Berger et al v. Lydon-Bricher Manufacturing Company Doc. 56

UNITED STATES DISTRICT COURT
DISTRICT OF MINNESOTA

David Berger, and Berger Table Pads, Inc., Civ. No. 17-432BJSBRT)
Plaintiffs,
V. ORDER ON PLAINTIFFS’ VERIFIED
SECOND MOTION FOR LEAVE TO
Lydon-Bricher Manufacturing Company, FILE SECOND AMENDED
and Sentry Table Pad Co., COMPLAINT
Defendants.

This matter is before the Court on Plaintiffs’ Verified Second Motion for Leave to
File Second Amended Complaint (Doc. No. 43). The Court held a hearing on the motion
on November 19, 2018. (Doc. No. 5Based orihe file, records, and proceedings herein,
and as further discussed below, Plaintiffgton is granted, subjetd multiple
conditions as set forth in this Order.

BACKGROUND

Plaintiffs commenced their patent infringement action on September 20, 2017.
(Doc. No. 1.) They filed an Amended Complaint on December 27, 2017, after Defendants
pointed to deficiencies in Plaintiffs’ original pleading during a meet and confer on a
potential motion to dismiss. (Doc. No. B&eDoc. No. 50, Declof Theodore M. Budd
in Opp’n (“Budd Decl?) 116-7, Exs. D, E.) Defendants timely answered the Amended
Complaint on February 16, 2018. (Doc. No. 19.) InAneended ComplaintPlaintiffs
asserted only claim 1 of B.Paten No. 6,165,577attachinga copy of he patent as

Exhibit A. (Doc. No. 14.) A one-page “lllustration of Defendants’ embodiment” was
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attached as Exhit B. (Id.) Consistent with the Amended Complaint, Plaintiffs identified
only claim 1 in their Rud 26(f) Report describing their patent infringemelatims. (Doc.
No. 25.) In their Rule 26(f) Report description, Defendants denied infringing at least
claim 1. (d.) United Stag¢s Magistrate Judge Franklin Noel entered a scheduling order on
April 19, 2018. (Doc. No. 29 Jhe case wathen reassigned to thmdersigned on
May 7, 2018. (Doc. No. 30.) On May 10, 2018, the parties jointly submitted a proposal to
amend the Scheduling Order to correct a typographical error in the fact discovery
deadline. (DocNo. 31.)An Amended Scheduling Order was issued on May 11, 2018.
(Doc. Na 35.)

With respect to pleadings, the Amended SchedulingQuaided the following:

Once a party has given the necessary discovery, the opposing party may

seek leave of Court to add claims or defenses for which it alleges consistent

with Fed. R. Civ. P. 11, that it has support, and such support shall be

explained in the motion seeking leave. Leave shall be liberally given where

prima facie support is present, provided that theyseks leave asoon

as reasonably possible following the opposing party providing the

necessary discovery.
(Id. at 1 A(1)(b).) The Order restated a September 1, 2018 deadline for the filing and
service of all motions that sought to amend the pleadingsamidparties. (d. at
1G(1)(A).)

Plaintiffs’ filed a motion to amend the Amended Complaint on August 31, 2018.
(Doc. No. 38.) It was ddfiert in almost every way. Plaintiffs’ counsel never even
attempted to meet and confer with Defendants’ counsel. They did not seek a hearing date

for the motionThey didnot file a memorandum of law. And, they did not submit a

redlined version of the proposed Second Amended Compl&aeeDc. No. 49, Defs.’
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Mem. of Law in Opp’n to Pls.” Second Mot. for Leave to File Second Am. Compl.
(“Defs.” Opp’'n”) 5-6 n.1) Plaintiffs’ moton was stricken on September 4, 2018. (Doc.
No. 38, text entry.) O®seytember 12, 2018, Plaintiffs’ counsel learned that their motion
had been stricken. (Doc. No. 45, Mem. of Law in Supp. of Pls.” Verified Second Mot. for
Leave to File Second Am. Compl. (“Pls.” Mem.”) Plpintiffs fileda second motion to
amend six days later on September 18, 2018, which is the motion presently before the
Court. (Doc. No43.) Despite their deficiencies being flagged, Plaintiffs’ counsel still did
not submit a redlined version of the proposed Second Amended Complaint, in violation
of Local Rule 15.1(a).
ANALYSIS

Plaintiffs contend that they timely moved to amend their Amended Complaint on
August 31, 2018, evethough the mtion was later strickeWhile it is true that
Plaintiffs’ counseldid notlearn that their motion had been stricken until September 12,
2018, due to the way it was docketed, there is no question that a motion—in compliance
with the Lacal Rules—was not filed by the motion deadline. Accordingly, in the Court’
view, Plaintiffs’ later filed motion, on September 18, 2018, should have included a
request for an extension to the deadline for amending pleadings pursuant to Local Rule
16.3. Local Rulel6, had it lren arguedwould have required Plaintiffs to “(1) establish
good cause for thproposed modification; and (@xplain the proposed modification’s
effect on any deadlines.” D. Minn. LR 16.3(b). The interplay between Federal Rule of
Civil Procedurel5(a) and Rule 16(b) is settled in this circuit. dlparty fles for kave to

amend outside of the court’s scheduling order, thiy panstshow cause to modify the
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schedule.’Popoalii v. Corr. Med. Servs12 F.3 488, 497 (8 Cir. 2009 (emphasis
added). To permit district courts to consider motionsamendpleadings under Rule
15(a) without regard to Rule 16(b) would render scheduling orders meaningless and
effectively . . . read Rule 16(b) and its good cause requirement out of the Federal Rules of
Civil Procedure."Sherman v. Winco Fireworks, In&32 F.3d 709, 716 (8th Cir. 2008)
(quotations omittedHere, Plainffs’ made no effort to satisfy Local Rule 16.3.

Even if Plaintiffs could satisfy Local Rule 16.3, or successfully argue that their
deficient—and stdken—motion was timely filed, Plaintiffs’ motion fails to satisfy even
the liberal standards of Rule 1%ederal Rw of Civil Procedure 15(a) provides that
leave to amend “shall be freely given when justice so requires.” The determination as to
whether to grant leave to amend is entrusted to the sound discretion of the tricdeeurt.
e.g, Niagara of Wisconsin Paper Corp. v. Paper Indus. Union-Mgmt. Pension B0ad
F.2d 742, 749 (8th Cir. 1986). The Eighth Circuit has held that “[a]lthough amendment of
acomplaintshould be allowed liberally to ensure that a case is decided on its merits, . . .
there is no absolute right to amenBerguson v. Cape Girardeau Coun88 F.3d 647,
650-51 (8th Cir. 1996 {tations omitted)Denial of leave to amend may be justified by
“undue delay, bad faith on the part of the moviagyp futility of the amendment or
unfair prejudice to the opposing partganders v. Clemco Indyu823 F.2d 214, 216 (8th

Cir. 1987) (citingFoman v. Davis371 U.S. 178, 182 (1962)).

1 Tellingly, a 24-line argument in PlaintiffdVl emorandum of Laivnever cites a
case oreven mentiogs the standard for granting a Rule 15 amendment in the Eighth
Circuit.
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Here, the Court finds undue del@faintiffs’ counsel candidly admittedand the
Court very much appreciates Plaintiffs’ counsel’s candor at the hearthgt Plaintiffs
had all of the information included in their proposed Second Amended Complaint,
includingthe information needed to complete Exhibitd the time the lawsuit was
commencedn September 2017. In other words, Plaintiffs’ propdSembnd Amended
Complaint is in no way tied to discovery Plaintiffs needed to obtain from Defendants or a
third paty. Plaintiffs’ counsel—again, candidly—offered no excuse for not including
these allegations and detail in their original Complaint, their first Amended Complaint, or
their Julyl, 2018 Claim Chart.

An amendment at this time will cause unfair prejudec®efendantsin addition
to setting the deadline for amending the pleadings, the Scheduling Order set deadlines for
the typical exchanges in patent cases. Significantly, the Scheduling Order set a July 1,
2018 deadline for Plaintiffs’ Claim Chart and August 1, 2018 deadline for Defendants’
responsive Claim Chna (Id.) As discussed iBreathableBaby, LLC v. Crown Crafts,
Inc.:

Requiring parties to identify and commit to theories of liability early serves

to focus discovery and to advance the efficient dispositidheo€aseThe

nature of a patent infringement claim or invalidity defense encourages

strategies to delay producing information through discovery or otherwise

until the opposing side has disclosed the basis for its claims, contributing to

lengthy delays ad high costs. One approach is for the court to require the

parties to submit detailed statements of their claims and defenses early in

the litigation either at the outset of the case, as part of a discovery

scheduling order,rpwhere the accesl product is unavailable or otherwise
not subject to examination, following limited discovery.



No. 12¢v-94 (PJS/TNL), 2014 WL 3928526, at {B. Minn. Aug. 12, 2014) (quotations
omitted).

The Local Rules for the District of Minnesota provide that “[u]nless the court
orders otherwise, the parties must use the Rule 26(f) Report and Proposed Scheduling
Order Form.” D. Minn. LR 26.1(b). The District of Minnesota provides a form
specifically for patent cases. THi@m includes the following:

(B) Plaintiff's claim chartmust provide a complete and detailed
explanation of:

(i) which claim(s) of its patent(s) it alleges are being infringed;

(i) which specific products or methods of defendant’s it alleges
literally infringe each claim;

(i) where each element of eachiah listed in paragraph
(e)(1)(B)(i) is found in each product or method listed in
paragraph (e)(1)(B)(ii), including the basis for each contention
that the element is present; and

(iv) if there is a cotention by plainff that there is infringement of
anyclaims under the doctrine of agalents, plaintf must
separately indicate this on its claim chart and, in addition to the
information required for literal infringement, plaintiff must also
explain each function, way, and result that it contends are
equivalent, and why it contends tlzatty differencesre not
substantial.

Plaintiff may amendks claim chart only by leave of the Court for good cause
shown.

Rule 26(f) Report and Proposed Scheduling Ofdlatent @ses) at T (e)(1)(B),

http://www.mnd.uscourts.gov/local_rules/forms/Rule26f-report-patent_casdsipdf

apparent that the parties used Bormand agreed in their Rule 26(f) Report that the

parties could amend their claim charts “only by leave of the Court for good cause


http://www.mnd.uscourts.gov/local_rules/forms/Rule26f-report-patent_cases.pdf

shown.” (Doc. No. 25, Rule 26(f) Report (quoting Rule 26(f) Report and Proposed
Scheduling Order (Patent Casas])] (ef1)(B)).)

Magistrate Juge Noel adopted the jointly proposed dates for patent exchanges
presented by the parties in the Court’s original Scheduling Order. The deadline for
Plaintiffs’ Claim Chat was July 1, 208. Defendard’ Claim Chart wasuke on August 1,
2018. No later thaforty-five days dter the receipt of PlaintiffsClaim Chart
DefendantsPrior Art Statement was due. This meant that Plaintiffs’ Prior Art Statement
would have been served mid-August. Other exchanges typical in patent cases were set in
the original and mended Scheduling Orders, including the deadlines fst of claim
terms, phrases, or clauses that each party cosdeshduld be construed by the Court.

Many of those dates have now passed.

Plaintiffs served their Claim Chart on June 29, 2018. (Doc. N&? Béfendants

served their responsive Claim Chart on August 1, 2018. (Doc. No. 50, Budd Decl. 9,
Ex. G.) In their response, Defendardsntified multiple deficiencies with Plaintiffs’
Claim Chart, including the failure to identify specificcused mducts; failure to identify
where each element of the claim is found; and failure to explain each function way, and
result that Plaintiffs contend are equivalent, and why any differences are not substantial.
(1d.)

Plaintiffs did not take any stepsamer their Gaim Chatt by leave of Court for

good cause showinstead, Plaintiffs waited about thirty days and filed their deficient

2 Plaintiffs unnecessarily filed thelaim Chart



motion to amend on August 31, 2018, seeking to include allegations of infringement of
claims4 and 5 in the body of a SecoAichended Complaint and incorporating a detailed
claim chart as Exhibit B to the Second Amended Complaint.

The Court agrees with Defendants that an amendment now will cause a delay in
the Court’s pretrial schedule. Specificalywill force Defendants to prepare a new
responsive @im Chart and potentially require rework Defendants’ Prior Art
Statementnot to mentiorother exchanges. AgaiR]aintiffs’ counsel candidly admitted
that they had all the information available to assert claims 4 and 5 preptre goroper
Claim Chart from thevery commenement of tle caseon Sptember 20, 2017 — now,
morethan fourteen months ago. At the hearing, Plaintiffs’ counsel also conceded that
their present motion to amemas triggered by the notice of deficiencies identified by
Defendants in their responsive Claim Chart in early August. Plaintiffs offer no
explanation for the delay. While the Court does not fioald‘faith on the part of the
moving party,” Plaintiffs’ delay combed withtheir deliberate litigation strategy does
not comport with their joint Rule 26(f) Report, theh®diling Orders, Rule 15 or Local
Rule 16.

The Court, however, is reluctant to complgtpreclude Plaintiffsfom litigating
merits of the case if the unfair prejudice caused by Ffainindue elaycan be
addressed, and where, in this instancayiuig the motion to amend could potentially
subject Defendants to another lawsuit. The Court finds that at this stage of this case the

resultingunfair prejudice can be sufficiently addressed with an award of reasonable



attorney fees to Defendants pursuant to 28 U.S.C. § 3182&Sherman v. Winco
Fireworks, Inc, 532 F.3d 709, 723-24 (8th Cir. 2008) (stating $§ha927“authorizes a
district court to require an attorney to reimburse the excess costs and attorney’s fees
reasonably incurred by the opposing party as a result of an attorney’s unreasonable and
vexatious multiplication of the proceedings” (quotations and alterations omitted)).
Section 1927 provides:
Any attorney or other person admitted to conduct cases in any court of the
United States or any Territory thereof who so multiplies the proceedings in
any cas unreasonably and vexatiously may be required by the court to
satisfy personally the excess costs, expenses, and attorneys’ fees reasonably
incurred because of such conduct.
28 U.S.C. § 1927. “Courts have interpreted this statute to warrant the award of fees when
attorney conduct, viewed objectively, manifests either intentional or reckless disregard of
the attorney’s duties to the cotirLee v. L.B. Sales, Incl77 F3d 714, 718 (8th Cir.
1999) (quotations omitted) (reviewing magistrate judge decision, affirmed by the district
court, to award sanctions unde927 but remanding for further findings of fact).
When awarding costs and fees under 8 1927 as a sanction, the court must enter

findings of fact.See id(“A district court must enter findings of fact in ruling on a motion

for sanctions.”). These fact findings “ensure that the sanctions address the excess costs

3 The Court recognizes that the payment of attorney fees alone to defend amended
allegations may somiatesnot satisfy a showing of unfair prejudice. To be clea, th

unfair prejudice is not simply # Defendants W incur costs due toegonding tothe

Second Amended Complaint and amendeath chart but thatDefendants will suffer

unfair prejudice because Plaintiffs have now caused undue delay in the litigation
disruptirg everyday businesgithin the Defendant companies, and forcing the

Defendants to respond to shifted theori€eeDoc. No. 49 Defs.” Opp’'n 11.)
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resulting from the misconduct, provide the sanctioned party an adequate opportunity to

respond, and facilitate meaningful appellate revidd..”

Here, the Countnakesthe following findings of fact:

Plaintiffs had all the information included in their proposed Second
Amended Complaint, includingpe information needed to congié

Exhibit B, at the time the lawsuit was commenced in September 2017. In
other words, Plaintiffs’ proposed Second Amended Complaint is in no way
tied to discovery Plaintiffs needed to obtain from Defendants or a third

patty.

Plaintiffs had all of the information available to prepare a compliant initial
Claim Chart pursuant to the Scheduling Order, and failed teessvroper
Claim Chart by their deadline.

Plaintiffs delivered a deficient Claim Chart, forcing Defendants to rely on a
deficient Claim Chart in order to prepare Defendamsponsive Cla

Chart. The Court has reviewed Plaintiffs’ initial Claima@rand finds that

it did not include the content required pursuant toStleeduling Order.

Plaintiffs should have been aware that their Claim Chart was deficient, but
wereawareof the deficiencies in their Claim Chart at least by August 1,
2018.

Defendants wexforced to rely on a deficient Claim Chart whenganeng
their Pria Art Statement;

Plaintiffs never took any steps to seek leave of Court to amend their
deficient Claim Chart as they had agreed to in their Joint Rule 26(f) Report
and as is the practice in this District if amendments to patent excheneges
sought.

Instead & seekng leaveto amend the initial Claim Chart, Plaintiffs
prepared a more detailed Claim Chart as an attachment to the proposed
SecondAmended Compiat.

On the last day before motions to amend the pleadings were due, and
without making any attempt to meet and confer with Defendants, Plaintiffs
filed a motion to amend their Amended Complaint on August 31, 2018. The
Court reviewed the motion and determined that it clearly failed tgplgom
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with the Local Rules. It was theretogricken on September 4, 2018;
however, due to a docketing error, Plaintiffs’ counsel were not made aware
of this until September 12, 2018.

Plaintiffs then filed a second motion to amend their Amended Complaint on
September 18, 2018. Not informing the Court of any urgency, a hearing
was set for November 13, 2018 and then rescheduled fomNmerel 9,

2018.

Allowing an amendment now means that claims that coale siginally
been included are asserted more than one year after the litigation
commenced

At the hearing, Plaintiffs’ counsel candidly admitted they had no excuse for
failing to include the additional assettelaimsin their pleadings or in a
compliant daim Chart when originally filed or when the Claim Chart was
originally dueon June 1, 2018.

The deadlines for thigpical patent exchanges have now passed.

Plaintiffs should have prepared a proper initial Claim Chart to begin with.
Plaintiffs should havémmediately saght leave to amend their initial

Claim Chart when thegeceivednotice from Defendants of the deficiencies
on August 1, 2018. Plaintiffs should not have waited about ttiaygto

file a deficient motion to amend on August 31, 2018, meanwhile forcing
Defendants to rely on a deficient @aChart to prepare Defendants’
Response andrior Art Statement.

If the Court allows Plaintiffs’ to file their proposed Second Amended
Complaint and an amended Claim Chart, Defendants will need to redo their
work on their responsive Claim Chart and Prior Art Statement, and
reconsider positions on claim constructitins also possible, but not
certain,that discovery is implicated.

Plaintiffs’ and their counsel’s conduct, while not dishonest, was
unreasonable and vexatious.

To address the unfair prejudice caused by this conduct, an award of
attorneys’feesto Defendants for reworking their responsive Claim Chart,
Prior Art Statement, and consideration of claim construction positions is
warranted.
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Plaintiffs’ and their counsel's cdoict meetshe stadard seforth in 28 U.S.C.
§ 1927¢
ORDER
For the ea®ns stated above, abdsedn the file, recordsand proceedings
herein,IT IS HEREBY ORDERED that:
1. Plaintiffs’ Verfied Second Motion for Leave to Figecond Amended
Complaint (D@. N0.43) isGRANTED, subject to the following conditions:

a. Plaintiffs must file tieir Seond Amended Complaint Hyecember
6, 2018 If they do so, Defendants’ Answesr dueon January 18, 2019

b. Plaintiffs’ Exhibit B will be acepted as Plaintiffs’ mendel Claim
Chart.

C. Defendantsnay submitan affidavit supporting the reasonable
atorneys’feesincurred with updating their patent excharig@gMarch 15, 2019
Defendants are advised that this submission will be carefully scrutinized for
reasonableness.

d. If any depositions need to be re-takdue to the amendments

4 Black’s Law Octionary defires“vexatious” as “wihout reasomable orprobable

cause or excuse; harassing; annoyidgXatious Black’s Law Dictionary (10th ed.
2014). Plaintiffs’ conduct—again not arising to bad faith—meets the definition of
vexatious.

5 This should not includiesor costs incurred with preparingetinswer to the

Second Amended Complaint, unless the work involved in preparing the Answer directly
relates to responding to the Claim Chart attached as Exhibit B to the Second Amended
Complaint.
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allowed by this Order, Defendants must inform the Court in a supplemental
submission to be filed no later thBxecember 24, 2018 The Court reserves the
right to awardattorney fes and expenses related to these depositions,aupon
request made by Defendants after the depositions and upon a showing of
reasonableness. This request must be made witiaheh 15, 2019submission
referenced above.

2. A Second Amended Pretrial Scheduling Order will be issued separately.

Date:November 302018

s/ Becky R. Thorson
BECKY R. THORSON
United States Magistrate Judge
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