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UNITED STATES DISTRICT COURT
DISTRICT OF MINNESOTA

Cutsforth, Inc., Case No. 12v-1200 (SRN/LIB)
Plaintiff,
V. MEMORANDUM OPINION
AND ORDER

LEMM Liquidating Company, LLC, et al.,

Defendants.

Conrad A. Gosen, Joseph A. Herriges, Mathias W. Samuel, Michael E. Florey, and Rob
Courtney, Fish & Richardson P.C., 60 South Sixth Street, Suite 3200, Minneapolis,
Minnesota 55402, for Plaintiff.

Alan L. Barry, Benjamin E. Weed, Devon Curtis Beane, Jason A. Engel, K&L Gates
LLP, 70 West Matson Street, Suite 3100, Chicago, lllinois 60602, Robert D. Brownson,
and Olivia Moreland Cooper, Brownson & Linnihan, PLLP, 225 South Sixth Street, Suite
4800, Minneapolis, Minnesota 55402, for Defendants.

SUSAN RICHARD NELSON, United States Distriltidge
l. INTRODUCTION

Before the Court is Defendants’ Motion to Transfer for Improper Venue [Doc. No.
403]. For the reasons stated herein, Defendants’ Motion is granted, and this case is
transferred to the Western District of Pennsylvania.
. BACKGROUND

This long+unning dispute concerns allegatiotiet Defendants have infringed

various patents held by Plaintiff Cutsforth, Inc. (“Cutsforth”) for the design and
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manufacture of “brush holders” used by utility companies to facilitate the generation of
electricity. (See, e.g.Second Am. Compl. [Doc. No. 45] (“SAC”) | 27.) Cutsforth filed
suit on May 17, 2012, asserting, among other things, that venue in this district was proper
“pursuant to at least 28 U.S.C. 88 1391(b) and (c) and 1400(8eeCompl. [Doc.No.
1] 1 8.) Defendants answered this first complaint on July 6, 2012, adn@Guitsforth’s
venue allegations (SeeWestinghouse Air Brake Techs. Corp. (“Wabtec”) Ansyiuc.
No. 17] 1 8; Fulmer Co. LLC (“Fulmer”) Answer [Doc. No. 18] 1 8.) The complaint was
subsequently amended on July 13, 2012, and again on September 25;ir2@hih
instances, Defendants agreed that venue was proper in MinneSw®a, e(g.LEMM
Liquidating Co. (“LEMM”) Answer to Am. Compl. [Doc. No. 47] § 18; MotivePower,
Inc. (“MotivePower”) Answer to Am. Compl. [Doc. No. 48]  18; Wabtec Answer to
Am. Compl. [Doc. No. 49] § 18.)

At Defendants’ request, a stay was entered in the case on June 6, 2013 to facilitate
inter partesreview before the U.S. Patent Trial and Appeal Boa&ke (generallyune 6,
2013 Order [Doc. No. 88].) The stay remained in placé unwvaslifted on September
28, 2016, at which timdhe lItigation rapidly picked up pace. The Court held a
technolay tutorial and claim construction hearing on March 10, 2017, and heard the
parties’ crossnotions for summary judgment on May 26, 2017. Just as the Court was
preparingto issue its claim construction order, however, Defendants filed the present
motion seeking permission to amend their answers to deny that venue was proper in this
district, and to dismiss or transfer this case for improper verfoeeFed. R. Civ. P.

12(b)(3), 15(b)(2). As justification for the untimeliness of the motion, Defendant$ asser
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that while venudiad been proper in Minnesota under prevailing law at the time suit was
filed, it was no longer in the wake of the Supreme Court’'s May 22, 2017 decisi@ in
Heartland LLC v. Kraft Foods Grp. Brands LL@37 S. Ct. 1514 (2017).SéeDefs.’
Mem. in Supp. of Mot. to Transfer [Doc. No. 404] (“Defs.” Mem. in Supp.”) atlh.)
Defendants’ view,TC Heartlandupended thdaw of venue in patent cases, shoblel
applied retroactively, and represents an intervening change in the law such that any
waiver of the improper venue argument should be excuSszk denerally ijl.

Despite the lateness of the requast the advanced state of this litigatidhe
Court agreed to consider Defendantstion on an expedited basis, without a hearing.
(SeeJune 12, 2017 Order [Doc. No. 397] at 2.) The parties completed their briefing on
July 17, 2017, and the matter is now ripe for a decision.
1. DISCUSSION

A. Change in the Law of Venue

In patent suits, venue is governed by 28 U.S.C. § 1400(b), which provides that
“[alny civil action for patent infringement may be brought in [1] the judicial district
where the defendant resides, or [2] where the defendant has committed acts of
infringement and has a regular and established place of busineskd57, the Supreme
Court determined that for purposes of corporate defendants, a corporation “resides” only
In its state of incorporationSee Fourco Glass Co. v. Transmirra Prods. Co8s3 U.S.
222, 226 (1957). In so holding, the Court rejected the argument that § Y1400(b
incorporates the broader definition of corporate “residence” contained in the general

venue statute, 28 U.S.C. § 1391(&ee idat 228.
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Congress has not amended § 1400(b) shmecowas decided. It has, however,
amended 8 1391 twice. In 1988pngressamended that statute to provide that “[f]or
purposes of venuender this chaptera defendant that is a corporation shall be deemed to
reside in any judicial district in which it is subject to personal jurisdiction at the time the
action is commenced.See TC Heartlandl37 S. Ct. at 1519 (emphasis added) (citation
omitted). Interpreting this change, the Federal Circuit concluded that Congress meant to
amend the definition of “resides” as it appears in 8 1400(b), because that section falls in
the same chapter as § 1391(8ee VE Holding Corp. v. Johnson Gas Appliance €kx
F.2d 1574, 1584 (Fed. Cir. 1990). Accordingly, the Federal Cinalit that in a patent
case, a corporation resided anywhere it was subject to personal juriseigtiatly
expanding the venue options for plaintiffs. In so holdingotind that Congress had
effectively legislatively abrogatdéourcds prior venue standardsSee idat 1583-84.

For twentyseven years, from 1990 until 201VE Holding was the governing
standard on the matter of venue in patent litigation, and neither party here disputes that
fact. Indeed, as recently as 2016, the Federal Circuit reaffirmed its holding in that case
and stated explicitlyhatthe argument that Congress had meant by itll2Z@mendments
to return to the rule irFourco was *“utterly without merit or logic.” See In re TC
Heartland LLG 821 F.2d 1338, 1342 (Fed. Cir. 2016). Und&r Holdings expansive
standard, venue was proper in this district at the time this suit commenced.

The nearly three decade long reignvi Holdingcame to an abrugnd on May
22, 2017, when the Supreme Court released its opinid@ iHeartland Considering the

effects of amendments to § 1391(c) in the years dhmeeco was decided, the Court
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concluded that the Federal Circuit had been incorrect in determining that Congress had
intended to move away from the standard enunciated in that $asel C HeartlandlL37
S. Ct. at 15221. Thus, the Court returned patent venue lawtdostatusn Fourco,
holding that “as applied to domestic corporasidreside[nce] in 8§ 1400(b) refers only to
the State of incorporation.'See idat 1521. Under this newly articulatsthndard, the
parties do not disagree thiit TC Heartlandis to be retroactivelyapplied, venue in
Minnesota is improper in this case.

Cutsforth argues, however, that Defendants have waived this defemismg it
for the first time after summary judgmentdiaeen fully briefed, heard, and taken under
advisement.Under Federal Rule of Civil Procedure 12(h)(1), a party is generally held to
have waived a defense of improper venue if that party fails to raise that defense in a Rule
12 motion or in a responsive pleading. An exception exists, however, if the defense or
objection it belatedly seeks to raise was not “available to the party” at that earlier time.
SeeFed. R. Civ. P. 12(g)(2). Here, Defendants argue that prior to the Supreme Court’'s
decision inTC Heartland a defense of improper venue was foreclosed by controlling
circuit precedent.And in their view, TC Heartlandconstituted an intervening change in
law sufficient to excuse any issue of waivebee, e.g.Holland v. Big River Minerals
Corp, 181 F.3d 597, 605 (4th Cir. 1999) (explaining that an exception existgeto t
general rule of waiver where “there has been an intervening change in the law
recognizing an issue that was not previously availaplédlzsagr v. Valley Hosp.646
F.2d 792, 796 (2d Cir. 1981) (“[A] party cannot be deemed to have waived objections or

defenses which were not known to be available at the time they could first have been
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made, especially when it does raise the objections as soon as their cognizability is made
apparent.”).

Several district courts have considered precisely this same—isduether TC
Heartlandconstituted an “intervening change in the lasafficient to excuse waiverin
the wake of the Supreme Court’'s decision. As of the date of this Order, a number of
these courts haveound thatTC Heartlandis not an intervening change the law
because it merely corrected a twesgven yeatong error of the Federal Circuit and
reaffirmed the standard first expoundedFourco. See, e.g.Reebok Int’l Ltd. v. TRB
Acquisitions LLCNo. 3:16¢v-1618SI, 2017 WL 3016034, at *3 (D. Or. July 14, 2017);
Navico, Inc. v. Garmin Int'l, Ing.No. 2:16¢v-190, 2017 WL 2957882, at *2 (E.D. Tex.
July 11, 2017)Chamberlain Grp., Inc. v. Techtronic Indus. CNo. 16C-6097, 2017
WL 3205772, at *1 (N.D. Ill. June 28, 2017). According to this line of reasoMBg,
Holding was essentially aultra viresruling of the Federal Circuit purporting to overrule
Supreme Court precedent. Because “[tlhe Supreme Court has never ovieowleg
and the Federal Circuit cannot overrule binding Supreme Court precedent,” these courts
have held thalTC Heartlanddid not change the law so much as reasse@abalt Boats,
LLC v. Sea Ray Boats, IndJo. 2:15cv-21, 2017 WL 2556679, at *2 (E.D. Va. 2017).
Unsurprisingly, Cutsforth urges the Court to apply this same reasoning to the present
matter and deny Defendants’ motion on waiver grounds.

Having carefully considered the matter, however, the Court masgtectfully
disagree To conclude that the Federal Circuit purported to overrule the Supreme Court

in VE Holdingmischaracterizes the Federal Circuitjginion, the Supreme Court’'s own
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holding in TC Heartland and the authority and duties of the appellate courts. Most
importantly, TC Heartlanddid not hold thatVE Holdinghad misconstred Fourco, but
rather that it had misconstrued the effect of intervening Congressional amendments to §
1391(c) that occurred thirty years aftesurco was decided.SeeTC Heartland 137 S.
Ct. at 152621. The Supreme Court's holding itself thus restetnarily on a
consideration ofthe 1988 and 2011 amendmentsonsiderations which by definition
were beyond the purview of tlk@urcoholding. Indeed, as one court recently observed:

The Supreme Court made clear [I[flC Heartland that “the only question

[it] must answer is whether Congress changed the meaning of 8 1400(b)

when it amended 8§ 1394-the same issu¢E Holdingaddressed 27 years

earlier. TC Heartland 137 S. Ct. at 1520The Supreme Court disagreed

with VE Holdingin this regard, but it did not do so on the ground YWt

Holding had improperly ‘overruled~ourco.
OptoLum, Inc. v. Cree, IncNo. CV-16-3828PHX-DLR, 2017 WL 3130642, at *3 (D.
Ariz. July 24, 2017).

Furthermore, this Court notes that courts around the country, includingutie co
of appeals, are routinely tasked with determining whethi@nsequent legislative
amendments to statutes previously construed by the Supreme Court impact that analysis.
On occasion, they later learn frometlSupremeCourt that they were mistaken ineth
decisions. But in the interim, no one doubts that the circuit court’s decision is within its
authority and binding on the parties until and unless the Supreme Court (or the circuit
court sittingen bang says otherwise See, e.gMohamed v. Uber Techs., In848 F.3d

1201, 1211 (9th Cir. 2016) (“The district court does not have the authority to ignore

circuit court precedent, and neither do weCgnturion v. Holder755 F.3d 115, 123 (2d



Cir. 2014) (“We are bound by our own precedent unless and until its ratiosal
overruled, implicitly or expressly, by the Supreme Court or this auldianc’). This is
soeven ifthe district court is of the opinion that the circuit court decision misapplied the
law, or conflicts with Supreme Court precedetee, e.g.City of Dover v. EPA40 F.
Supp.3d 1, 4 (D.D.C. 2013) (holding that even if the D.C. Circuit had misapplied th
Supreme Court case &foman v. Davis “this Court is bound by the D.C. Circuit's
interpretation oFFoman. . . .”); Medwig v. Long Island R.RNo. 06¢cv-2568 (FM), 2007

WL 1659201, at *4 (“Moreover, even if [the defendant]'s prognostication as to the
Sureme Court’s thinking were correct, existing Second Circuit case law is squarely to
the contrary. It is settled law that a district court in this Circuit is bound by such
decisions unless and until they have been overruled by the Supreme Court or ithe law
otherwise changed.”).

In any event, to hold th&ourco remained good law at all times over the last
twentyseven years, and thus that Defendants should have raised the improper venue
defenseat the time this case was filed, effectively ignores reality. If Defendants had
attempted to raise the argument in this Court (or likely any district court) in 2012Ehat
Holding was not binding authority on the issue of patent venue, they would not have been
successful Indeed, the district court ifC Heatland effectively so ruled. See Kraft
Foods Grp. Brands LLC v. TC Heartland, L1 €o. 14-28-LPS, 2015 WL 5613160, at *2
(D. Del. Sept. 24, 2015)[T] he 2011 [amendment to § 1391] did not unide Federal
Circuit's decision inVE Holding Corp.. . . . "). It is illogical and unfair taargue that

Defendants erred by not making an argument that both this Court and the parties knew
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would have been rejectedust as it hadconsistently been rejectetound the country
for a quarter of a centurySee OptoLum2017 WL 3130642, at *3 (“Many of the district
court cases finding waiver of the venue defense have premised their rulings on the notion
that circuit courts have no authority to ‘overrule’ the Supreme Court, and therefore
Fourco has always governed venue in patent cases dédpitdolding But these cases
fail to explain why, if Fourco remained controlling, courts throughout the country
consistently applie¥E Holdingin patent litigation for nearly 30 years.”).

Cutsforth responds, in part, by arguing that raising the defense of improper venue
was not pointless at the time this case commenced, because, just as TC Heartland did,
Defendants could have ultimately prevailed upon the Supreme Court to take their case on
certiorari and overrule/E Holding The Court observes, howevethat Cutsforth’s
argument would mean that no party coaleerrely on the argument that a defense was
“unavailable” becausall precedent (even Supreme Court precedent) can theoretically be
overturned on certiorariSee CG Tech. Development, LLC v. FanDuel, Mo. 2:16cv-
00801-RCIVCF, 2017 WL 3207233, at *2 (D. Nev. July 27, 2017). In the Court’s view,
it is simply too much to expect a defendantitheranticipate every possible change in
the law when answering a complaint or risk being deemed to have waived the argument.
See OptoLun017 WL 3130642, at *4.

B. Defendants’ Motion to Amend Their Answers

The Court concludes that Defendants cannot fairly be held to have waived the
defense of improper venue because the defense was not availdb&mtbefore the

Supreme Court’s decision iMC Heartland which the Court finds to have been an
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intervening change in the lawSee id.at *3; see also Ironburg Inventions Ltd. v. Valve
Corp,, No. 1:15¢cv-4219TWT, 2017 WL 3307657, at *ZN.D. Ga. Aug. 3, 2017);
Westech Aerosol Corp. v. 3M Cbdlo. C175067RBL, 2017 WL 2671297, at *2 (W.D.
Wash. June 21, 2017¥%teubing Automatic Mach. Co. v. Gavronskip. 1:16¢cv-576
(S.D. Ohio June 12, 2017). That change must be applied retroactBedtyHarper v. Va.
Dep’t of Taxation509 U.S. 86, 97 (1993).

To facilitate their motion to transfer, Defendants request that the Court permit
them to amend their answers pursuant to Federal Rule of Civil Procedure 15(a)(2) to deny
that venue is appropriate in this district, and to assert the defense of improper Baaie. (
Defs.” Mem. in Supp. at5.) Under that rule, the Court “should freely give leave [to
amend] when justice so requires.” Fed. R. Civ. P. 15(a)(2). For the reasons specified
above, the Court finds that Defendants in this case applied to amend as soon as
reasonablypossible based on new developments in the law, and thus have not
demonstrated the sort of undue delay, bad faith, or dilatory motive that would warrant
rejecting their motion.See Foman v. Davi871 U.S. 178, 182 (1962Xee also Pauling
v. GlobeDemocat Pub. Co. 362 F.2d 188, 198 (8th Cir. 1966) (noting that leave to
amend based on intervening change in law was granted on the eve of trial). The Court
will thus permit Defendants to amend their answers as they request.

C. Transfer Pursuant to 28 U.S.C. § 1406

As previously noted, 28 U.S.C. 8§ 1400(b) provides that a civil action for patent
infringement may be brought “ifi] the judicial district where the defendant resides, or

[2] where the defendant has committed acts of infringement and has a regular and
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established place of business.Here none of the Defendants resid® Minnesota,
making venue improper under the first prong of § 1400(b). Defendants likewise assert
that they have committed no “acts of infringement” in this district, nor do they have any
“regular and established place[s] of business” he®eeDefs.” Mem. in Supp. at 134.)
Accordingly, under the dictates @C Heartland Defendants contend that venue irsth
district is improper, and the case must be dismissed or transfe8ed.idf Pursuant to
28 U.S.C. § 1406(a), they suggest that the Court should transfer the case to the Western
District of Pennsylvania, where venue is proper as to all Defend&#s. idat 14-15.)

Once a defendant has raised an objection to venue, the burden is on the plaintiff to
demonstrate that venue is properly laileeCompareMurphy v. Schneider Nat'l, Inc.
362 F.3d 1133, 1138 (9th Cir. 2004htercoast Capital Co. v. Wailuku River
Hydroelectric Ltd. P’shipNo. 4:04cv-40304, 2005 WL 290011, at *3 (S.D. lowa Jan.
19, 2005). Here, Cutsforth makes no argument that Defendants have committed “acts of
infringement” in Minnesota, nor has it asserted that any of them maiataragular and
established place of business” her&edPl.’s Mem. in Opp. [Doc. No. 412] at 22b.)
Rather, Cutsfortmerelycontends that the Court should order verelated discovery to
allow it to test Defendants’ assertion§eg idat 25.)

“Generally, district courts have broad discretion in determining whether to grant
limited discovery to explore jurisdictional facts (including venue)dhnson v. Emerson
Elec. Co, No. 4:13cv-1240JAR, 2013 WL 5442752, at *4 (E.D. Mo. Sept. 30, 2013)
(citations omitted);accord OptoLum, 2017 WL 3130642, at *6. While the Court

acknowledges and fully appreciates the understandiald&ation Cutsforth must feel at
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having this casdransferredfrom this jurisdiction at such a late stagé, can only
conclude that further discovery on this limited issue would be unfruitful. The parties
have engaged in years of litigation in this matter, as well as extensive discovery leading
up to their crossmotions for summary judgment. If Cutsforth cannot at this stage
identify facts that support a claim that Defendants have a “regular and established place
of business” in Minnesota, the Court cannot fairly conceive that it would be able ®o do s
after more delay has been incurredCf. OptoLum, 2017 WL 3130642, at *6.
Accordingly, the Court denies Cutsforth’s request for venaleted discovery. As
Cutsforth has not otherwise shown that venue is proper in this district, and as the parties
do not dispute that venueould be proper in the Western District of Pennsylvania, the
Court will exercise its discretion to transfer this case to that dist8ee28 U.S.C. 8
1406(a).
IV. CONCLUSION

For the foregoing reasons, the Court concludes that the dictates of sound legal
principles require thaefendants’ motion be granted. Again, the Court fully appreciates
the fact that this transfer will lead to additional cost and déhkay unquestionably
prejudices Cutsforth. But the law of venue exists for the convenience of defendants, not
plaintiffs, and under 28 U.S.C. § 1406(a), prejudice to the plaintiff is not a relevant
consideration. See28 U.S.C. § 1406(a) (mandating that court “shall” dismiss case or
transfer where venue is impropedoover Grp., Inc. v. Custom Metalcraft, In84 F.3d

1408, 1410 (Fed. Cir. 1996) (noting that venue requirements “exist for the benefit of

! See infraPart IV.
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defendants.”)SimplexTurmar, Inc. v. Roland Marine, IncNo. 96c¢cv-723E(M), 1997
WL 736541, at *3 (W.D.N.Y. Nov. 14, 1997) (“The plaintiff's convenience is not a
relevant factor in determining whether venue is proper.”). Finally, the Court regrets the
waste of judicial resourcedterfive years of litigation, and the burden that must now be
imposed on a district unfamiliar with this case. Nonetheless, the motion must be granted.
THEREFORE, IT IS HEREBY ORDERED THAT:

1. Defendants’ Motion to Transfer [Doc. No. 403[GRANTED.

a. This action is transferred to the United States District Court for the Western

District of Pennsylvania; and
b. The Clerk of Court is directed to effect the transfer.

Dated: August 4, 2017 s/Susan Richard Nelson
SUSAN RICHARD NELSON
United States District Judge
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