth of all well-pleaded facts anawgs] all reasonable inferences therefrom in the

pleader’s favor.”_Grajales v. P.R. Ports Au#82 F.3d 40, 44 (1st Ci2012). A plaintiff need
not establish that it is likely to prevail, but @d&im must be “plausible on its face.” Ashcroft v.
Igbal, 556 U.S. 662, 678 (2009). To determine pihility, the Court must separate “the
complaint’s factual allegations (which must xepted as true) . . . from its conclusory legal

allegations (which need not be credited).” Morales-Cruz v. Univ. of B/8.F.3d 220, 224 (1st

Cir. 2012). The Court must then “determineetter the factual allegjans are sufficient to

support ‘the reasonable infeiee that the defendant is bie for the misconduct alleged.

Garcia-Catalan v. United State&34 F.3d 100, 103 (1st Cir. 2013) (quoting Haley v. City of

Boston 657 F.3d 39, 46 (1st Cir. 2011)).

B. M otion to Dismissfor L ack of Personal Jurisdiction

On a motion to dismiss for lack of personaisdiction, the plainff bears the burden of

establishing that personal jurisdiction over théeddant. _"Mass. Sch. of Law at Andover, Inc. v.

Am. Bar Ass’n 142 F.3d 26, 34 (1st Cir. 1998). To migturden, LevelUp must “demonstrate

the existence of every factqered to satisfy both the forum’s long-arm statute and the Due

Process Clause of the Constitution.” United States v. Swiss Am. Bank2¥4#dF.3d 610, 618

(1st Cir. 2001) (internal quotations and citationtted). Under this standard, the court will look
to the facts alleged in the pleadings and theiggirsupplemental filings, including affidavits.

Sawtelle v. Farrell70 F.3d 1381, 1385 (1st Cir. 1995); Tetinaster-New York, Inc. v. Alioto

26 F.3d 201, 203 (1st Cir. 1994). The court will &adpecific facts affiratively alleged by the
2



plaintiff as true (whether or nalisputed) and construe themthe light most congenial to the

plaintiff’s jurisdictional claim.” _Mass. Sch. of Law42 F.3d at 34. It ilVthen “add to the mix

facts put forward by the defendants, to thieekthat they arancontradicted.”_lId.

C. Motion to Transfer

A district court may, in its digetion, transfer a civil action tany other district where it

might have been brought. 28 U.S.C14D4(a);_Stewart Orglnc. v. Ricoh Corp.487 U.S. 22,

29 (1988). The burden is on the mayiparty to show that transfexr warranted._ Shipley Co.,
Inc. v. Clark 728 F. Supp. 818, 823 (D. Mass. 1990).considering whether to grant a motion
to transfer venue, a distti court should consider(l) the convenience of the parties, (2) the
convenience of the witnesses, (3) the relatase of access to sources of proof, (4) the
availability of process to compel attendancesowilling witnesses, (5) cost of obtaining willing
witnesses, and (6) any practigmbblems associated with tryinige case most expeditiously and

inexpensively.” _F.A.l. Elec. Corp. v. Chambe@44 F. Supp. 77, 80-81 (D. Mass. 1996)

(citing Gulf Oil Corp. v. Gilbert330 U.S. 501, 508 (1947)). Tleeis a strong presumption in

favor of the plaintiff's choice of form. Sigros v. Walt Disney World Col29 F. Supp. 2d 56,

71 (D. Mass. 2001). The moving party “must essdbthat private and public interests weight

heavily on the side of trial in the foggi forum.” Mercier v. Sheraton Int’l, Inc935 F.2d 419,

424 (1st Cir. 1991) (citations omitted).

D. M otion to Stay

A court’s authority to stay proceedings “i€igental to the power inherent in every court
to control the dispositio of the causes on its docket with ecaryoof time and effort for itself,

for counsel and for litigants.” Bardf Am., N.A. v. WRT Realty, L.P, .769 F. Supp. 2d 36, 39

(D. Mass. 2011) (quoting Landis v. North Am. C@99 U.S. 248, 254 (1936)). Thus, the




decision “whether to stay proceedings involmdancing the interests of the parties and the
Court. A stay is appropriate wleeit is ‘likely to conserve judial and party time, resources, and

energy.” 1d.(quoting_Diomed, Inc. v. Total Vein Solutions, LI @98 F. Supp. 2d 385, 387 (D.

Mass. 2007)) (internal citation omitted).
[I1.  Factual Background

LevelUp is a Delaware corporation wiikts principal place of business in Boston,
Massachusetts. D. 7 3. eChaigyan lllinois limited liabilitycompany with its principal place
of business in Northbok, Illinois. 1d.q 4. On August 16, 2013, eCba, through its counsel,
sent a letter to LevelUp asdag that LevelUp’s applicatioior the Apple iPhone infringes
certain claims of U.S. Patent Nos. 5,834,74R€" 747 patent”), 6,308,890the '890 patent”),
6,764,005 (“the '005 patent”), 7,083,094 (“the 'Opatent”), 7,334,732 (“the '732 patent”),
7,530,495 (“the '495 patent”), 7,828,207 (“the '2fatent”) and 8,490,875 (“the '875 patent”)
(collectively “patents-in-suit”)._Id{| 7. On September 19, 2013, eCharge sent an email attaching
a letter dated August 2, 2012 and reiterating e@iargjaims of infringement, which LevelUp
alleges are a “frivolous attempt to extort paytmfeam LevelUp based upon the threat of costly
litigation.” Id.
IV.  Procedural History

In response to eChargealegations, LevelUp broughtithaction, D. 1, and shortly
thereafter amended its complaint, D. 7. Sghsetly, in the following ater, eCharge moved to
dismiss the action for failure to state a claim Which relief can be granted, D. 9, moved to
dismiss the action for lack of personal jurisdictibn, 11, and moved to trafer this action to the

Northern District of lllinois, D. 13.



A separate litigation is currently pendingtime Northern District of lllinois, in which
eCharge has alleged that Square, has infringed three of eCharggiatents that are at issue in

this case: the ‘005, ‘207 and ‘875 pateneCharge Licensing, LLC v. Square, Jido. 13-cv-

06445 (EEC), (N.D. 1) (the *“lllinois litigaon”). On November 18, 2013, Square, Inc.
(“Square”) filed three petitions for Inter-Partiesvigav (“IPR”). D. 32 at 6. By statute, the
Patent Trial and Appeal Board (“PTAB”) wasqrered to grant or dengquare’s petition to
initial the IPRs by May 18, 2014. 35 U.S.C. § 314(k)granted the petitions. D. 42 at 1-2.
Pursuant to 35 U.S.C. § 316(a)(11), the IP&peding must be completed by May 18, 2015. In
response to the pending petitions for IPR, e@Gbhaand Square agredd stay the lllinois
litigation. D. 32 at 1.

V. Discussion

A. The Court Has Personal Jurisdiction Over eChar ge

As to personal jurisdiction, LevelUp firstgares that eCharge hasiwed its objection to
the Court’s alleged lack of personal jurisdictiomer eCharge. Unlike challenges to subject
matter jurisdiction,_seéed. R. Civ. P. 12(b)(1), challengé&s personal jurisdiction must be
raised in a defendant’s firstggonsive pleading or Rule 12 motionthey are waived. Fed. R.
Civ. P. 12(g)(2), 12(h)(1)(A). “As the Advisor@ommittee’s notes to subdivision (g) of the
Rule indicate, Rule 12 precludés defendant who makes aeanswer motion under this rule
from making a further motion presting any defense or objectiarmich was available to him at
the time he made the first motion and which bald have included, butdinot in fact include

therein.” Pilgrim Badge & Label Corp. v. Barrio857 F.2d 1, 3 (1st Cir. 1988) (quoting Fed.

R. Civ. P. 12 advisory committeehote). Here, eCharge filed iteotion under Rule 12(b)(6), D.

9, before filing a motion under Rule 12(b)(2), D. 1&Charge did not comply with the technical



requirements of Rule 12. It teue, however, that eCharge’s h6) motion was filed almost at
the same time as its Rule 12(b)(2) motion.

Regardless of whether eCharge has waitegersonal jurisdiction defense, the Court
concludes that it has personal jurtstbn over eCharge. It is aximatic that in-state conduct that
causes a tortious injury vests the forum staidh personal jurisditon over the defendant.
Mass. Gen. L. c. 223A, 8§ 3(c) (Massachusaitgglarm statute providing that “[a] court may
exercise personal jurisdiction oveparson . . . causing tortiouguny by an act or omission in

this commonwealth”); Adelson v. Hanan@&10 F.3d 43, 49 (1st Cir. 2007) (noting that the

“Massachusetts . . . long-arm statute is coextensive with the limits allowed by the Constitution”).
Courts in this Circuit have concluded tleatlemand letter transmitted into the Commonwealth
amounts to in-state conduct for purposes of thieqmal jurisdiction analysis, where the letter is

“related to” the claims assed. VDI Technologies v. Pric&81 F. Supp. 85, 92 (D.N.H. 1991)

(finding personal jurisdiction where defendardnsmitted cease-and-desist letters into forum
state and where claims includbdth declaratory judgments abn-infringement and state law
unfair trade practices claim). Unlike those caseshith the letter itself was not “related to” the

claims asserted in this case, Mieasurement Computing Corp. v. Gen. Patent. Corp, 8@4 F.

Supp. 2d 176, 182 (D. Mass. 2004) (concluding that caadalesist letters dinot give rise to
specific jurisdiction where claims of non-inigement were not “rated to” the letters
themselves), LevelUp’s c. 93A claim directbrises out of the correspondence exchanged

between LevelUp and eCharge prior to the cemoement of this litigation. D. 7  69.

It is possible that eCharge’s decision to fileee, rather than onBule 12 motions (and
accompanying memoranda, D. 10, 12, 14) may haen laimed at evading this Court’s local
rules regarding page limits for memoranda. Bée 7.1(b)(4). Accordingly, to the extent that
eCharge asserts it would be inequitable to appdyver here, that arguent is undercut by
eCharge’s conscious choice to fileee Rule 12 motions and filis Rule 12(b)(6) motion first.
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Consequently, as discussed furtbelow, LevelUp alleges th&Charge caused tortious injury
by sending letters into Massachusetts, satgfifoth the Massachusetts long-arm statute and
constitutional due process. Accordingly, theu@ DENIES the motion to dismiss for lack of
personal jurisdiction, D. 9.

B. The Court Denies In Part the Motion to Dismiss For Failure to State a
Claim

eCharge has moved to dismiss each of thetsalleged in the amended complaint. D.
9. LevelUp’s claim can fairly be agorized into four sets of claims: (1) claims for declarations
that LevelUp has not infringed the patents-in-§0aunts I-VIII); (2) claimdor declarations that
each of the patents-in-suit is invalid (CountsXXI); (3) a claim for a declaration that the
patents are unenforceable for grostion laches (Count XVII); an@) a claim that eCharge has
engaged in conduct violating Mass. Gencl93A (Count XVIII). D. 7 at 6-18.

1 LevelUp Has Stated Claims for Non-infringement

eCharge’s argument as to the first three gsoapLevelUp’s claims against it is that
LevelUp’s complaint fails to comply with the plead requirements of Rul8. D. 10 at 6-15.
LevelUp counters that it ha®mplied with Form 18, sdéed. R. Civ. P. App. of Forms, which it
argues suffices. D. 29 at 14. “Porm 18 notice pleading standard . . . will suffice for claims of

direct infringement.” Zond, Inc. v. SK Hynix In¢.No. 13-11591-RGS, 2014 WL 346008, at *2

(D. Mass. Jan. 31, 2014) (citing Superiodus., LLC v. Thor Global Enters. L{d700 F.3d

1287, 1295 (Fed. Cir. 2012)); séend LLC v. Toshiba CorpNo. 13-cv-11581-DJC, 2014 WL

4056024, at *2 (D. Mass. Augu4, 2014) (concludinghat “Form 18 contiues to control the
pleading requirements for a claim of direct ingement”). Form 18 reg@s “(1) an allegation
of jurisdiction; (2) a statement that the pldintwns the patent; (3) statement that defendant

has been infringing the patent ‘by making, seglliand using [the device] embodying the patent’;



(4) a statement that the plaintiff has given tlefendant notice of its infringement; and (5) a

demand for an injunction and damages.” Superior Indus.,, 100 F.3d at 1295 (citation

omitted). For each of Counts I-VIII, LevelUpdalleged jurisdiction, D. 7 Y 7-11, stated who
owns the patent, idf 13-36, stated that LevelUp hast been infringing the patent, jdand
incorporated eCharge’s notice atelmand of non-infringement, i§.2. LevelUp has complied
with Form 18.
2. LevelUp Has Failed to Sate Claims for Invalidity

eCharge argues that Counts IX-XVI al&ol to plead sufficient facts in support of
LevelUp’s claim for invalidity. Unlike Lev®p’s claims for non-infringement, however,
LevelUp has relied on no Federalr€liit case law holding that mdye‘pleading the statute” is

sufficient to defeat a motion to dismiss, which even prior to TworabtyIgbalcould not defeat

a motion to dismiss. S&print Commc’ns Co., P., v. Theglobe.com, Inc233 F.R.D. 615, 619

(D. Kan. 2006) (citation omitted). Imaé€t, “[o]ther courts [since Twomblgnd Igbal have
dismissed identical counterclaims for failing to satisfy the notice-pleading standard.” GE

Lighting Solutions, LLC v. Lights of Am., IncNo. 1:12-CV-3131, @13 WL 1874855, at *2

(N.D. Ohio May 3, 2013) (dismissing invalidity counterclaims where thiendant alleged that
the plaintiff's patents “are invalid for failure to meet the requirements of the patent laws of the
United States, including, but not limited 885 U.S.C. 88 101, 102, 103, and/or 112, and the

rules, regulations, judicial deston, and laws pertaining thereto”) (citing Senju Pharm. v.

Apotex No. 12-159-SLR, 2013 WL 444928, at *4 .(Del. Feb. 6, 2013) (dismissing for
complete lack of factual support an invalidigpunterclaim in a patg-infringement suit);

Gemcor 1l v. ElectroimpactNo. 11-CV-2520-CM, 2012 WL 628199, at *3 (D. Kan. Feb. 27,

2012) (same); PPS Data v. AvailitWo. 11-cv-747-J-37TEM, 2012 WL 252830, at *2 (M.D.




Fla. Jan. 26, 2012) (dismissing for lack of &agtual support a non-infringement counterclaim);

PPS Data v. Allscriptglealthcare SolutiondNo. 11-cv-273-J-37TEM2012 WL 243346, at *4

(M.D. Fla. Jan. 25, 2012) (same)). A distinction between the pleading standard for non-
infringement and the pleading stiard for invalidity reflects theeavy burden of persuasion the

party seeking a declaratiaf invalidity bears._Bdde v. Harley—Davidson, In@250 F.3d 1369,

1376 (Fed. Cir. 2001) (noting thaparty seeking a declaration ofvalidity must prove same by

clear and convincing evidence). Here, for each of the patents-in-suit, LevelUp alleges only that
“each and every claim of the [] patent is indafor failure to comply with the conditions and
requirements for patentability set forth in ooemore of 35 U.S.C. 8§ 101, 102, 103, or 112
and/or under the doctrine obviousness-type double patenting.” D. 7 § 38, 40, 42, 44, 46, 48,

50, 52. It has done no more than “plead[] the statute.” Sprint Commc’ns C9.233F-.R.D.

at 620° Accordingly, the Court will grant thenotion to dismiss 6unts IX-XVI without
prejudice to LevelUp seeking leato amend as to this claim.
3. LevelUp Has Stated a Claim for Unenforceability
LevelUp’s seventeenth count seeks a detitarahat eCharge’s patents are unenforceable
due to prosecution laches. D. 7 Y 53-57. “dbetrine of prosecutiorathes is an equitable
defense . . . [which] may render a patent fmreeable when it has issued only after an

unreasonable and unexplained delay in prosecuti@yinbol Technologies, Inc. v. Lemelson

2 Although LevelUp cites a line of cases indicating a split in authority on this issue, D. 29
at 10-11,;_see, e.gletsuya v. Amazon.com, IndNo. 11-cv-01210, 2011 WL 10632812, at *2
(N.D. Cal. Nov. 8, 2011)Pfizer v. Apotex Inc. 726 F. Supp. 2d 921, 938 (N.D. Ill. 2010);
Pharma Intern. Ltd. v. Lupin LtdNo. 09-1008, 2010 WL 1372316, & (D.N.J. Mar. 31,
2010); Elan Pharma Int'l Ltd. v. Lupin LtdNo. 09-1008 JAG, 2010 WL 1372316, at *4 (D.N.J.
Mar. 31, 2010); Teirstein v. AGA Med. CorfNo. 6:08CV14, 2009 WL 704138, at *3 (E.D.
Tex. Mar. 16, 2009); Baldstar Tech., LLC v. Home Depot, IBt.F. Supp. 2d 1283, 1291 (S.D.
Fla. 2007), such cases do not compel a different outcome here given the nature of the allegations
in the operative complaint here and the Court finds the reasoning of the cases cited in the text
above persuasive.




Med., Educ. & Research Found22 F.3d 1378, 1384-85, amended on reh’qg in part sub nom.

Symbol Technologies, Inc. v. Lemeils Med., Educ. & Reearch Found., LP429 F.3d 1051

(Fed. Cir. 2005). eChargegues that thisount fails to plead any facin support of this claim,
because it fails to plead any mdhan a “timeline.” D. 10 at0. In support of this argument,

eCharge cites Holmes Grp., Inc. v. RPS Products, Na. 03-40146-FDS, 2010 WL 7867756,

at *9 (D. Mass. June 25, 2010). This case #&pposite, however, as decided the issue of
laches on summary judgment and abthe pleading stage. l@oncluding that the lapse of time
was hardly comparable to the pattern of ‘culpabéglect’ in other casemnd that “there was
insufficient evidence that the delay was impropén)addition, the judge ithe lllinois litigation
recently denied eCharge’s motion to dismiss $ggacounterclaim of prosecution laches, see
lllinois litigation, D. 24, where Square’sadtual allegations closely mirrored LevelUp’s
allegations._Compar®. 7 1 53-56 witHllinois litigation, D. 11 f1R4-29. This is so for good
reason. LevelUp’s allegation of an eighteen-year delay and “a systematic strategy to delay
prosecution of the patent application, and related continuing applicationsD.s&ef 54,
plausibly supports the claim that eCharge usweably and unexpectedly delayed in enforcing
its rights under the patents. T@eurt will not dismiss Count XVII.
4, LevelUp Has Stated a Claimfor a Violation of c. 93A

eCharge levies two charges against Levelldp33A claim. First, eCharge argues that
its transmission of a patent infringement netdoes not constitute aact of bad faith; and
second, it contends that thelegled acts did not occur prinilgr and substatmally in the
Commonwealth. D. 10 at 15-20.

As to eCharge’s first argument, it is true that for litigation tactics may be actionable under

c. 93A, particularly if they involve bad faithgafitigation conduct._Trenwick Am. Reins. Corp.
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V. IRC, Inc, 764 F. Supp. 2d 274, 307 (D. Mass. 2011) (pthat “[w]hile there may be debate

concerning whether litigation tactics alone campase a Chapter 93A violation, there is no
debate concerning whether sueletics can be considered alowgh egregious, bad faith pre-
litigation conduct”). Here, LevelUp alleges thatha@e’s pre-suit threats were “frivolous.” D.
7 2. In addition, LevelUp alleges that e@mas claims of infringement are based upon
misrepresentations that eCharge drafted “in féorteto give the appearance that LevelUp . . .
infringes, claim 1 of the ‘875 patent.” 1§.69. LevelUp then conues to detail how these
representations are false and expatihat “any person skilled ithe relevant art who used the
LevelUp Mobile iPhone App” wuld realize the falsity ofeCharge’s statements.  Id.
Accordingly, LevelUp has plausiphblleged that eCharge threateriéidation in bad faith, based

upon representations that it knewstiould have known were false. Sete Paul Surplus Lines

Ins. Co. v. Feingold & Feingold Ins. Agency, 820606, 1994 WL 879974, at *1 (Mass. Super.

Aug. 1, 1994) (recognizing that “[a]ctual knowledge by defendant of the false character of its

representation may amount tokaowing’ violation of G.L.c. 93A, § 2”), aff'd sub nom.St.

Paul Surplus Lines Ins. Co. v. Feingold & Feingold Ins. Agency, #&Mass. App. Ct. 1105

(1997), aff'd,427 Mass. 372 (1998). This is sufficient to defeat eCharge’s motion to dismiss on
this ground.

At oral argument, eCharge detailed the marinewhich its assertions of infringement
were not frivolous. Similarly, LevelUp presented its theory of the case to the Court. These
conflicting views do not, as eCharge has suggested, demonstrate a basis to conclude on the
pleadings that eChardgeas acted in good faith. Rather, t@eurt concludes that there is a
plausible claim that precludes dimsal of LevelUp’s c. 93A claimt this stage of litigation as

this case proceeds to discovery. Wodkigr Tech. Corp. v. MGM Grand Hotel, LI Q46 F.
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Supp. 2d 102, 118 (D. Mass. 2003) (denying motiodismiss c. 93A claim in light of factual
dispute).

eCharge also argues athits conduct occurred oui® Massachusetts.  Under
Massachusetts law:

No action shall be brought or maintaing@ader this section unless the actions and

transactions constitutingehalleged unfair method of metition or the unfair or

deceptive act or practice occurred primarily and substantially within the
commonwealth.

Mass. Gen. L. c. 93A, § 11. Although LevelUp agtleat court should comer “(1) where the
defendant committed the deception; (2) wherengifawas deceived and acted on the deception;

and (3) the situs of plaiiff's losses due to the deception,”Z® at 23 (quoting Play Time, Inc. v.

LDDS Metromedia Commc’ns, Incl23 F.3d 23, 33 (1st Cir. 1997)), in determining whether the

acts occurred within the Commoaalth, the Supreme Judicial Court’s jurisprudence eschews

such an analysis. S&waiti Danish Computer Co. v. Digital Equip. Cqor$38 Mass. 459, 473

(2003) (concluding that “the arysls required under 8§ 11 should hat based on a test identified

by any particular factoor factors because of a tendency tiftshe focus of inquiry away from

the purpose and scope of c. 93A”). Ratheg 8upreme Judicial Court has counseled that
“Section 11 suggests an approach in whiclidg¢ should, after making findings of fact, and
after considering those findings in the contekthe entire § 11 claim, determine whether the
center of gravity of the circumstances that give rise to the claim is primarily and substantially
within the Commonwealth.”__Id.Courts in this district have followed Kuwatiapproach in

resolving the instant question. SR&J Associates, Inc. v. Stainsafe, Ji838 F. Supp. 2d 215,

234 (D. Mass. 2004). As this presents a fdctugestion, “a setion eleven cause of action,
attacked via a motion to dismisould survive a ‘primarily ansubstantially’ challenge so long

as the complaint alleges that the plaintiff isdted, and claims an injury, in Massachusetts.”
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Back Bay Farm, LLC v. Collucid®?230 F. Supp. 2d 176, 188 (D. Ma2802) (citing Amcel Corp.

v. Int'l Executive Sales, Inc170 F.3d 32, 36 (1st Cir. 1999) (noting that the plaintiff's location

in Massachusetts and its claim of injury in $dachusetts raises a reasonable chance that the
plaintiff would prevail on the “primarily andudstantially” issue). Here, LevelUp claims an
injury in Massachusetts, i.e., needlessly moag attorneys’ fees to respond to eCharge’s
allegedly frivolous allegations. D. 7 11 60-61, 8Accordingly, the Court declines to dismiss
the c. 93A claim on this grourtd.

For all these reasons, the Court DENIES thotion to dismiss to the extent eCharge
seeks dismissal of Counts I-VIII, XVII andVIIl and GRANTS LevelUp leave to amend
Counts IX-XVI/

C. Transfer is Not Warranted

eCharge raises two argumemtsupport of its motion to trafer. First, eCharge argues
that venue is improper under 28 U.S.C. §§ 1391, $4P8.U.S.C. § 1391(b) provides that a

civil action may be brought in:

% To the extent eCharge asserts that llépenas not suffered actionable damages under
c. 93A, the Court declines to dismiss claim for similar reasons. S&mlumbia Chiropractic
Grp., Inc. v. Trust Ins. Cp430 Mass. 60, 63 (1999) (noting tHglf a violation of G.L. c. 93A,
8 11, forces another to incur attorney’s feesséhfees are a loss of money or property and may
be recovered as G.L. c. 93A damages”).

* In its motion to transfer, D. 14 at 8-9, lage raises a separate ground for dismissal,
that the Court should dismisSounts I-XVII because LevelUjs abusing the declaratory
judgment remedy and noting that the reyes discretionary in nature. I¢citing Medimmune,
Inc. v. Genentech, Inc549 U.S. 118, 136 (2007)). To theent eCharge argues that LevelUp
has not alleged a case or contmsye the Court disagrees, in ligbt the demand téers sent to
LevelUp.

> To the extent effarge seeks dismidsan this ground, sefed. R. Civ. P12(b)(3), it
has waived this argument pursuant to Rulég)2(h) as discussedbove. However, even
reaching this issue, the Court concludes thauegein this district igproper under 28 U.S.C. §
1391(b)(2) given that the claimsise out of the demand lettersnsdoy eCharge to LevelUp in
Massachusetts about its alleged infringemedt ancordingly, a “substantial part of the events”
giving rise to these clainaose in Massachusetts.

13



(1) ajudicial district in with any defendant residesaill defendants are residents
of the State in which #hdistrict is located;

(2) a judicial district in whib a substantial part of thevents or omissions giving

rise to the claim occurred, or a substanpait of property thais the subject of

the action is situated; or

(3) if there is no district in which aaction may otherwise derought as provided

in this section, any judicial district in wdih any defendant is subject to the court's

personal jurisdiction witlhespect to such action.
28 U.S.C. § 1391(b). Here, itis clear that eChasget a resident of Massachusetts. D. 7 | 4.
Rather, LevelUp asserts that venue is propeabse the correspondence that drove LevelUp to
file this lawsuit was received in Massachusettsh many patent dealatory judgment actions,

the alleged injury arises out tife threat of infringement as communicated in an “infringement

letter.” Avocent HuntsvilleCorp. v. Aten Int'l Co., Ltd.552 F.3d 1324, 1333 (Fed. Cir. 2008).

Moreover, other courts, witleasoning that the Court findsrpeasive, have found venue proper

on similar bases._ Velcro Grp. Corp. v. Billara6®2 F. Supp. 1443, 1450 (D.N.H. 1988)

(finding venue in New Hampshire proper asctaim for patent invalidy where notices of

infringement letters had been sent to alleged infringer at its New Hampshire headquarters); see

alsoBates v. C & S Adjusters, Inc980 F.2d 865, 868 (2d Cir. 199@inding venue proper in
New York in suit for unfair collection practiceghere out of state collection agency had mailed
demand letter to debtor in New M«). Accordingly, the Court cohades that venue is statutorily
proper.

Alternatively, eCharge hasawed to transfer under 28 U.S.C. § 1404(a). Under this
statute, the Court may transfer an action “[fjoe convenience of partiesd witnesses, in the
interest of justice.” _Id. eCharge argues that the most int@otr factor is the possibility of
consolidation with the llhois litigation. However, it is well segtl in this Circuit that that the

convenience of witnesses is “probably the miogportant factor” in the transfer analysis.

14



Boateng v. Gen. Dynamics Corg60 F. Supp. 2d 270, 275 (D. Mass. 2006) (citation omitted).

Here, LevelUp’s witnesses will no doubt largeleside in Massachusetts, the company’s
principal place of business. eCharge’s president, Anthony Brown, resides in the Northern
District of lllinois, while eChege would also anticipate callintpird-party inventor J. Carl
Cooper, who resides in the Reno, Nevada.ttiiRy Cooper aside for the moment, Brown’s
lllinois residence alone is insufficient to warrarrsfer, where transfer is not warranted to shift

the inconvenience from one party to drest Princess House, Inc. v. Lindsé&$6 F.R.D. 16, 18

(D. Mass. 1991). As for Coopethe Court assumes that eClang correct that the most

significant witnesses in a patent infringementecase the inventors. D. 14 at 7 (citations
omitted). However, eCharge’s main argument wegard to the convenience of its inventor-
witness is that Reno has non-stop flights tac&ho, but not to Boston. D. 14 at 7. Where
movants under 8§ 1404 bear a “hedwyrden” to establish that trefer to anothe district is

proper, Vartanian v. Monsanto C880 F. Supp. 63, 73 (D. Mask995), this Court cannot say

that this contention regarding Coopises to the requi® inconvenience.

In addition, even if the Court were to gittee possibility of cordidation as the most
important factor, the Court disaggs that consolidation would evivor judicial economy here,
where eCharge has agreed to staylllinois litigation,but declined to stay this litigation.

The Court may also consider the relatiease of access to sources of proof, the
availability of process to compel attendancenaivilling withesses, the sb of obtaining willing

witnesses, and any practical problems associai#d trying the case most expeditiously and

inexpensively. _F.A.l. Electronics Corp. v. Chamb&#4 F. Supp. 77, 80-81 (D. Mass. 1996)

(citing Gulf Qil Corp. v. Gilbert330 U.S. 501, 508 (1947)). eChatgas made no showing as to
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the remaining of these factors. As it betlrs burden of persuasion on this motion, the Court
concludes that eCharge has not met itsléaras to any of these factors.
For all these reasons, the Court DENIES the motion to transfer.

D. A Stay IsNot Warranted at ThisTime

LevelUp has moved to stay this litigationnpéng resolution of théPR before the U.S.
Patent and Trademark Office (“PTQO”) broudht Square. Although the PTO had a process
entitled ‘inter partes reexamination” prior to the recently enacted America Invents Act (“AlA”),
Pub. L. No. 112-20, 125 Stat. 284 (2011), the Aamped these procedures promulgating
inter partes review, see 35 U.S.C. 88 312-329.

In an IPR, a panel of judges appointedhte Patent Trial and Appeal Board (“PTAB”)
determines the validity of the patent. 35 &.S88 6, 311. If the petdner prevails in the IPR
and the PTAB declares the challenged claimslid, then any pending litigation based on those

invalid claims becomes moot. Intace, Inc. v. Tandus Flooring, IndNo. 4:13-CV-46-WSD,

2013 WL 5945177, at *3 (N.D. Ga. No®, 2013), reconsideration denigdp. 4:13-CV-46-

WSD, 2014 WL 273446 (N.D. Ga. Jan. 22, 2014). & patentee prevails, the petitioner (here,
Square and not LevelUp) is sitdrily estopped from assertintat the challenged claim is
invalid on any ground that was raised or reasonailjdchave been raised at the IPR. 35 U.S.C.
8§ 315(e)(2).

“Courts have inherent power to manageitildlockets and stay proceedings, including the

authority to order a stay pendiegnclusion of a PTO reexamii@n.” Ethicon, Inc. v. Quigg

849 F.2d 1422, 1426-27 (Fed. Cir. 1988) (citations odjitteCourts generally consider three

factors in deciding whether toast an action pending IPR: “JWwhether discovery is complete

and whether a trial date has been set; (2) whettstay will simplify the issues in question and
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trial of the case; and (3) whether a stay wlouhduly prejudice or prest a clear tactical

disadvantage to the nonmoving party.” Unsa@r Electronics, Inc. v. Universal Remote

Control, Inc, 943 F. Supp. 2d 1028, 1030-31 (C.D. G013) (citing_Aten Int'| Co., Ltd v.

Emine Tech. Co., LtdNo. SACV 09-0843 AG (MLGXx), 201WL 1462110, at *6 (C.D. Cal.

Apr. 12, 2010) (quoting Teleac Corp. v. Teledigital, Inc450 F. Supp. 2d 1107, 1111 (N.D.

Cal. 2006))). The mere filing & petition for IPR is generally se as insufficient to warrant a

stay. Automatic Mfg. Sys., Inc. v. Primera Tech., |n8:12-CV-1727-ORL-37, 2013 WL

1969247, at *3 (M.D. Fla. May 13, 2013). Here, timance of the relevant factors weigh
against granting the motion to stay.
1 The Stage of This Case
Applying this framework, this is certainly natcase where “claim construction process is
already under way, and [eitherrpes] litigation postwe would be prejuded by a stay.”

SurfCast, Inc. v. Microsoft Corp--- F. Supp. 2d ---, No. 2:12-CV-00333-JAW, 2014 WL

1057172, at *4 (D. Me. Mar. 14, 2014). tRer, the litigation is in @ incipient stage. The Court
is now deciding eCharge’s Rule 12 motions amd@ourt has not set a schedule for discovery or
claim construction, never mind trial. This weighsfavor of staying the litigation. _ Norred v.

Medtronic, Inc, No. 13-2061-EFM/TJJ, 2014 WL 554685, at *2 (D. Kan. Feb. 12, 2014)

(ordering stay “a few months” aftentry of scheduling order aradter only “[l]ittle discovery”

had been exchanged); Capriola Corp. v. LaRose Indus., NaC 8:12-CV-2346-T-23TBM,

2013 WL 1868344, at *3 (M.D. Fla. Mar. 11, 20X8)dering stay where litigation was “in the

incipient stage”);_Semiconductor Energy Lab. Co., Ltd. v. Chimei Innolux (&égp.12-21-JST

JPRX, 2012 WL 7170593, at *2 (C.D. Cal. Dec. 19, 2qQd&)ering stay where at least one party

had “not served any document requests ortevritdiscovery and thato parties have taken
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depositions or undertaken expdiscovery [or] . . . briefed the Court on claim construction, nor
has the Court issued a claim construction order”).
2. Prejudicial Effect
Similarly, the Court concludes that a stay would not unduly prejefitarge. Although
staying any case pending an IPR risks delayinditia resolution of the dispute that “potential

for delay does not, by itself, establish unguejudice.” ‘Neste Oil Oyj v. Dynamic Fuels, L| C

No. 12-662—-GMS, 2013 WL 424754, at *2 (D. Del. J&h. 2013) (emphasis in original); see

alsoDavol, Inc. v. Atrium Med. CorpNo. 12-958-GMS, 2013 WL 303833, at *2 (D. Del. June

17, 2013) (noting that “[s]uch an inherent risk of delay, however, is not dispositive with regard to

this factor). While a dilatory motive might vggi against a stay, Belden Techs. Inc. v. Superior

Essex Commc’ns LANo. 08—63-SLR, 2010 WL 3522327, at *2. ([Del. Sept. 2, 2010) (noting

that “[a] request for reexamination made llwafter the onset of litigation followed by a
subsequent request to stay may lead to &rdnce that the moving party is seeking an
inappropriate tactical advantage”), here nonpeaps on its face, where the litigation has just
commenced. In addition, “[c]ourts are hesitangtant a stay in a matter where the parties are
direct competitors,” Neste Oil O0Y2013 WL 3353984, at *3, but hetlee Court canot say that
the parties compete at all, where eChargenmscontested LevelUp’assertion that eCharge
does not practice the patents-in-suit. $®e32 at 1 (referencing eCharge’s alleged self-
proclamation that it is “the origal patent troll”). In additn, as eCharge has not moved for a
preliminary injunction and has nget filed counterclaims in this matter, the Court can only
assume that eCharge seeks monetary damalyeg.delay to eCharge’secovery of monetary

damages is not meaningful where the prevaipagy in patent cases may recover prejudgment
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interest. _Bowers v. Baystate Technologies,, Iht2 F. Supp. 2d 185, 188 (D. Mass. 2000) (35

U.S.C. § 28), aff'd320 F.3d 1317 (Fed. Cir. 2003).
3. A Say Will Only Go So Far to Smplify the Issues
Whether a stay pending resolution of th& I®Rill simplify the issues here is a more
difficult question. A stay no doubt simplifies thesues where all of the patents-in-suit are

subject to IPR._Semiconductor Energy Lab. Co., Ltd. v. Chimei Innolux (Qéop.12-21-JST

JPRX, 2012 WL 7170593, at *2 (C.D. Cal. Dec. 19, 201Phis is not sucla case, however.

Here, only three of the eight pats-in-suit are subject to IPRUnder these circumstances,

courts generally deny a stay of the prodegsl RR Donnelley & Sons Co. v. Xerox CorNo.
12-CV-6198, 2013 WL 6645472, at *3 (N.D. lll. D&, 2013) (denying stay where “[g]ranting
a stay as to the entire litigan would cause the four unchallenged . . . patents to languish

unresolved for an unspecified amount of timeéDane Technologies, Inc. v. Gatekeeper Sys.,

Inc., No. 12-2730 ADM/AJB, 2013 WL 4483355,* (D. Minn. Aug. 20, 2013) (denying stay
where defendant only petitioned for review ofotwf the three patents-in-suit); Davol, Inc. v.

Atrium Medical Corp,. No. 12-958-GMS, 2013 WL 3013343, *&-6 (D. Del. June 17, 2013)

(same);_Pentair Water Pool and Spa, Inc. v. Hayward Indus,,20t2 WL 6608619, at *3

(E.D.N.C. December 18, 2012) (deng motion to stay pendingiter partes reexamination
where only three of the seven patein-suit were involved in rearination). Thus, this factor
weighs quite stronglggainst a stay.

Accordingly, the Court is not inclined tallow five of the eight patents-in-suit to

“languish” while the PTAB reviews onlhree of the patents-in-suit. SB& Donnelley & Sons

Co, 2013 WL 6645472, at *3. Moreover, the Courtesothat nothing is preventing LevelUp
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from dismissing its claims as to the three ptdesubject to the IPRithout prejudice._SeEed.
R. Civ. P. 41(a). In any event, the CODENIES the motion to stay the litigation.
VI.  Conclusion

For the foregoing reasons, the Court the €CBENIES the motion to dismiss for lack of
personal jurisdiction, D. 11, DENIES IN PART th®tion to dismiss for flure to state a claim
upon which relief can be granted and ALLOWSPRRT the motion as to Counts IX-XVI for
LevelUp to seek leave to @md by no later than October 9, 2014, D. 9, DENIES the motion to
transfer, D. 13, DENIES the motion to st&y, 31, and DENIES AS MOOT eCharge’s motion
for leave to file a reply brief, D. 33.

So Ordered.

&/ Denise J. Casper
Lhited States District Judge
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