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bvations, LLC v. Chas A. Blatchford & Sons, Ltd. et al

UNITED STATESDISTRICT COURT
DISTRICT OF NEVADA

FREEDOM INNOVATIONS, LLC, a
Delaware limited liability company,

Plaintiff,

VS. 2:14-cv-01028-RCJ-CWH

ORDER
CHAS. A. BLATCHFORD & SONS,
LTD., an English entity, and
BLATCHFORD PRODUCTS, LTD., an
English entity,

Defendants.

N N N N N N N N N N N N N N

This case arises out of Plaintiff's use @thnology that Defendanddiege violates their
patent. Plaintiff brought this action seekendeclaratory judgmetf non-infringement.
Currently pending before theoGrt is Defendants’ Motion tBismiss (ECF No. 14) and
Plaintiff's Motion to Enjoin Prosecution (EQ¥o. 20) of a later filed case by Defendants in
another jurisdiction. For theasons contained herein, Dedants’ motion is GRANTED and
Plaintiff's motion is DENIED as moot.

. BACKGROUND

Plaintiff is a limited liability company orgazed under the laws @elaware with its

principal place of business in Irvine, Califan{Carkhuff Decl. § 2, ECF No. 21). Its busing

deals with designing and prodagilower limb prostheticsid.  3). Plaintiffs manufacturing
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done in Utah.I€¢l. 1 4). Plaintiff holds a number of pate and owns over twenty product brapds

related to prosthetiobt/ankle systems, including the KINTERRA® brand. { 3).

Defendants Chas. A. Blatchford & SonsdLand Blatchford Products, Ltd. are both

entities organized under the laws of the Uniteddgdiom with their principggplaces of business

located in Basingstoke, Hampshire, Unitedi¢dom. (Blatchford Decl. { 1, ECF No. 15).
Defendants have no facilities in Nevada nor aeg tlegistered to do busss within the state.
(Id. 1 4). Neither Defendant sells distributes products directly trelated third parties with
the United Statesld.). Defendant Blatchford Productgd. holds United States Patent No.
8,574,312 (“the ‘312 patent”), which covers theida for a certain praisetic foot/ankle
assembly.Ifl. 1 3). This patent is exclusively lieged to Blatchford, Inc., a wholly-owned
subsidiary of Defendant Chas. A. Blatchford & Sons in the United Stide$.§). Blatchford,
Inc. is a Delaware corporation with its kdeaarters and facilities in Miamisburg, Ohitd.(] 5).
Blatchford, Inc. is not a dendant in this case.

The ‘312 patent issued on November 5, 2@ft&r which Defendants contacted Plain
stating their belief that the KINTERRA® systartilized features of the ‘312 patend.(] 7).

The parties conferred on the matter by ledted telephone until they eged to a face-to-face

n

[iff

meeting to discuss a potentii@ense agreement on February 5, 2014, when both parties would

have representatives attending the Hanger EucBair and National eting (“Hanger Fair”

a tradeshow for the medical device industry, in Las Vegas, Nevdd&f 8—9; Carkhuff Decl.

1 7). Blatchford, Inc. also attended the Harfegar and made presentations to the participants.

(Id. 1 12). While in Las Vegas, the parties@vanable to reach a nually acceptable licensin
arrangement. (Carkhuff Decl. 12)he parties met two more timesNew York to negotiate 3

potential licensing agreementd (] 13). When the parties failed to reach an amicable solu
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Plaintiff filed this declaratoryjudgment action in the District ddevada and Defendants filed &

patent infringement suit in the Southern Datof Ohio. Defendats seek dismissal of

Plaintiff's case under Rule 12(b)(2) for lackpErsonal jurisdiction. Plaintiff opposes that

motion and requests that this Court enjoinghesecution of the Ohio infringement suit on the

grounds that it was filed afténis case.
. DISCUSSION

When evaluating personal jurisdictionan action seeking dexrlatory judgment of

patent non-infringement, the coapplies the Federal Circuit's case law rather than the cage law

of the regional circuitAvocent Huntsville Corp. v. Aten Int'l C&52 F.3d 1324, 1329 (Fed. Cir.

2008). As a procedural matter, when ruling on dionao dismiss, the district court must ac¢ept

“the uncontroverted allegatioms the plaintiff’'s complaint as true and resolve any factual
conflicts in the affidavits in the plaintiff's favorBlecs. for Imaging, Inc. v. Coyl840 F.3d
1344, 1349 (Fed. Cir. 2003). Accordingly, if there discrepancies in the facts relating to
personal jurisdiction, the Court must resothem in Plaintiff's favor.

The “constitutional touchstone” for persbpaisdiction is “whether the defendant
purposefully established ‘minimupontacts’ in the forum StateBurger King Corp. v.
Rudzewicz471 U.S. 462, 474 (1985) (quotihg’l Shoe Co. v. Washingtp826 U.S. 310, 316
(1945)). Personal jurisdiction may be either gaher specific. General personal jurisdiction
requires “the defendant hatentinuous and systematic’ caats with the forum state and

confers personal jurisdiction even when theseanf action has no relationship with those

contacts.”Silent Drive, Inc. v. Strong Indus., In826 F.3d 1194, 1200 (Fed. Cir. 2003) (quoti

Helicopteros Nacionales de Columbia, S.A. v. H&6 U.S. 408, 414-16 (1984)).

ng
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Here, Defendants clearly are not subjeaédaeral personal jurisdiction in Nevada.

Nothing in the record indicates that eithef@wealant conducts business anywhere in the United

States. The fact that the Detlants are not licensed to do bussmé Nevada is also indicativ
of the lack of general personal jurisdicti@ee Helicopterqst66 U.S. at 416 (rejecting
plaintiff's assertion of personalrisdiction where the defendant was not licensed to do bus
in the forum state and did not have a place oinass there). Blatchford, Inc.’s status as
Defendants’ subsidiary can also not genegateeral personglirisdiction over Defendants in
this case because Blatchford, Inc.’s allegetivities in Nevada arnot “so continuous and
systematic as to render [Defendams$entially at home in the [] stateDaimler AG v. Bauma

134 S. Ct. 746, 761-62 (2014) (citation omitted) (hajdhat an out-of-state defendant was

subject to general personal juiiiibn when its subsidiary was itlger incorporated in the forum

nor had its principal place of business thefH)erefore, if Defendanire subject to personal
jurisdiction in this forum, it must be based on spegifresdiction.

A district court may exercise specific jsaliction over a defendatif the cause of actio

‘arises out of’ or ‘relates to’ thdefendant’s intate activity.”Burger King 471 U.S. at 472-73.

“Determining whether personal jurisdiction existger an out-of-state éendant involves two
inquiries: whether a forum state’s long-arm statute permits service of process, and whetk
assertion of personal jurisdioti would violate due processriamed Corp. v. Kuzmak49 F.3d
1356, 1359 (Fed. Cir. 2001). Nevada’s long-ataiute, NRS 14.065, reaches “the outer lin
of federal constitutional due proces€értain-Teed Prods. Corp. 8econd Judicial Dist. Coy
479 P.2d 781, 784 (Nev. 1971). Accordingly, in ttase the specific jurisdiction analysis is
compressed into a single inquiry of wihet it comports with due proce$xatent Rights Prot.

Grp., LLC v. Video Gaming Techs., In603 F.3d 1364, 1370 (Fed. Cir. 2010).
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To determine whether exercising personasgliction over a partidar defendant woulg
violate due process, the courfpdips a three-prong test thakasvhether: “(1) the defendant
purposefully directed its &ities at residents of the forum,)(the claim arises out of or relatg
to those activities, and (3) assertion ofspmal jurisdiction is reasonable and fair.”
Autogenomics, Inc. v. Oxford Gene Tech.,15386 F.3d 1012, 1018 (Fed. Cir. 2009) (quoting
Breckenridge Pharm., Inc. v. Metabolite Labs., |dd4 F.3d 1356, 1363 (Fed. Cir. 2006)).
“The first two factors correspond withe ‘minimum contacts’ prong of tHaternational Shoe
analysis, and the thiré¢tor corresponds with thiir play and substantigustice’ prong of the
analysis.”ld. at 1019 (citations omitted).

A. Purposeful Direction and Relation

Under the first two prongs of the analysijghe relevant activities are those the
defendant ‘purposefully directs . . . at the forwhich relate in some material way to the
enforcement or the defense of the patemd.”at 1020 (quotin\vocent 552 F.3d at 1336).
Indeed, a declaratory judgmentian “neither directlyarises out of narelates to the making,
using, offering to sell, selling, or importing of arguably infringing products in the forum, by
instead arises out of or relates to the activitiehefdefendant patenteednforcing the patent
patents in suit.’Avocent 552 F.3d at 1332. Thus, “the mere sale of defendant’s products
whether covered by the patentssint or not—is not sufficiertb establish specific personal
jurisdiction in a declaratory judgment suitd. at 1338. Likewise, “cease-and-desist”
communications alone are generally insufficientreate specific personal jurisdiction even
when directed at a forum, regardless of whether they are transmitted by letter, e-mail, or
person negotiation&utogenomics, Inc566 F.3d at 1019 (looking for contacts beyond

face-to-face licensing negdtians held in the forum to edtlish personal jurisdiction). The
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“policy considerations unique to the pateahtext” require that a patentee be afforded

“sufficient latitude to inform others of its patenghts without subjectingself to jurisdiction in
a foreign forum.”Avocent 552 F.3d at 1333 (citation omitted)Grounding personal jurisdictig
on such contacts alone would not gaort with principles of fairnessRed Wing Shoe Co. v.

Hockerson-Halberstadt, Inc148 F.3d 1355, 1361 (Fed. Cir. 1998).

However, when cease-and-desist communications are coupled with “other activities’ that

relate to the enforcement or ttefense of the validity of thelesrant patents,” the assertion of

personal jurisdiction is warranteflvocent 552 F.3d at 1334. “Examples of these ‘other
activities’ include initiating judicial or extrasdicial patent enforceméewithin the forum, or
entering into an exclige license agreement or other urtdking which imposes enforcement
obligations with a party residing eegularly doing business in the forunhd’; see also
Breckenridge444 F.3d at 1366 (stating that a defendaaay be subject to personal jurisdictic
in a forum if the exclusive licensee “with which it has established a relationship is not
headquartered in the forum state, but tlo@less conducts business there”).

With this standard in mind, the Coumdis that Defendants have not purposefully

n

directed enforcement activities at Nevada. sfsted, Defendants themselves do not do business

of any type in Nevada. The sum of Defendaattions within the forum includes only the
meeting with Plaintiff in Las Vegas and arckisive licensee relationship with a party that
allegedly conducts business in Nevada. (Carkbeffl. § 12; Pl.’s Opp’n to Defs.” Mot. to
Dismiss 4-5, ECF No. 19). The meeting irs\&egas alone cannot tiee basis for personal
jurisdiction in this declaratgrjudgment action. The purposetbé meeting was to discuss th
alleged infringement and potentially negotiate a licensing agreement. (Carkhuff Decl. 1 9

is the type of cease-and-desist communicatioasttte Federal Circuit holds does not alone

). This

give
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rise to personal jurisdictiokee, e.g Autogenomics, Inc566 F.3d at 1019 (finding that in-

person licensing negotiations alond dot create specific jurisdictiorfpilent Drive 326 F.3d &
1202 (holding that “letters threatening suit for patafringement sent tthe alleged infringer K
themselves” do not create personal jurisdicti®®®gd Wing Shqod 48 F.3d at 1359-60 (noting
that even an offer for a license within a ceasg-@esist letter sent to the forum does not alo

create specific jurisdiction);.

Py

The Court then must determine whethefddeants’ exclusive licensing agreement wjith

Blatchford, Inc. constitutes “othactivities” as defined by the FadéCircuit. Inthis situation,
“the crux of the due process inquiry” focuseslom patentee’s relationship with the exclusivg
licensee “headquartered or doimgsiness in the forum statefidirequires a “close examinatig
of the license agreemenBreckenridge444 F.3d at 1366. In partieul “the license agreeme
[must] contemplate a relationghibeyond royalty or cross-licengj payment, such as granting
both parties the right to litigate infringement cagegranting the licensor the right to exercis
control over the licensee’s saler marketing activitiesfd. “[W]hen the patentee enters into
exclusive license or other obligati relating to the exploitation t¢fie patent by such licensee
contracting party in the forum, the patenteedntractual undertalg may impose certain

obligations to enforce the patent against infringddg such conduct, the patentee may be s3
purposefully avail itself of the fam and to engage in activity that relates to the validity ang
enforceability of the patentAvocent 552 F.3d at 1336. However, even if a patentee-licens
relationship exists, the “purposdlfy directed prong of the mimum contacts analysis require
[the court] to critically examim the roles” of each entity in the forum because the only cont
that are relevant “are those that relate in somaterial way to the enforcement or the defens

the patent[] at issue.Id. at 1338.
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Here, the existence of a continuous relaghip between patentaad exclusie licensee
is not disputed since Blatchford, Inc. is Defendastibsidiary. Blatchfat, Inc. is not, howeve
a resident of Nevada, which means that if the Beerrelationship is toe the basis of specific
jurisdiction over Defendants, it must be becasisechford, Inc. regularly does business in th
forum. See Avocenb52 F.3d at 1334. Plaintiff’'s complaiconsists of unsupported conclusd
statements that “Defendants have conductethbss in and directed to Nevada” and “have

engaged in various acts in and directed tedde, including attendance at and promotion of

=
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y

products at tradeshows in Las Vegas.” (Corfifd, ECF No. 1). The complaint never mentipns

Blatchford, Inc. or its status as the exclusiverigee of the ‘312 patent. Moreover, Plaintiff's

complaint and the declarations submitted in response to this motion fail to allege any
enforcement efforts in Nevada by any of the &i&brd entities beyond the Las Vegas meetif
Further, Plaintiff's Opposition does not diss any specific actions directed at Nevad
other than arguing that “[tjhere can be no questibat Blatchford, Inc.’s attendance at the
Hanger Fair in Las Vegas constitutes businessites. (Pl.’s Opp’n to Defs.” Mot. to
Dismiss 4). Yet, Plaintiff does not mention whether Blatchford,dansistently attends
tradeshows in Las Vegas. On these faces(burt cannot concludkat Blatchford, Inc.
regularly does business in the forum or that it hagaged in any sort of enforcement activity
the forum.See Avocenb52 F.3d at 1338 (finding plaintif’complaint “fatally deficient”
because it did not explicitly identify the dafiant’s domestic subsidiary that allegedly
conducted business in the forum stat explain the relationship teeeen the entities, but inste
the complaint merely alleged that the defendangtaged in unspecified sales and marketing

activity through agents or affiliates).
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Plaintiff contends thahis case is analogousBoeckenridgevhere the Federal Circuit
reversed the district court’s finay that it did not have personatisdiction over a defendant.
In that case, the plaintiff sued two out-oétet defendants seeking a declaratory judgment o
non-infringement where one defendant was themdolder and the loér was the exclusive
licenseeBreckenridge444 F.3d at 1359-60. The defendantsdead letters to the plaintiff's
customers advising them of thet@at holder’s rights and urging themseek legal advice bef
distributing any generic eqealent of the drug coverday the patent at issukgl. at 1360. The
court held that personal juristimn was appropriate over the patté@older because the exclus
licensee conducted business in the forum and the license agreement resulted in an on-g
relationship between the patdrdlder and the licensekel. at 1367—-68.

Breckenridgas distinguishable from the presensean at least two important ways.
First, inBreckenridgahe patent holder and theatxsive licensee collaborated in their effortg
enforce the patent by jointly sending out letteyarning customers @tential infringing
activities. Here, on the other hand, nothing miicord shows Blatchford, Inc. working with
Defendants to enforce the ‘312 patent. Thossgmt at the Las Vegas meeting were Steph¢
Blatchford, CEO of Defendant Chas. A. Rliatord & Sons, Mir Saeed Zahedi, Defendant
Blatchford Products’ head of research andeligoment, and Plaintiff’'s representatives.
(Carkhuff Decl. § 12). The recodibes not indicate that Blatchéhrinc. was also represented
the meeting or that it participated in thésequent licensing negdi@ns between Defendants
and Plaintiff. The Court acknowledges ttia close relationship between Defendants and
Blatchford, Inc. could logically mean that Stephen Blatchford’s presence at the meeting ¢

to representation of all Blatchfoahtities. However, Plaintitfioes not make this argument a

the Court cannot simply assurmat it is accurate. Second,Bneckenridgehe plaintiff brought
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the declaratory judgment lawsuit in its “home” statn this case, nanly are Defendants and
Blatchford, Inc. not organized or located in Nevada, but neither is Plaintiff. Therefore, th
Court finds that Defendants have not purposefiifgcted enforcement efforts at Nevada by
entering into an exclusive licensingragment with Blatchford, Inc.

B. Reasonablenessand Fairness

Since the Court finds that this cause of@cttioes not arise out of or relate to sufficig
enforcement activities directed at Nevada by Deéénts or Blatchford, Inc., it need not addrg
the third prong of the specificpgdiction analysis. The Court rest, however, that the facts a
alleged disfavor a finding of reasonableneass fairness in subjectingefendants to personal
jurisdiction in this forum. A court should be wyaof exercising persongirisdiction where “the
plaintiff's interest and the state’s interestaidjudicating the dispute in the forum are so
attenuated that they are clearly outweighed bythden of subjecting the fimdant to litigatio
within the forum.”Patent Rights Prot. Grp603 F.3d at 1369 (citinBeverly Hills Fan Co. v.
Royal Sovereign Corp21 F.3d 1558, 1568 (Fed. Cir. 1994)). Here, Nevada does not hay,
particular interest in the litagion. None of the parties axevada corporations or have
headquarters in the state, ddefendants are not licensed to do business here. Defendant
exclusive licensee is also not imporated in the forum nor doeshiave headquarters in the st
Whether Plaintiff is or is not fringing Defendants’ pat# is thus not a mattef special conce
to Nevada. Moreover, Plaintiffas offered no reasons why Nevasléds preferred forum to se
a declaratory judgment. Presumably it is beeahis is the forum closest to Plaintiff's
headquarters that Plaintifbald genuinely argue has persbpaisdiction over Defendants.

(Carkhuff Decl. § 11). These facts indicatattRlaintiff's and the state’s interests in
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adjudicating this case in Nevada are quitenaidded, while the burden on Defendants to def
themselves in the forum could be considerable.

Therefore, Defendants’ motion tosdiiss is GRANTED without prejudice.

CONCLUSION

IT IS HEREBY ORDERED that Defendantdglotion to Dismiss for Lack of Personal
Jurisdiction (ECF No. 14) iSRANTED without prejudice.

IT IS FURTHER ORDERED that Plaintiff’'s Mmn to Enjoin Prosecution (ECF NO. |
is DENIED as moot.

IT 1S SO ORDERED.

Dated: October 15, 2014 .
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