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-V- : OPINIONAND ORDER

PILEPRO, LLGC

Defendant.

JESSE M. FURMAN, United States District Judge:

This bitter patent suit involves two manufacturers of sheet pile wall sysidnac$, are
often used to construct temporary walls to retain soil or wékintiff Skyline Steel, LLC
(“Skyline™) suesDefendant PilePro, LLC (“PilePro”), seekiagleclaration that it has not
infringed one of PilePro’s patents atiét the patent is invaljchs well aslamages under the
Lanham Act15 U.S.C. 8 105%t seqand state law in connection with accusatiBiiePro
made— in lettersto potentialcustomerand on a website -that Skyline was infringing its
patent. Since October 23, 2014, the parties collectively have filed atdeashmajor
substantive motions (and various othess substantiapplications).This Opinion and Order
addressethe final two:(1) Skyline’s motion for partial summary judgmearid (3 Skyline’s
motion for spoliation sanctions. In addition, both parseskpermission to file certain materials
relating to the two mtons under seal or in redacted form.

For the reasons explained beldskyline’s motion for partial summary judgment is
GRANTED with respect to its noninfringement claim and DENIED as to its other clamasits

motion for spoliation sanctions is GRANTED. Further, although PilePro has not esfjitest
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PilePro is GRANTED summary judgment on the question of bad faith with respecst@m
Skyline’s claims.
BACKGROUND

The following facts, drawn from the admissible materials submitted by the prtles
materials of which the Court may take judicial natiaee undisputed except where not&ee
Vermont Teddy Bear Co. v. 1-800 Beargram, @@ F.3d 241, 244 (2d Cir. 2004T.his case
concerns sheet pile wall systengheet piles are “long structural wall sections with a vertical
interlocking systenthat creates a continuous Wathat can be used to retain soil or watd?l. (
Skyline Steel, LLC’s Statement Undisputed MaikFRacts Pursuant Local B6.1 (Docket No.
104) (“Pl.’s SUF”) 11 34, Def.’s Responsive Claim Construction Br. (Docket No. 59)
(“PilePro’s Claim ConstrBr.”) 1, 5) The wall sectionsare held togethdyy longitudinal
grooves calledinterlocks.” (Pl.’s SUF1 3-4. How well the interlock function is critical; f
the connections between sheet piles are togeldfor example, there may be “seepage” or forces
may not be distributed evenly throughout the wall. (PilePro’s Claim Constr. Br. 2-3

Both Skyline and PilePro sell sheet pile components, including connectors. (PlL.¥ISUF
8-10). PilePro owns United States Patent No. 8,556,543 (the “’543 Patent”), which was issued
on October 15, 2013. (Pl.’s SUF 1Y 11-12). That patent, which contdynsetiod claims,
covers a particulavay of making sheet pile wall components with at least one interlock. (Pl.’s
SUF 11 1415). To the extent relevant here, the method consists of two gef®oducing a
preliminary product through forming, wherein a material accumulation isfbdaring the
forming of the preliminary product at a section that is to be provided with thesablea
interlock while the remaining section is free of material accumuldtaod (2) “shapeutting

the at least one interlock at a section of the preliminary product that is to beegrath the at



least one interlock. (Decl. Jenna Logoluso Supp. Skyline Steel, LLC’s Mot. Partial Summary
Judgment (Docket No. 105) (“Logoluso MSJ Decl.”), Ex.’843 Patent”) at 56).

Notably, to obtain the '54Batent PileProhad to distinguishraearlier patent, the
“Hermes IPatent. That patensimilarly covers a sheet pile wall component with material
accumulationbut it describesan invention withmaterial accumulation all along the flange, not
just at “a section . . that is to be provided with the . . . interlock.” ('543 Patent 5A8
discussed in more detail below, PilePro went back and forth witlrilied States Patent and
Trademark Office (PTO’) several times in order to differentiate its proposed patent from
Hermes I. As a result of that back and forth, PilePro addegbkinase‘'while the remaining
section is free of material accumulation” topt®posed claim description. (Logoluso MSJ
Decl., Ex. 28, at 2). PilePro explained thapatentthus differentiatedbetween thenterlockat
the longitudinal edge artie remaining sectiah (Id. at 8 (emphaseadded)).

Skyline is the distributor of a sheet piling system, called the “HZM System,” wdich
manufactured by ArcelorMittal Commercial RPS (“ArcelorMittal”). (Pl.’sFS{U8).
ArcelorMittal isalso the owner of the Hermes | PaterRl.’¢ SUF  117. Just eight days after
the '543 Patenissued, Skyline received a lkettfrom PilePro stating that the '54atent “may
cover’ the HZM System. (Pl.’'s SUF50). PilePreent similar letters to sevead Skyline’s
potential customers- including one contractor that had already entered ioctimaract with
Skyline to purchase the HZM Systemwarning them that PilePro would seek to hold them
liable for any damages to which it may be entitled. (Pl.’s SUF $98556-57, 60-61). Further,
from approximatelymid-November 2013, through January 24, 2014, PilePro posted a warning
on a public website that it operates, www.isheetpile.tbm “Website”) stating that the HZM

System “infringes a U.S. Patent owned by PilePro, LLC.” (Pl.’s SUF6{T8, 81).



Skyline filed this action on November 15, 2013, seeking a declaration that the HZM
System does not infringe the '543 Patent and that the '543 patent is invalid. (Docket 8a. 1)
December 202013,it amended the Complaint to add Lanham Act and state law claims. (Docket
No. 3). In July 2014RilePro filed a motion to dismigsmsed on an unconditional covenant not
to sue it had granted Skyline, which it argued deprived the Court of jurisdiction. (Dazkag N
seePilepro’s Mem. Law Supp. Mot. To Dismiss Counts One & Two Skyline’s First@ompl.
(Docket No. 39) 1). In response, Skyline filed a Second Amended Complaint (Docket No. 58)
(the “Complaint”) and PilePro filed a second motion to dismiss (Docket No. 62). On September
23, 2014, after a claims construction hearing, the Court adopted Skyline’s proposemaefini
“material accumulation” as “material giving the sheet pile component a thickiezderghan at
its least thickness'T{ocket No. 89 (“Hearing Tr); at59-60; Opening Claim Constr. Br. PI.,
Skyline Steel, LLC (Doket No. 54) (“Skyline’s Claim Construction Br.”) 13), and PilePro’s
definition of “free of material accumulation” as the phrase’s “plain and ordmaaning”
(Hearing Tr. 6566; Def.’s Responsive Claim Construction Br. (Docket No. 59) (“PilePro’s
Claim Castruction Br.”) 24). The Court also denied PilePro’s motion to dismiss, and granted
Skyline permission to file an early summary judgment motion. (Docket8884, 89).

Skyline filed its motion for partial summgajudgment on October 23, 20{@ocketNo.
102), and its motion for spoliation sanctions on November 8, 2014 (Docket No.Ti&O)atter
did not become fully submitted until March 26, 2015 (Docket No. 267); and on April 10, 2015,
at the Court’s direction, the parties filed supplemental memoranda of law watdcttés both

motions. (Docket Nos. 277, 280).



DISCUSSION

As noted, Skyline brings two motions. First, it seeks summary judgment widttesp
its declaratory judgment claim of noninfringement andhe issue of bad faith, which is
relevant to various claims. Second, it seeks spoliation sanctioRgeBro’s alleged failure to
preserve certain electronically stored informatide Courtwill begin with Skyline’s motion
for partial summary judgmentefore turning tahe motion for spoliation sanctions.
A. Skyline’s Motion for Partial Summary Judgment

Summary judgment is appropriate where the admissible evidence and thegsleadin
demonstrate “no genuine dispute as to any material fact and the movant is entittiephter as
a matter of law.” Fed. R. Civ. P. 56(a). A dispute over an issue of material fatieges
genuine if the “evidence is such that a reasonable jury could return a verdiet honmoving
party.” Anderson v. Liberty Lobby, Inet77 U.S. 242, 248 (198&¢cordRoe v. City of
Waterbury 542 F.3d 31, 35 (2d Cir. 2008). The moving party bears the initial burden of
demonstrating the absence of a genuine issue of materiaBeetCelotex Corp. v. Catref77
U.S. 317, 325 (1986 In ruling on a motion for summary judgment, all evidence must be viewed
“in the light most favorable to the non-moving part@yerton v. N.Y. State Div. of Military &
Naval Affairs 373 F.3d 83, 89 (2d Cir. 2004), and the court must “resolve all ambiguities and
draw dl permissible factual inferences in favor of the party against whom sumutigment is
sought,”Sec. Ins. Co. of Hartford v. Old Dominion Freight Line, Ii3@1 F.3d 77, 83 (2d Cir.
2004). To defeat a motion for summary judgment, the non-moving pasgtadvance more
than a “scintilla of evidenceAnderson477 U.S. at 252, and demonstrate more than “some
metaphysical doubt as to the material fadtédtsushita Elec. Indus. Co. v. Zenith Radio Corp.

475 U.S. 574, 586 (1986). The non-moving party “cannot defeat the motion by relying on the



allegations in [its] pleading or on conclusory statements, or on mere assertt@fSdhuaits
supporting the motion are not crediblesottlieb v. Cnty. of Orangé4 F.3d 511, 518 (2d Cir.
1996) (citation omitted). Affidavits submitted in support of or in opposition to summary
judgment must be based on personal knowledge, must “set forth such facts as would be
admissible in evidence,” and must show “that the affiant is competent to testiéyrtatters
stated therein."Patterson v. Cnty. of Oneidd75 F.3d 206, 219 (2d Cir. 2004).

1. Noninfringement

As noted, Skyline moves first for summary judgment on its declaratory judgraént cl
of noninfringement. To determine whether a patent has been infringed, a court “first construes
the claims and then determines whether every claim limitation, or its equivalenidsifothe
accused device.Roche Palo Alto LLC v. Apotex, In631 F.3d 1372, 1377 (Fed Cir. 2008).
Further, ‘dl the limitations of a clan must be considered meaningfl ERBE Elektromedizin
GmbH v. Canady Tech. LL.629 F.3d 1278, 1286 (Fed Cir. 2018hd the patentee has the
burden of proofMedtronic, Inc. v. Mirowski Family Ventured,C, 134 S. Ct. 843, 846 (2014
Summary judgment with respect to a claim of noninfringement “is appropriate Wieepatent
owner’s proof is deficient in meeting an essential part of the legal staiodanétingement,
since such failure will render ather facts immaterial. Telemac Cellular Corp. v. Topp
Telecom, In¢.247 F.3d 1316, 1323 (Fed. Cir. 200dg¢ also, e.gNovartis Corp. v. Ben Venue
Labs., Inc, 271 F.3d 1043, 1046 (Fed. Cir. 2001) (“Since the ultimate burden of proving

infringement rests with the patentee, an accused infringer seeking sumngangfuaf

1 Skyline argues in its memorandum of law that Pileire waived any right to bring an
infringement claim against Skyline. (Pl. Skyline Steel, LLC’'s Mem. LappSMot. Partial
Summary Judgment (Docket No. 103) (“Pl.’s Mem.”))7-&hat argument isoth unripe
(because PilePro has not atteetpto bring any such claim) and moot (because of the Court’s
conclusion on Skyline’s noninfringement claim), so the Court neeckaoh it here



noninfringement may meet its initial responsibility. by showing that the evidence on file fails
to establish a material issue of fact essential to the patentee’s case.(sitthgech., Inc. v.
Am. Sci. & Eng’g, In¢.200 F.3d 795, 807 (Fed. Cir. 1999)).

Here,Skyline seeks a declaration of noninfringement with respect to three components of
the HZM System: King Piles, intermediary AZ Piles, and conneci{®iss Mem.8-12.
PilePro, however, claims that it has never asserted that either the intermetiRitlg Aor
connectors infringe the '543 PatenDef. PileProLLC’s Supplemental Mem. Law Opp’n PI.
Skyline Steel, LLC’s Mot. Partial Summ. J & Spoliation Sanctions (Dioldke 280) (“Def.’s
Supplemental Mem.”)). Moreover, in its opposition to Skyline’s motion for partial summary
judgment, PilePro identifies onbertain King Pilecomponents sold by Skyline andncedes
that “[c]ertain King Pile beams that can be part of the HZM System were not ‘actused.’
(PilePro, LLC’s Opp’n Skyline Steel, LLC’s Mot. Partial Summ.Oogket No. 141) (“Def.’s
Mem.”) 3 n.1). Like Skyline the Court interprets thatatement as an admission that unlisted
King Pile beams do not infringe the '543 patent. (PI. Skyline Steel, LLC’'s Repiy.\upp.
Mot. Partial SummJ. (Docket No. 163) (“Pl.’s Reply Mem.”)3-& n.6)? Accordingly,
Skyline’smotion for summary judgment is granted as uncontested with respbet to
intermediary AZ Pilestheconnectors, and the unlist&ihg Pile beams.

That leaves only thisted King Piles. Skyline argues that the King Piles do not infringe
the '543 Patent because (1) the patent does not apply to sheet pile components wiah materi
accumulation that extends beyond the section to be provided with the interlock, 4afl (&)

the HZM Systenking piles contain material accumulation according to [the Court’s] definition

2 Although Skyline noted its interpretation in its reply memorandum offdefRroneither
asked to file aur+eply nor submitted a letter to the Court contradicthgline’sinterpretation.



that extends along the flange outside the area of the interldek’s fMem.10-11; Decl. David
Borger Supp. PIl. Skyline Steel, LLC’s Mot. Partial $und. (DocketNo. 115) (“Boger Decl.”),
Ex. J (measuring the dimensions of each King Pile on publicly available CAnds3)v For
its part,PilePro does not object to Skylin€saracterizationf the King Pilesputit argues that
the “section to be provided” with an interlock can extend far beyond the portion of theileing P
directly adjacento the interlock, “so long as the defined section encompasses the longitudinal
edge and includes all of the material accumulation and/or the interlock.” (Dieins 15-16).
Thus, under PilePro’s interpretation of the patent, a companfeingesits patent as long as
PilePro candentify a point anywhere alorthe component, one side of which would contain all
of the material accumulation, the longitudinal edge, andhtedock and the other side of which
would be “free of material accumulatiod.”

PilePro’sinterpretation, howeveis flatly contradicted byhe textand images contained
in the patent itselfthe patent prosecution history, and the arguments that PilePro previously
made before this Court. Beginningth the’543 PatentPilePro points to severahages
(Figures 3ahrough 3dl that it says support igefinition. (Def.’s Mem. 16) But those images
showmaterial accumulation only immediately adjacent to the mt&rl (543 Patent, Figs. 3a-
3d). Further, the patent specification — which is not ¢highly relevant to thelaim
constructioranalysis’ but also Tu]sually . . . dispositive,Phillps v. AWH Corp.415 F.3d
1303, 1315 (Fed Cir. 2005) (internal quotation marks omitted)eatly distinguishes between
the “placeof a finished interlock,” where “the material accumulation is forfhed the one

hand, and the “remaining section,” which is free of the material accumulation, on the othe

3 The Court notes thateither party eveaskedfor a construction athe term “section to be
provided with the at least one interlock.”



('543 Patent3-4 (emphasis add¢d PilePro’s interpretation of the pateiftaccepted, would
evisceratehat distinction. The plain terms of the patent, therefore, undermine PilePro’s
argument.See, e.g.Thorner v. Sony Computer Entm’t Am. L1869 F.3d 1362, 1365 (Fed Cir.
2012) (noting that “[tlhe words of a claim are generally given their orgliawad customary
meaningas understood by a person of ordinary skill in the art when read in the context of the
specifiation and prosecution history'ly re Gabapentin Patent Litig503 F.3d 1254, 1263
(Fed. Cir. 2007)dtating that]i] t is a bedrock principle of patelatw that the claim®f a patent
define the invention to which the patentsentitled the right to exclutiand finding that the
plain language of the claihnsupportedhedistrict court’sconstruction (internal quotation marks
and citations omitted)).

PilePro’s interpretation of the patent is also inconsistent with trepution history.
See, e.gOmega Eng’g, Inc, v. Raytek Cqr34 F.3d 1314, 1323 (Fed. Cir. 2003) (noting that
the “well established” doctrine of prosecution disclaimer “preclud[es] patenteesduapturing
through claim interpretation specific meanings disclaimed during prosecut®péxifically, in
an effort to distinguish its invention from the Hermestep#a PileProexpressly disclaimed the
interpretation of the '543 Patent that it advances now. For example, on October 4, 2618, Pile
submitted an amendment to its patent application to clarify that material accumwiadiioh
occur “only” at the sectioto be provided with the interlock. (LogolustsJDecl., Ex. 30, aR).
It explained thathe amadment clarified that the '543aent, unlike Hermes tequires “the
material accumulation at the section that is to be provided with [an] interlocldifidyent from
the material accumulation on the remainder of the pile wall componddt.at ). ThePTO
responded, howevehat the entire flange of the sheet pile component in Hermes | could be seen

as one “section,” whictvould mean that material accumulation was present only at the section



to be provided with the interlock in both the Hermes | application and the proposed '543 Patent.
(Decl. Douglass AMitchell Supp. PilePro, LLC’s Responsive Claim Constr. Br. (Docket No.
60) (“Mitchell Decl.”), Ex. F, at 7). Thus, the PTO concluded, “[s]ince the material
accumulation is formed only on the flange and since the interlock is located omties flze
apparatus as taught by Hermes reads on the claims limitatiok).” 16 response, PilePro added
the language, “while the remaining section is free of material accumulatids’@aposed
claim description. (LoglusoMSJDecl., Ex. 28, at 2). In so doing, PilePro explained that,
contrary to “[t]lhe interpretation of Hermes et al. by the Examiner . . . thantine gheet pile 10
is the section to be provided with the interlock,” the paasramended “differentigds between
theinterlockat the longitudinal edge arlde remaining sectioh (Id., Ex. 28, at 8 (emphasis
added)). That statement clearly disclaimed any interpretation of the '543 Patent thial alow
thephrase “section to be provided with the at least one interlock” to mean anythinghather
the place where the interlock was tofbemed, as distinguished from the “remaining section” —
the rest of the component.

Finally, PilePro’s interpretation of the patent renders its proposed constrattion
“material accumulation” at thelaims construction hearingpnsensical. Both at tiearingand
in its claim construction brief, PilePro vigorously argued that material acctiomuiacludes
only “material formed at a section of a preliminary product . . . which matesakisequently
andsubstantially removeds part of the providindné at least one interlock.’'Sée, e.g.
PilePro’s Claim ConstBr. 8 (emphasis added); Hearing Tr. #8/V] e see the material
accumulation isemoveahrough the performance of the method stef@snphasis addgy).
But now, PilePro is arguingpathow muchmaterial accumulatioremains after the interlock’s

formationis irrelevant the '543 Patentt assertsgcovers an invention as long asy portion of

10



the material accumulatiae removed. Further, PilePro repeatedly emphasitzétke clains
construction phase of the litigatitimat material accumulatiazould occur only at particular
area of thereliminaryproduct —the area that would become the interlo¢®ee, e.g.Hearing
Tr. 48 (“We see the material accumulation occurs sfpecific location . . .” (emphasis added));
PilePro’sClaim ConstrBr. 16 (“Thus, the Applicant distinguished between the claimed
invention, which contained ‘material accumulatianhthe pointthat is to be provided with the
interlok, and the Hermes | referentéemphasis added)d. at17 (“Thus, PilePro’s
construction necessarily limits material accumulation in the '543 patent to a sjmsafion of
the preliminary product.”)) Now, it arguesexactly the opposite.t is clear that, at the claims
construction hearing, PilePro understood the phrase “section that is to be provided atith the
least one interlock” to mean the portion of the preliminary product that viestondghe
interlock, not ararbitrary segmentf the sheet pile component that happens to contain all of the
material accumulatioand the longitudinal edge. It cannot ndaying lost at the claims
construction phase, turn around amdueotherwise.

For the foregoing reasons, the undisputed evidence shows that the King Piles dbiss
not infringe the '543 Patent. Accordingly, Skyline®tion for summary judgment on its
noninfringementlaim is GRANTEDIn its entirety

2. Bad Faith

Skyline also seeks summary judgment onissaeof whether PilePro acted in bad faith.
Skyline must prove bad faith in order to prevail on most, if not aitsafaims under state law
andthe Lanham Act.See, e.gJudkins v. HT Window Fashion Corp29 F.3d 1334, 1338 (Fed.
Cir. 2008) (“To prevail on an unfair-competition claim under section 43(a) of theabaAlct

stemming from a patentee’s marketplace activity in support of his patent,ithardlanust first

11



establish that the activity was undertaken in bad fajtBdminant Semiconductors Sdn. Bhd. v.
OSRAM GmbH524 F.3d 1254, 1260 (Fed. Cir. 2008) (“Federal patent law likewise preempts
statelaw tort liability when a patentee in good faith communicates allegationrioigement of

its patent.”). Under controlling Federal Circuit pedentto demonstrate bad faith, a plaintiff
mustprove two elementsSee Sanofi-Synthelabo v. Apotex,,INo. 02€V-2255 (RWS), 2002
WL 1917871, at *3 n.2 (S.D.N.Y. Aug. 20, 2002) (“Federal Circuit law controls substantive and
procedural issues thpertain to patent law.”)First, the plaintiff must show that the claims
asserted wer&objectively basele$s— that is, that “no reasonable litigant could realistically
expect to prevail in a dispute over infringement of the pdtehtdkins 529 F.3d at 1338

(internal quotation marks omittedjccordDominant Semiconductqr§24 F.3d at 1260.

Second, the plaintiff must also prosebjecive bad faith, meaning that the “lack of objective
foundation for the claim wasitherknownor so obvioughat it sfould have been known.”
Kilopass Tech., Inc. v. Sidense Coif88 F.3d 1302, 1310 (Fed. Cir. 2013) (internal quotation
marks omitted) The objective element “is a threshold requiremedutiking 529 F.3d at 1338.
That is, “[a]bsenta showinghat the infringement allegations are objectively baseless, it is
unnecessary to reach the question of the patentee’s ing9@.Adept, Inc. v. Murex Sec., Ltd.

539 F.3d 1354, 1370 (Fedir. 2008)*

4 The Supreme Court’s recent decisioOictane Fitness, LLC v. Icon Health & Fitness,
Inc., 134 S. Ct. 1749 (2014khich rejected the Federal Circuit's typart test for whether a case
gualifies as “exceptional” for purposes of €85 United States Code, Section 28&sts some
doubt on the continuing validity of the two-part test for good faith in this context. Bbeneit
the Supreme Court nor the Federal Circuit has explicitly disavowed the thstextent it is
relevant in this caseCf. Bard Peripheral Vascular, Inc. v. W.L. Gore & Assoc.,,[iA¢6 F.3d
837, 847-48 (Fed Cir. 2015) (Hughes, J., concurring) (calling for en banc review of thewiabili
of the twopart good faith standard in determining whether infringement was willful i ¢ify
Octane Fitness Halo Electionics, Inc. v. Pule Electronics, In@.69 F.3d 1371, 1383-85 (Fed.
Cir. 2014) (O’Malley, J., concurring) (similar). And the parties have both invoked thpaut
test, with only limited reference (in a footnote in Skyline’s supplementalareeardum and a

12



The Federal Circuit does not appear to have addressed whether objective basétessness
guestion of law or fact in this context. The Court of Appeals, however, has addresssdéhe i
for purposes of deciding whether infringement was willfséePowell v. Home Depot USA,
Inc., 663 F.3d 1221, 1236-3Fed Cir. 2011). In Powell the Court held that, “[u]nder the
objective prong, the answer to whether an accused infringer’s reliance on algraidgue or
defense is reasonable is a question for the court when the resolution of that pastaelar i
defense is a matter of laivid. at 1236. By contrast,[w]hen the resolution of a particular issue
or defense is a factual matter . . . whether reliance on that issue or defemsaseaable under
the objective prong is properly considered by thg.juld. at 1236-37. PilePro argues that
Powellis inapposite — and that the issue is always one of falseeause the infringer has the
burden of proofo demonstrate that infringement was not williddereasSkyline has the burden
of proof here to show that PilePro acted with bad faith. (Def.’s Supplemental Me(uitfg
Golan v. Pingel Enter., Inc310 F.3d 1360, 137®%ed Cir. 2002)). But while differences in
the burden of proahayaffect analysis of whether badtfahas been provedhere is no reason
why it should affect whether the issiga question ofaw or fact. Additionally, although
PileRro cites cases contemplatirgubmission of the question of objective baselessness to the jury
(seeDef.’s Supplementavem. 34), that does not mean tidwelldoes not apply in this
context;underPowell objective baselessnassa jury question if the inquiry turns on an issue of

fact. Accordingly, the Court concludes that Bwwvell standard should apphere.

footnote inPilePro’smemorandum of law referencing the wrong ¢caseless) to the possibility
that it is no longer valid in light dctane Fitness(Def.’s Mem. 24 n.10; Pl.’s Supplemental Br.
Pursuant Court Order (Docket No. 277) (“Pl.’s Supplemental Mem.”) 3 n.4). The Court will
therefore apply the twpart test hereSee, e.g GPNE Corp. v. Fleetmatics USA, LLSo. 13-
CV-2049 (SLR) (SRF), 2015 WL 730046, at *3 & 2 Dd. Feb. 20, 2015) (applying the two-
part test to determine whether patentee acted in bad faith).

13



Applying that standard, the Court concludes first that there is a genuine dispute of
material fact with respect to whether PilePro acted in bad faith in sending adetterof its
customers, the John Madonna Construction Company (“Madonna”). |retieat Wwhich was
datedNovember 1, 201FileProstated that ihad “heard that infringing components may
currently bem the course of delivery to [Madonnpfgoject site.” (Pl.'s SUF 11 6162). Citing
the date on which the components at issue were shipped from Luxembourg (September 10,
2013), and the time it usually takes from manufacture of the components to deliveirye Skyl
argues that that no reasonable litigant could have believed that statement bec&dSeRatent
did not issue until October 15, 2013. (Pl.’'s Mem. 13-14 (citing cases for the proposition that a
product made before the issuance of a method patent cannot infringe, regardless ibfisv
sold, offered for sale, or importedgee idat 19 Pl.’s SUF{{ 63, 65-65 But there ino
evidence in the record that PilePro actukiigw when the components were manufactured and
shipped. $eeDef.’s Mem. 27 see alsdecl. Janet B. Linn Supp. Def. PileArbC’s
Supplemental Mem. Law (Docket No. 281) (“Linn Decl.”), Ex. A at 196 (stating tte®i® did
not know when the components were being sent from Europe to the construction site), Ex. B. at
172 (similar). And while it may typically take twelve to sixteen weeks from manufacture to
delivery,there is evidencénait that'time can be reduced if there are products on the ground and
some of the (non-covered) manufacturing steps have already occuad.’s (

Counterstatement Material Fa¢Bocket No. 149) (“Def.’s Counterstatementy) $839; see

Def.’s Mem.9, 27). Given the factual uncertainty, the Court cannot say as a matter of law that a

14



reasonable party in PilePro’s position would have known that the allegations madkeitetite
Madonna were objectively basel€ess.

By contrast, there are no disputedadit relevant to the objective element of bad faith
with respect to the remainder of PilePro’s accusations of infringement. Skyuresdhat all of
PilePro’s infringement claims weabjectively baseless because PilePro had disclaimed any
sheet pile component with material accumulation “at any location other than the longitudinal
edge where the interlock would be located” during the prosecution of th&&dat (Pl.’s
Mem. 17-18. Citing MarcTec, LLC v. Johnson & Johnsd@64 F.3d 907, 916-18 (Fed. Cir.
2012), andHome Gambling Network Inc., v. Pigl@5-CV-610 DAE), 2014 WL 2170600at
*4-9 (D. Nev. May 22, 2014), Skyline contends that PilePro’s “disregard” of its piocec
disclaimer supports a finding of bad faith. (Pl.’'s Mem. 18). In response, Pilefends that
its accusations were not objectively baseless because they were based amnictioonst the
term “material accumulation” that, although ultimately rejected by the Conurtd have resulted
in a finding of infringement (Def.’s Mem. 26).The Court agrees with PilePro. Althouidie
Court ultimately adopted Skyline’s proposed claim construcaod granted it a declaration of
noninfringement on that basis), it concludes #i&Pro’s claim constiction was not so
meritles as to warrant a finding that no reasonalaley could realistically expect PilePro to
prevail in an infringemenawsuit.

MarcTecandHome Gambling Networkhe cases cited by SkylinegePl.’s Mem. 18),

do not call for aifferent result In MarcTec the Federal Circuit affirmed the district court’s

5 Given that conclusion -r/amely, that the objective element of bad faith is a question for

the jury with respect to the Madonna letter — the Court need not, and does not, reach the
subjective element, except to say that the evidesoead support (though not compel) a finding
of subjective bad faith on PilePro’s part.
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finding that a case was “exceptional” for purposes of Title 35, United States &axton 285,
which, at the time the case was decided, required a finding of objbateéssnes§ In doing
so, the Federal Circuit found that the plaintiff's infringement suit was objectiasdglbss in part
because “the specification and prosecution history clearly refute[d] [tim&ifis proposed
claim construction” and because thedposed claim construction was so lacking in evidentiary
support that assertion of this construction was unreasonddleat 919. Similarly, irHome
Gambling Networkthe Court found that the plaintiffs should have known that its claims could
not succed becausebefore the PTChe plaintiffhad“purposefully” limited his claims to
exclude the types of products offered by the defendants. 2014 WL 21a06D9, (As it
happens, the plaintiffs’ main argument for why the Court should nothatdhe case was
exceptionabppears to have bedmat the defendants had not pleaded prosecution disclaimer as
an affirmative defense, and thus the plaintiffs could not have known that the Court would grant
summary judgment on that basisnot that the plaintiffs believed that they had had a strong
argument that prosecution disclaimer did not apflge d. at *7-8.)

Herg by contrast, although the Court did ultimately reject PilePro’s proposed
construction, that construction was not “clearly refute[d] by the prosecutiamfisivarcTec,
LLC, 664 F.3d at 91%ee also idat 918 (“[I]t is clear that defeat of a litigation position . . . does
not warrant an aomatic finding that the suit was objectively baseless (internal quotation
marksomitted)). As PilePro noted in its claim construction brief aséxplained above, the

PTOinitially rejected PilePro’s patent application in part becauglihot limit material

6 As noted above, the Supreme Court struck down the Federal Circuit’s test foemdnet

case qualifies as “exceptional” for purposes of Section 28&ianeFitness Seel34 S. Ct. &
1756-57. In that regar#jarcTecis no longer good law. But its analysis of whether the
plaintiff's patent suit was objectively baseless is neversisaistructive.
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accumulation to a particular section of #ieet pile component. RilePro’'sClaim Constr. Br.
15). PilePro’s proposed construction of “material accumulation” as “maftenaéd at a section
of a preliminary product to be provided with the at least one interlock, which méaerial
subsequently and substantially removed as part of provided the at least doekih(el. at 8
(emphasis omittefivas therefore arguabbpnsistent with PilePro’s statemenigring the
patent prosecution that the language was added tdysfiet material accumulationsa
described by the '543 Patentas limited to a particular point of the sheet pile component,
namelythe place where the interlock was to be formeétke(idat 1516). Nor was PilePro’s
argument that the term “material accumulation” must exist only on the prelimircayqby
rather than the final product, so clearly contrary to the patent prosecutioy hstorbe
frivolous, particularlygiven that much of the pateitgelf discusses the removal ofaerial to
create the interlock. The difference is one of degnateif is enough for the Court to find that
PilePro’s claim constructior- and, by extension, its accusations of infringemenvere not
objectively baseless.

Skyline argues that, even if the Court accepts PilePro’s argument that tsquiagpaim
construction was reasonable, PilePi@ams of infringement were still objectively baseless
because, even under PilePro’s proposed interpretation of the pdemhaterial accumulation
of Skyline’s King Piles extends well beyond the section that is to be provided with the
interlock.” (Pl.’s Supplemental Mem. 4). But the whole point of PilePro’s proposed
construction was that themainingmaterial would not be included within the definition of
“material accumulatiohbecause it was not remove(RileRo’s Claim Constr. Br. 8 (defining
“material accumulation” in part as “material [that] is subsequently and stibfitaremoved as

part of providing the at least one interlockSge also idat 1115). It is well established that “a
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patentee, acting igood faith on its belief as to the nature and scope of its rights, is fully
permitted to press those rights ‘even though he may misconceive what thosaraghts
Mikohn Gaming Corp. v. Acres Gaming, Int65 F.3d 891, 897 (Fed. Cir. 1998) (quoting
Kaplan v. Helenhart Novelty Cord82 F.2d 311, 314 (2d Cir. 1950)). Given the undisputed
evidence in the record, Skyline cannot prove that PilePro was doing otherwise here.

In light of the foregoing, the Court concludest only that Skyline is not entitled to
summary judgment on the issue of bad faith, but also that PilePro — even though it has not
crossmoved for summary judgment 4s-entitled to summary judgment on the issue with
respect to all of Skyline’s claims exatefor those arising out of the letter sent to Madonna. It is
well established thatn considering a motion for summary judgment, a court may grant
summary judgment in favor @fnon-moving party and without notice to the moving p#rty
first, “there ae no genuine issues of material fact” and “the law is on the side of the nonmoving
party,” and, second, the moving paftgd “an adequate opportunity to come forward with all of
its evidence.”Orix Credit Alliance, Inc. v. Horter§65 F. Supp. 481, 4886 (D.N.Y.1997)

(citing Coach Leatherware Co. v. AnnTaylor, In@33 F.2d 162, 167 (2d Cir. 199%ge also
Prudential Sec. Inc. v. Norcom Dev., lndo. 97CV-6308 (DC), 1999 WL 294806, at *2 n.2
(S.D.N.Y. May 11, 1999)That is the case her&kyline has had an adequate opportunity to
come forward with all of its evidencege Orix Credit Allianced65 F. Supp. at 484, and the
undisputedecord makes clear that PilePro’s accusations of infringement (except pedsgs th
made in the letter to MiBbnna) wergas a matter of lawot objectively baselessSée alsdl.’s
Supplemental Mem. 2 (arguing that “claim construction is a pure question of law . huand t

whether PilePro’s proposed claim construction was reasonable is for the Courtd&d)jlelt
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follows that Skyline cannot prove bad faith as a matter of lawit @tunnecessaryto reach
the question of PilePro’s subjective inteBD0O Adept, In¢.539 F.3cat 1370/
B. Skyline’s Motion for Spoliation Sanctions

Next, Skyline movesfor spoliation sanctions arising out of PilePro’s failure to preserve
two kinds of data about who viewed PilePro’s infringement warning on the Wdlgi@oogle
Analytics datawhich Skyline describes assat of tools that, “among other things, allows
businesses to track visitors to their website tangee which pages were viewednd (2)server
log files ceated using a tool called PaperTrail (the “PaperTlag¥. (Mem. Law Supp. PI.
Skyline Steel, LLC’s Mot. Spoliation Samans (Docket No. 170) (“Pl.’s Spoliation Mem.”) 3
n.2 id. at 4. Both Google Analytics and tHeaperTail logs allowed PilePro to track visitors to
the Website. (Decl. Jenna Logoluso Supp. Skyline Steel, LLC’s Mot. Spoliathaticses
(Docket No. 171) (“Logoluso Spoliation Decl.”), Exat6662, 71-72). Both kinds of data,
however, are not available for the relevant time period. While PilePro had prgwieasd!
Google Analytics to track visitors to the Website, thpatty program developers fohe Website
“inadvertently” removed the Google Analytics programming code around NoveéinBei3 —
approximately five days before the first infringement warning appeaisf. RilePro LLC’s
Mem. Law Opp’n PI. Skyline Steel, LLC’s Mot. Spoliation Sanctions (Docket No. 18&f(%
Spoliation Mem.”), Ex. 1 (“Mitchell Spoliation Decl.”) 9, Ex(MontroseDep.”), at 117-119,

142). Accordingly, no Google Analytics data was created for the time period dumicigy tie

7 Both Skyline and PilePro lodge evidentiary objections. (Docket Nos. 105, 143e®44
Docket Nos. 145, 166, 167). The Court did not rely on the material to which Skyline objects.
Accordingly, Skyline’s objections are overruled as moot, without prejudice to renewal through a
proper motiorin limineor at trial. On the other hand, the Court has reviewed PilePro’s
objections, andinds them to be without mersiubstantially for the reasons explained in

Skyline’s memorandum of law. (Docket No. 166). AccordinglijePro’sobjections are also
overruled.
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infringement warningppeared on the Website. The PapaiiTogs were also unavailable
because all page view logs are automatically deleted after severaddyke automatic deletion
process was never suspendéilitchell Spoliation Decl] 12).

It is undisputed that ‘ditigant has the ‘duty to preserve what it knows, or reasonably
should know, is relevant in the action, is reasonably calculated to lead to the discovery of
admissible evidence, is reasonably likely to be requested during discovery arftésubject
of a pending discovery request.Passlogix, Inc. v. 2FA Tech., LL.Z08 F. Supp. 2d 378, 409
(S.D.N.Y.2010)(quotingTurner v. Hudson Transit Lines, Ind42 F.R.D. 68, 72 (S.D.N.Y.
1991)). The obligation to preserve evideneeincluding electronicallyt®red information —
“arises when the party has notice that the evidence is relevant to litigatifum example when
a party should have known that the evidence maglegant to future litigatiofi. In re Pfizer
Inc. Sec. Litig.288 F.R.D. 297, 313-14 (S.D.N.Y. 2013) (internal quotation marks omitGss.
generallyZubulake v. UBS Warburg LL.Q20 F.R.D. 212, 216-18 (S.D.N.Y. 20(@@)scussing
the obligation to preserve electronically stored information). If triggereghrédservation
obligation requires a litigant to do more than refrain from intentionally desgoglavant
evidencethe litigant must alsotake affirmative steps to prevent inadvertent spoliation.”
R.F.M.A.S., Inc. v. $S@71 F.R.D. 13, 24 (S.D.N.Y. 2010). That means, among other things, that
the litigant “must identify all sources of potentially relevant evidence antkmgnt a ‘litigation
hold’ suspending any routine document destruction or other processes involved in thg ordinar
course of business that might result in the destruction of potentially relevamaeaiidisl.

If a party violates its duty to preserve evidence, the other party may seeki@polia
sanctions. “Spoliation is ‘the destruction or significant alteration of evidentee éaiure 0

preserve property for anothgrise as evidence in pending or reasdy foreseeable litigation.™
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Orbit One Commdis, Inc. v. Numerex Cor®271 F.R.D. 429, 435 (S.D.N.Y. 2010) (quoting
Byrnie v. Town of Cromwell, Bd. of Edu243 F.3d 93, 107 (2Cir. 2001)). Where a party
seeks sanctions based on speliationof evidence, it must establish “that the souajfiter
evidence actually existed and was destroydgtella v. City of NY, No. 05CV-5711 (NRB),
2007 WL 193867, at *2 (S.D.N.Y. Jan. 25, 200&nphasis omittedgccord Binson v. Max
Kahan, Inc, No. 12€CV-4871 (ER), 2014 WL 5089751, at *7 (S.D.N.Y. Sept. 30, 2014).
addition it must show thafl) the party having control over the evidence had an obligation to
preserve it at the time it was destroyed; (2) the evidence was destroyed “withldestate of
mind”; and (3) the destroyed evittee was “relevant” to the party’s claim or defense such that a
reasonable trier of fact could find that it would support that claim or deféesdential
Funding Corp. v. DeGeorge Fin. Cor306 F.3d 99, 107 (2d Cir. 2002).

In this case, Skyline’s arguments with respect to the Google Analyte$alatder at the
first step of the analysis. Put simply, PilePro had no duty to “préstie&oogle Analytics
data at issue because such data never exiBiRro’s thirdparty vendor deactivated Google
Analytics on November 8, 2018t leasfive days before the HZM warning first appeared on the
Website(and approximately two weeks before PilePro was even put on notice of Skyline’s
potential claims in this litigationand PilePro did not discover the deactivation uxjtilil 2014,
several months after the HZM warning had been taken do8&elL¢goluso Spoliation Decl.,
Ex. 14. Thus, brthe entirety of theelevant period, nGoogle Analyticzlata exists.Skyline
tries to overcome that obstacle by suggesting that PilePro had an obligatiotirtoecon
collecting the datéReply Mem. Law Supp. Pl. Skyline Steel, LLC’s Mot. Spoliation Sanctions
(Docket No. 267) (“Pl.’s Spoliation Reply”) 4-5), but it cites no authority for that propos

Cf. Farella, 2007 WL 193867, at *3 (finding no spoliation of evidence where the requested
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records never existedpnd while Skyline implies thaPilePro turned ofGoogle Analytics
intentionally to ensure that no data was recorded for the time that the infengesrning
appeareddee, e.g.Pl.’s Spoliation Reply 2 n.3gkyline providesno evidencéo contradict
PilePrds claimthat Google Analytics as inadvertently turned off by its thihrty vendor,
LB&M Software. (Montrose Dep. 116-17). In fact, Skyline concedes that PilePro did not
“discover[]” the deactivation of Google Analytics until at least April 2014.’q{Mpoliation
Mem. 1§. In short,Skylinefails to demonstratthat PilePro had a duty tpreserve the
Goode Analytics data at issue.

PilePro’s dity with regard to the PaperTrail logs, however, is a different maRierPro
argues that it had no obligation to preservedHogs because they “are retained for exactly one
week and PilePro did nothing intentionally to overwrite the(&f.'s Spoliation Mem. 14). It
acknowledges that it had an obligation to “suspend the overwriting of temporary/ s,
argues that thebligation arose onlgfter Skyline specifically requested the files, by which time
all of the files from the relevant time period had been overwritfeh). In so arguingPilePro
relies heavily on two caseArista Records LLC v. Usenet.com, [rG08 F. Supp. 2d 409
(S.D.N.Y. 2009), antHealthcare Advocates, Inc. v. Harding, Earley, Follmer & Frailé97 F.
Supp. 2d 627 (E.D. Pa. 200Mleithercase, howevers particularly helpful to PileProArista
Recordswhich concerned whether the defendants had a duty to preserve certain usage logs,
statedonly that the @fendants “[a]rguablytlid not have a duty to preserve thgs at issue until
the informadion was specifically requested,; it nevesolved the issue, however, because, in that
case, the plaintiffs had explicitly requested the information prior to itsudéish. 608 F. Supp.
2d at 431. And itHealthcareAdvocatesthe dispute involved access to tempo@ghe files,

which were typically deletedfter only twenty-four hours. 497 F. Supp. 2d at 640. Further, the
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defendantfiad preserved screenshots ofwebsite at issue, so they had no reason toveelie
that the cache files would Ineeded irany future litigation Id. at 639.

Here,by contrast the PaperTrail logs were sent to Amazon.evaryweek, where they
were stored forrother week. (Logoluso Spoliation Decl., Ex. 4 at 62-63). ifns clear that
they would be relevaras early adlovember 20, 2013, when Skyline sent PilePro a letter
referencing the instant lawsuit (which it had fiefew days earli@¢randstating that it would
take “all appropriatadditionallegalactionincluding,without limitation under the Lanham Act”
with regard to the infringement warning on the Websitd., Ex. 6at 1-:2). Given that page
view data was thevay to know how many people had actually seen the infringement warning
(and that the PaperTrail logs were the ordgords that included that dgtéhere can be no
guestion that PilePro “should have known that the evidence may [have been] relevant to future
litigation” at that time.Mastr Adjustable Rate MorsgTrust 2006-OA2 v. UBS Real Estate Sec.,
Inc., 295 F.R.D. 77, 82 (S.D.N.Y. 2013Ee also, e.gApple Inc. v. Samsung Electronics Co.
881 F. Supp. 2d 1132, 1144-47 (N.D. Cal. 2012) (finding that the defendant’s preservation
obligations arose when the plaintiff informed the defendant that some of the aefenda
products infringed the plaintiff’'s patents, not when the plaintiff filed suit, andhbatdfendant
had failed to comply with those obligations when it failed to suspsraiitedelete policy);
Toussie v. Cnty. of SuffplMo. 01CV-6716(JS) (ARL) 2007 WL 4565160, at *7 (E.D.N.Y.

Dec. 21, 200y (noting thatparties have a duty to preserve bagkdata)®

8 PilePro’s citation to Federal Rule of Civil Procedure 37(e), which provideYaflagent
exceptional circumstances, a court may not impose sanctides tlnese rules on a party for
failing to provide electronically stored information lost as a result ofabene, goodraith
operation of an electronic information system,” is equally unavailing. (C&pefiation Mem.
13-14). AsSkylinepaints out in its reply (Pl.’s Spoliation Reply 7), the Advisory Committee
Note to that rule makes clear that, in order to demonstrate “[g]ood faith in the ropéiragion
of an information system,” a party may need “to modify or suspend certain teatuhat
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Turning to the second factor, the Court fitldat the PaperTrail logs were destroyed with
a “culpable state of mind.Residential Funding Corp306 F.3d 99 at 107Significantly, “[i]n
this circuit, a ‘culpable state of mind’ for purposes of a spoliation inferentelasordinary
negligence.”Richard Green (Fine Paintings) v. McClend@62 F.R.D. 284, 290 (S.D.N.Y.
2009);see also Zubulak@20 F.R.Dat220. PilePro’s destruction of the Papailliogs wasat
leastnegligent, if not grossiyegligent PilePro argues that it did not act with a culpable state of
mind because it beliedethat information about how many people visited the Website would be
available throuly Google Analytics, and “[a] party need not produce the same electronically
stored information in more than one form.” Fed. R. Civ. P. 34(b)(2)(E)(iii). (Def.’s&$ipol
Mem. 16-17. But, as explained earlier, the relevdata was not available through Google
Analytics. And, to the extent thRileProintended to rely on @gle Analytics, itvas
incumbent upon PilePro to confiinat Google Analytics was functioning properly.

PilePro claims that counsgid speak to Garry McShane, the PilePro employee
responsible for overseeing the development of the Website, who toltidtitGoogle Analytics
captured page view information and that “[McShama]d been in the Google Analytics website
in the recent past.” (Mitchell Spoliation Decl. %) But even accepting that assertion as true
— McShane denies having any conversatigtin counsel about Google AnalytidSé€cl.
Christopher C. Costello Further Supp. Pl. Skyline Steel, LLC’s Mot. Spoliatiori&asc

(Docket No. 268) (“Costello Decl.”), Ex. A at 118-19) thatwasnot sufficient to fulfill

routine operation to prevent the loss of information, if that information is subject to a
preservation obligation.” Fed. R. Civ. P. 37(f) [now 37(e)], Advisory Comm. Notes to 2006
Amendmerntsee also, e.gKeithley v. Home Store.com, Inblo. 03CV-4447(Sl) (EDL), 2008
WL 3833384, at *5-6, *11-12, *16 (N.D. Cal. Aug. 12, 2008) (noting that “good faith” may
require a party to suspend certain automatic features that would resultigighen of data, and
finding that the defendants sfaikd evidence when certain backup tapes were overyritten

24



PilePro’s obligation. At the very leastdefense counsel had an obligation to monitor the
collection of the Google Analytics dat&eege.g, Zubulake v. UBS Warburg LL.@229 F.R.D.
422, 432 (S.D.N.Y. 2004) Zubulake IT) (“In short, it isnot sufficient to notify all emploges of
a litigation hold and expect that the party will then retain and produce allmelaf@mation.
Counsel must take affirmative steps to monitor compliance so that all sourcesoutthble
information are identified and searchedsgg also idat 434 (suggesting that baak-tapes
relevant to the litigatioshould have beesegregatd and placed in storage). That does not
mean, a®ileProsuggestshatcounsel hadto proofread the automatically generated source
code of updates to the Website.” (Def.’s Spoliation Mem. 16), & minimumgcounsel
should have confirmetthat a PilePro employee looked at the Google Analytics data to ensure
that it was actually being generated.

PileProalso argues that it did not have a culpable state of mind because “none of the key
players knew of PaperTrail's existence.” (Def.’s Spoliation Mem. 18). But ebbasan
obligation to take “affirmative steps” to ensure that “all sources of disdoleardormation are
identified and searched Zubulakell, 229 F.R.Dat432. Here,PilePro admits that it never
contacted anyone at Montrose, the contractor that maintained the Websitandvi&ake, a
consultant who worked on the Website, prior todlseovery that Google Analytics had been
turned off in order to implement a litigation hold or to determine whether theraneéiser way
to track the number of visitors to the Websit8edDef.’s Supplemental Mem. 8ge also
MontroseDep. 48-49 (responding to the question “Have you been asked to keep any documents
by anyone in connection with this litigati®@hwith “I have not been asked to keep or otherwise
handle any documesiin any particular way”); MitchelEpoliationDecl. 1 27 (discussing his

efforts to ensure that PilePro preserved data before the discovery that Goalykcs had been
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turned off, without mentioning Montrose or Maake); Logoluso Spoliation Decl., Ex. 3 at 21-23,
210-12;see alsad. at216-17). Further, PilePro does not deny in its opposition brief or in its
supplemental memorandum of law that it had the ability to ask Montrose or Maaksdr/pre
the information. $eePl.’s Spoliation Mem. 16-17 (arguing tHaiteProhad control over the
PaperTrail logs because it could have asked Montrose to preserve them); peifasdd Mem.
6-8 (not rebuttingkylinés argument that it had control over Montrose and Maake); Def.’s
Supplemental Mem. 8-(same)).

The finalqueston is whether the PaperTrail logs were relevai@kygings case. Where
the destruction of evidence is found to be willful, courts presume thenelewf the destroyed
evidence.See Sekisui Am. Corp. v. Ha945 F. Supp. 2d 494, 504 (S.D.N.Y. 2013ut ®here
the party against mom sanctions are sought engaged only in gross negligence, a court may, but
is not required to, presume the relevance of the evideaeeChin v. Port Auth. of N.Y. & N.J.
685 F.3d 135, 162 (2d Cir. 2012) (“[A] finding ofags negligence merely permits, rather than
requires, a district court to give an adverse inference instructidub)jlake 220 F.R.D. at 221
(“[O]nly in the case of willtil spoliation is the spoliatorimental culpability itself evidence of
the relevancef the documents destroyedémphasis omittegl)and where the destruction sva
merely negligentno presumption of relevance appliese GenOn Midtlantic, LLC v. Stone &
Webster, InG.282 F.R.D. 346, 358 (S.D.N.Y. 2012). Instdad sanctions — includingn
adverse inference instructien to be warrantedthere must be extrinsic evidence to
demonstrate that the destroyed evidence was relevant and would have been unfavttrable
destroyingparty.” Great N. Ins. Co. v. Power Cooling, Indlo. 06-CV-874 (ERK) (KAM),

2007 WL 2687666, at *11 (E.D.N.Y. Sept. 10, 2007) (internal quotation marks omitted,

the PaperTrail files contained informaticevealingthe IP addresses and number isftors to
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the Website. That information woubtearlyhave beemelevant to Skyline. Indeed, as Skyline
points out in its memorandum of Ig®l.’s Spoliation Mem. 21), PilePro argued in its opposition
to Skyline’s motion for partial summary judgment that Skyline “is unable to idensityghe

person that actually viewed the statement.” (Def.’s M@m.Even if only one IP address was
useful, therefore, it would have been relevant and helpfskytine’s case.

For the foregoing reasons, the Court concludes that spoliation sanctions ardedarr
based on PilePro’s failure to preserve the relevant PaperTrail data. The goestioes what
sanction is appropriate. In general, a court should impose sanctions that arensulffut no
greater thamecessary, to satisfy the purposes of sanctiomamely, to “(1) deter parties from
engaging in spoliation; (2) place the risk of an erroneous judgment on the party wigéwiyon
created the risk; and (3) restore the prejudiced party to the same position he weulddrain
absent the wrongful destruction of evidence by the opposing patfgst v. Goodyear Tire &
Rubber Cq.167 F.3d 776, 779 (2d Cir. 1999) (internal quotation marks omitted). Possible
sanctions include “further discovery, cas$liting, fines, special jury instructions, preclusion,
and the entry of default judgment or dismissal (terminating sanctioRgas5logix, InG.708 F.
Supp. 2d at 420Before imposing “severe” sanctions (such as an adverse inference), however, a
court must find that the evidence was relevant and that the non-spoliating papyeyualiced;
by contrast, a lesser showing can justify lesser sanctiees.Orbit One Commc’ng71 F.R.D.
at439-41. Ultimately, * [t]he determination of an appropriate sancfarspoliation if any, is
confined to the sound discretion of the trial judge, and is assessed onbg-case-basis.”
Zubulakell, 229 F.R.Dat430 (quotind~ujitsu Ltd. v. Fed. Express Cor@47 F.3d 423, 436

(2d Cir. 2001)).
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Here because there is no evidence #ighificantlymorepeople visited the Website
during the relevartime period than during thenhe when Google Analytics data svavailable
or that those who visited the site were affected byrtfimmgement warning, the Coudleclines
to impose the sevesanction of an adverse inferendastead assuming the issue is not moot in
light of the Court’'s summary judgment ruling above, the Court will predhil@érofrom
arguing tha(l) Skyline & not entitled to damages because it cannot identify anyone who saw the
infringement warning or determine the effect of that warning on thdgé#ugt did see it; and
(2) significantly fewer people visited the Website during the relevaset pieniod than during the
time for which Google Analytics data is availabkeeg e.g, R.F.M.A.S., In¢.271 F.R.D. at 56
(declining to impose an adverse inference but allowing the party to offiendegtabout the
failure to preserve the relevant evidenck)addition, the Court finds that monetary sanctions
are appropriatéo help“restore” Skyline “to the same position [it] would have been in absent
PilePro’s failure to preserve the PaperTrail dMéest 167 F.3cat 779. Accordingly, PilePro
shallreimburseSkyline for the fees and expenses incurred in prosecuting this motion for
sanctions.See, e.g Toussie 2007 WL 4565160, at *9-1@inding an adverse inference
instruction unwarranted, but awarding costs to the moving pa&@iyline shall submit its
application for reasonable costs and fees, with supporting contemporaneous documentation,
within two weeksof the date of this Opinioand Order.PilePro shalsubmit any opposition
within three weeksof the date of this Opinion and OrdéMo reply will be permitted absent
leave of Court.
C. Requests To Seal

Finally, the Court turn® the partiestequestgo file certain exhibits under sedbkyline

seeks leavéo seal Exhibits C, F, and G to the Declaration of Matt McLaughlin in support of
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Skyline’s Motion for Partial Summary JudgmébBiocket No. 114).(“McLaughlin Decl.”).
(Pl’s Nov. 7, 2014 Letter (Docket No. 127)3)- Although the relevant documents are judicial
documents subject to a common law and First Amendment presumption in favor of public
accesssee, e.g.Lugosch v. Pyramid Co. of Onondadg&5 F.3d 110, 119 (2d Cir. 2006), the
Court finds thaBSkyline has shown a sufficient basis to jusfifing the exhibits to the
McLaughlin Declaration under sealtheirentirety The exhibitsconsist largely of “highly
confidential sales information, including pricing information,” which is not alaléo the
public, and emails revealing confidential negotiations between Skyline and asewudtomers.
(Pl.’s Nov. 7, 2014 Letteat 2-3). Accordingly, Skyline’s requester leave to filethose
documents under seale granted

PilePro seeks leave seal Exhibit 12 to the Declaration of Tyson K. Hottinger in Support
of PilePro, LLC’s Opposition to Skyline Steel, LLC’s Motion for Partial Staryrdudgment
(Docket No. 142). (Def.’s Nov. 25, 14tter (Doclet No. 151@). PilePro explains that Exhibit
12 “is a settlement proposal which contains confidential pricing informatig¢d.). For the
reasons stated above, the Court agrees that the pricing information need not beRieblro,
however, has provided no reason why the rest of Exhibit 12 shemlgin under seal.
Accordingly, PilePro’s request to file Exhibit 12 under seal is granted, butropbrt.
Specifically,PileProshall file an unredacted copy of the exhibit with sealed records dnidIpu
file the exhibit, withthe pricing informatiomedactedon ECF.

The parties seek leave to file various otth@ecuments under seal, but their main — if not
only — explanatiorfor why sealing is appropriate is that the documents were designated as
confidential by one or botparties. (Seg e.g, Docket Nos. 147, 151, 16869 279, 282. The

Court, however, has previously noted in thesy casethat“[ tthe mere fact that information is
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subject to a confidentiality agreemdgtween litigants . . is not a valid basia itselfto

overcome the presumption in favor of public access to judicial documents.” (Docket No. 204 at

9). See, e.gDandong v. Pinnacle Performance Ltd#i0-CV-8086 (JMF), 2012 WL 6217646, at

*2 (S.D.N.Y. Dec. 3, 2012). Accordinglthe partiesothersealingrequests are denied
CONCLUSION

For the foregoing reasons, Skyline’s motion for partial summary judgmeRANGED
in part and DENIED in part, and its motion for spoliation sancti®@&RANTED. Further,
although PilePro has not moved for it, PilePro is GRANTED summary judgmentesypbcto
theissueof bad faith on all claims except for those arising out of the letter sent to Madonna.

Within one weekof the date of this Opinion and Ord#we parties shall publicly file all
necessary documents under seal, in redacted form, or unredacted, as the case may be. They
shall also file with the Sealed Records Department all documents to be filedsaater

Additionally, Skyline shall submittis application fothe fees and cosisincurred in
pursuing spoliation sanctiomathin two weeksof the date of this Opinion and Order, and
PilePro shalsubmit any opposition byne weekater.

Lastly, at the conference currently scheduled for April 29, 2015, the partieBesha
prepared to discuss: (1)weh of Skyline’s claims remain in dispugésen the Court’s rulings on
summary judgment and which claims can be dismijgydow the Court’s rulingféects the
privilege dispute currently under advisement; and (3) the possibility ofrsetite

The Clerk of Court isidectedto terminate Docket N&x 102 and 169.

SO ORDERED.
Date April 24, 2015 Cg& Z %I»f*
New York, New York ESSE M=FORMAN
nited States District Judge
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