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UNITED STATESDISTRICT COURT
NORTHERN DISTRICT OF OHIO
EASTERN DIVISION

CHECKPOINT SYSTEMS, INC CASE NO. 5:11CV1199

JUDGESARALIOI

PLAINTIFF, )
VS.
HANGZHOU CENTURY CO., LTD., OPINION & ORDER
etal.,

~— i

DEFENDANTS. )

Before the Court are two motis brought by Plaintiff Checkpoint
Systems, Inc. (Checkpoirtt) amend the Complaint. Defendants oppose the motions, and
Defendant Universal Surveillance CorporatilJSS) seeks sanctions in the form of
attorney’s fees to cover the cost of respogdo the first motion to amend. Specifically,
the Court shall address herein: Checkpointttion for leave to amend the Complaint to
remove a copyright infringement claimaagst USS (Doc. No. 34); the motion of USS
for attorney’s fees (DocNo. 36); and Checkpoint's mot for leave to amend the
Complaint to remove certain patentaiohs against USS and Defendant Hangzhou
Century Co., Ltd (Century) (Doc. No. 42).|Ahotions are fully briefed and ripe for
disposition.
Background

Checkpoint is a Pennsylvania rporation, which manufacturers and
supplies “products that help retailers amdnufacturers reduce quuct theft, enhance

self-availability for customers, and improve slypghain efficiencies.” (Complaint at 1 1,
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Doc. No. 1, Page ID # 2.) Checkpoint satks theft deterrent devices to a variety of
national retailers, includg Sears, Wal-MarfTarget, and Kohl's.l¢l. at 16, Page ID #
4.) Century is a Chinese corption that also makes anti-thelevices that are sold and
distributed in the United States by USS8I. (@t § 7, Page ID # 3.) USS, in turn, is a
California corporation, with its principgblace of business in Rancho Cucamonga,
California, and serves as the largest distabof Century products in North Americkal (

at 11 2, 8, Page ID # 2-3.)

On March 15, 2006, Checkpoint andnley entered into a purchase
agreement whereby Century agreed to malketronic article surveillance (EAS) hard
tags for Checkpointld. at § 18, Page ID # 4; Purchase Agreement, Doc. No. 1-1, Page
ID # 24.) In connection with this joint wéure, Checkpoint prodied Century with the
concepts, designs, specifications, test equipment, and other proprietary information to
assist Century in manufacturing the EA&gs for Checkpoint. (Compl. at § 21.)
Checkpoint provided Centurywith similar proprietary information relating to
Checkpoint’s Hard Tag@Source (HT@S) produdtich is applied t@apparel during the
manufacturing process, and dam recycled after each uséd.(at 1 30-32.) Due to the
success of the first generation of the @3% product, known as the Genl Hard Tag,
Checkpoint developed the second generatibthe product (Gen2 Hard Tag). Century
worked with Checkpoint to build the 82 Hard Tag, once again using Checkpoint’s
designs and other proprietary informatiokd. @t 11 33-34.) All othe security devices
developed by Century, and whiahe at issue in the presenseaare protected by patents

issued by the United States Patent and Trademark Officext (ff 36-50.)



By its Complaint, Checkpoint allegehat Century and USS infringed one
or more claims of at least seven of Ckpoint's U.S. patents. On June 10, 2011,
Checkpoint brought suit again€entury and USS. The @wmplaint raises a patent
infringement claim against each defendantwali as a breach of contract claim against
Century, and a copyright infringement claim against USS. The copyright infringement
claim alleges that USS putized Checkpoint’'s AlphaHdome Depot Manual without
Checkpoint’s consent or authorization. Checkpseeks injunctiverad monetary relief.
Century has filed a patent infringemeardunterclaim against Checkpoint involving two
U.S. patents. (Century Answer and Couclam at {{ 167-231, Doc. No. 13, Page ID #
371-380.) USS has also filed a separate acu@@serting antitrust violations, against
Checkpoint. That matter is pending another court inthis district. See Universal
Surveillance Corp. v. Checkpoint Sys.,.Jiitase No. 5:11-cv-1755.

The present case was delayed gmveral months while Checkpoint
attempted to serve Century in China. Qanuary 3, 2012, the Court conducted a Case
Management Conference. At the confeesncounsel for defendants expressed his
concern over the number of complex issued @aims in the action. In response, the
Court encouraged the parties to considdrether the case could be streamlined by
possibly eliminating certain claims or othdse narrowing the scope of the litigation.
Also during the CMC, the parties discussethvthe Court Checkpoint’s need to review
Century’s source code for certain products] &entury agreed to provide that source
code to Checkpoint ian expedited fashion.

On January 20, 2012, Checkpoint filadmotion for leave to file an

amended complaint, which would remove topyright infringementlaim against USS.
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(SeeDoc. No. 34.) Checkpoint represented that the impetus for the motion was the
Court’s suggestion that the parties re-evaubhe claims raised, and that the amendment
would have the effect of streamlining the litigation.

USS opposed the motion, insistingatthany dismissal should be with
prejudice, and further seekiragtorney’s fees under the Comyrt Act as the “prevailing
party.” (SeeDoc. No. 36.) According to USS, rgsentatives of Checkpoint told industry
purchasers at a recent loss prevention ingusade show that USS was not a lawful,
ethical competitor, citing the existence tfe present litigation. USS claims that
Checkpoint “has used its copyright infrimgent claim as a competitive weapon in an
attempt to damage USS in the marketplaod to provide Checkpoint with an unfair
competitive advantage.” (Doc. No. 36, Page ID # 667.) It further suggests that
Checkpoint is now seeking to abandon itpy@ht infringement claim in order to
“inflate” USS’s litigation costs.I(l.)

Checkpoint challenges these contentjoimsisting thatits decision to
eliminate the copyright infringement claiws motivated solely by a desire to narrow
the issues in the case. While it maintaihat the “copyright claim is significant and
symptomatic of defendants’ disregard f@heckpoint’s intellectdaproperty rights,”
Checkpoint explains that ¢hlegal and factual issuesvolved in the copyright
infringement claim are distinct from the patamd breach of contract claims that are the
focal point of the litigation. (Doc. No. 38, Page ID # 682-83.)

On April 9, 2012, Checkpoint filed motion for leave to file a second
amended complaintSgeeDoc. No. 42.) By this matn, Checkpoint sought to remove

certain patent infringement claims agai@&ntury and USS. In support of the motion,
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Checkpoint again cited the Court's encagement to stredme the litigation.
Checkpoint also represented thiae claims it seeks to withdraw are more complicated to
explain to a jury than the remaining patent claims, and noted that it would not be cost-
effective to pursue these complex claims. (Doc. No 45, Page ID # 821.) Checkpoint
posits that any delay in bringing thisc®nd motion to amend was caused by Century’s
delay in providing the source collevhich Checkpoint insists # it needed to review
before it could make any determination t@s whether any patent claims could be
eliminated.

Defendants oppose this motion, oleg that “[h]aving received the
benefit of publicizing the exience [of] this lawsuit to #trade, Checkpoint now seeks,
for the second time, to walk away from claithat should never haveeen brought in the
first place.” (Doc. No. 44, Page ID # 756.) Aadimg to Defendants, the patent claims
Checkpoint seeks to abandon should be dised with prejudice because Checkpoint
failed to properly investigate the accusedducts in relation to the abandoned patents.
Instead, by relying on the source codeduced by Century, Checkpoint shifted the
expense of investigating the claims to Defendants.

Checkpoint denies Defendants’ acdimas of inadequate investigation

and attempted cost shifting, and emphasizesttigahot seeking to eliminate these patent

! The source code in question was Century’s proprietary source code. Checkpoint explainghthat “[t
source code is the computer program complied by a programmer to provide operating instructions and
functions to the electronic devises. The source code discloses the operating functions of the electronic
device.” (Doc. No. 42, Page ID # 731.)



claims because they lack merit. Rather, iteraites that the elimination of these claims
will streamline the litigation, isists that Defendants will suffeo prejudice as a result of
the proposed amendment, and usderes the fact that it walefense counsel that made
the unsolicited offer to provide Checkpointith expedited dicovery relative to
Century’s source code.
Law and Discussion

The parties agree that motions toesth the pleadings to eliminate certain
claims are properly brought undRule 15(a) of the Federal Rules of Civil Procedure.
Mgt. Investors v. United Mine Worke®&10 F.2d 384, 394 n.22 (6th Cir. 1979) (“Where
a plaintiff desires to eliminate an issue, or onenore but less thaall of several claims,
but without dismissing as tany of the defendants th@oblem may technically be
regarded as one of amendmémt is governed by Rule 15.3ge Ethridge v. Harbor
House Restauran861 F.2d 1389, 1392 (9th Cir. 1988) (applying Rule 15 to a motion to
withdraw certain claims)Paglin v. Saztec Int’l Inc834 F. Supp. 1184, 1189 (W.D. Mo.
1993) (same)see alsdNright & Miller, 6 Fed. Prac& Proc. Civ. § 1474 (3d ed. 2011).

Under Rule 15(a)(2), a party mamend its pleading only with the
opposing party’s consent (whietias not obtained here) or withe court’s leave. “The
court should freely give leave when justice so requiresd. Re Civ. P. 15(a)(2). The
Supreme Court, however, has identified “unde&y, bad faith or dilatory motive on the
part of the movant, repeated failure torecudeficiencies by amendments previously
allowed, undue prejudice todlopposing party by virtue of allowance of the amendment,
futility of amendment, etc.” as sufficient reas for a court to exercise its discretion to

deny a motion for leave to amenBoman v. Davis 371 U.S. 178, 182 (1962).
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Checkpoint argues that because none ofFtbrmanfactors, such as undue delay or bad
faith, are present, leave to and should be freely given.
Checkpoint’s First Motion to Amend

With respect to Checkpoint’'s request for leave to eliminate the copyright
infringement claim against it, USS agreeattthe copyright claim should be dismissed,
but believes that the dismissal should be with prejudiceWhkefield v. Northern
Telecom,769 F.2d 109, 114 (2d Cir. 1985), a case cited by USS, the Second Circuit
observed that:

Whether we view the question as arising under Fed. R. Civ. P. 15 or
41(a)(2), the trial court has considerable discretion in deciding whether to
allow a withdrawal of &laim without prejudice. Igeneral, the court may
allow such a dismissal if the defemdlawill not be prejudiced thereby,
Hoffmann v. Alside, Inc596 F.2d 822, 823 (8th Cir. 1979), and should
consider the defendant’s effort aexbense in defending the action as well
as the plaintiff's reasons for needing such a dismis&sde v. Southern
Express Cq 409 F.2d 331, 334 (7th Cir. 1969).

Similarly, in the context of a Rukl(a) voluntary dismissal of an entire
action, the Sixth Circuit has held that altgaurt should permit such a dismissal without
prejudice in situations where a defendamuld not suffer “plain legal prejudiceSee
Jones v. Western Reserve Transit AWt F. App’x 640, 643 (6th Cir. 2012Brover
by Grover v. Eli Lilly & Co.,33 F.3d 716, 718 (6th Cir. 1994n order to determine
whether a defendant will suffer plain legal prejudice, courts are directed to consider “such
factors as the defendant’s etfand expense of preparatitor trial, excessive delay and

lack of diligence on the part of the pi&ff in prosecuting te action, plaintiff's

explanation of the need for the dismisaatd whether a motion for summary judgment



has been filed by the defendanMaldonado v. Thomas M. Cooley Law Sdbb F.
App’x 955, 956 (6th Cir. 2003) (citinGrover, 33 F.3d at 718).

The litigation is still in the earlgtages, no dispositive motions have been
filed, and no trial date has been set. Furtiile the parties have begun to exchange
written discovery, USS has not suggested ithaas expended tremendous resources, to
date, defending the copyright infringemetdim against it. Further, USS’s unsupported
representation that the dismissal of thairol would somehow “inflate” USS'’s litigation
costs is baffling inasmuch as the narrowinglaims and allegations usually results in a
corresponding reduction in litigation expens&ee Paglin 834 F. Supp. at 1190
(permitting the withdrawal oertain counts wouldspare the defendants the effort and
expense of preparing and peating their defense” to thoseunts). USS fails to explain
how reducing the number claims against it villany way, increaséigation costs.

Still, USS claims that it has begrejudiced by what it believes are
baseless attacks upon its character. In suppats pbsition, USS offers the affidavit of
Adel Sayegh, President of USSegDoc. No. 36-1.) In his affidavit, Sayegh notes that
he has “learned from numerous attendeat”a security providers’ trade show that
Checkpoint has published its Complaint in thiatter to certain customers and potential
customers of USSId. at , Page ID # 676.) He alsaichs that he has “learned that
Checkpoint told these customers and potentiatomers that its Complaint demonstrated
that USS was not a lawful or ethical companyd.)( Finally, he offers his belief that
these alleged false statements have daahaJSS’s reputation in the marketplaceed

Id. at 11 4-7, Page ID # 676.).



The Court finds that there are sevemalblems with this offering. First, it
is clear from the affidavit that Mr. Saye¢dcks any personal knowledge of the actions
and statements of which he complains.thRg his affidavit relies exclusively on
unsubstantiated hearsay statements from unidshitridividuals or entities. The Court is
simply unwilling to base the extreme resyeof dismissal withprejudice upon such
unreliable evidencé.Likewise, Mr. Savegls “belief’ that USS has been damaged,
without any support, is insuffient to establish prejudic&ee Giles v. Univ. of Toledo
241 F.R.D. 466, 470 (N.D. Ohio 2007) (statersdrdsed on “belief’ or “understanding,”
without substantiating factsannot establish the truth tife matters asserted).

Second, USS fails to explain how tthiemissal of one claim from a multi-
claim Complaint is evidencthat the claim was brought rfdhe purpose of harassing
defendants. USS does not suggest that Checkpoint specificallfhesedpyright claim
to discredit it with customers and potenttaistomers. Rather, it accuses Checkpoint of
publishing the existence of the lawsuit (whisha matter of publicecord) to support the
alleged smear campaign. It is significantthe pending motions that Checkpoint is not
seeking to dismiss the entire action. As such, this is not a case where a litigant filed an

action only to voluntarily dismiss the entirdiaa after it has obtained some mileage out

2 In fact, in other contexts, such evidence would be struck as incom@senAutomatic Radio Mfg. Co. v.
Hazeline Research, Inc339 U.S. 827, 831 (1950) (Under Fdrl. Civ. P. 56(e), affidavits based on
information and belief, instead of known facts, are not propeexruled on other grounds by Lear, Inc. v.
Adkins 395 U.S. 653 (1969%ee e.g., Giles v. Univ. of Toled#1 F.R.D. 466, 469-74 (N.D. Ohio 2007)
(striking hearsay statements made on belief and understanding that were unsuldstgngiaeeific facts).
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of harassing its opponerits.

Such evidence carries eviass weight when it is considered in light of the
fact that Checkpoint’s request to withdrave topyright claim came little more than two
weeks after the Court encouraged the pattese-examine the case and determine if it
could be streamlined. Checkpoint’s explanatibat it believed that its copyright claim
against USS would detract from the focus of tmsent case is entirely consistent with
the Court’s directive, and represents g@prapriate reason for seeking an amendment.
See Paglin834 F. Supp. at 1190 (permitting théthdrawal of certain discrimination
claims, and noting that such action would “glify and focus the issues presented by this
case”);see also Bridgeport Music, Inc. ¥Mniversal-MCA Music Publ’'g, In¢ 583 F.3d
948, 954 (6th Cir. 2009) (rejesy a defendant’s requestrfaosts associated with a
voluntary dismiss under Rule 41(a)(2) whehe plaintiff had, atthe court’s urging,
weighed the costs and benefits ohtinuing to litigate the cases).

For all of the foregoing reasons, t@eurt finds that leave to amend to
remove the copyright claim against USS should be freely given. Further, because the
Court finds credible Checkpoint’s reason fmeking the amendment, and further finds

that USS will not be prejudiced therebguch a withdrawak without prejudice.

% It is unclear whether USS’s accusations relating to Checkpoint's alleged estégteah the recent trade
show, if substantiated, would support a separate tort action for defamation or libetofibes to amend
the Complaint by eliminating certain, but not all claims, do not, however, provide an opportunity for USS
to use Rule 15 to backdoor a request for tort damages.
* The fact that these claims couté brought again, notwithstanding certain barriers such as collateral
estoppel, does not constitute sufficient prejudice. “Golualve consistently held that ‘plain legal prejudice’
does not result merely from the prospect of a second lawsuit on identical i€suigersity Estates, Inc. v.
City of AthensNo. 2:09-cv-658, 2011 U.S. Dist. LEXIS 53414, at *8-*9 (S.D. Ohio May 18, 2011)
(citations omitted)See Grover by GroveB3 F.3d at 718 (citations omitted).
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USS’s Motion for Attorney’s fes under the Copyright Act

USS also seeks to recover its attorney’s fees incurred in defending
Checkpoint’s copyright infringement clair®ection 505 of the Copight Act of 1976
authorizes an award of feestte “prevailing pagt” in a suit under the Act. 17 U.S.C. §
505 See Bridgeport Music, Inc. v. Dimension Film$0 F.3d 792, 807 (6th Cir. 2005).
However, “even a prevailing party is not augtically awarded fees because such fees
are to be awarded only as a matter of @murt's discretion, and only when equity
requires such an awarcElektra Entm’t Group v. LicataCase No. 07-cv-569, 2008 U.S.
Dist. LEXIS 64852, at *13-*14 (S.DOhio Aug. 25, 2008) (citindg-ogerty v. Fantasy,
Inc., 510 U.S. 517, 533-34 (1994)peeBridgeport Musi¢ 410 F.3d at 807. The Supreme
Court has held that lower courts shouldnsider such factorss “frivolousness,
motivation, objective reasonabkss (both in theactual and in the legal components of
the case) and the need in particular wnstances to advance considerations of
compensation and deterrenceFdgerty, 510 U.S. at 535 n.19 (quotihgeb v. Topstone
Indus., Inc, 788 F.2d 151, 156 (3d Cir. 1986pee Thoroughbred Software Int’l, Inc. v.
Dice Corp, 488 F.3d 352, 361 (6th Cir. 2007). In exsing its discretin, a court should
remain faithful to the purposes of the Copftighct and treat previang plaintiffs and
defendants equallyd. at 362. The Sixth Circuit has obged, however, thdit generally
does not promote the purposes of the Copydghto award attornefees to a prevailing
party when the plaintiff has advancadeasonable, yet unsuccessful claiBridgeport
Music, Inc. v. Rhyme Syndicate Myg6 F.3d 615, 628 (6th Cir. 2004).

The Court begins with the question of whether USS is a “prevailing party”

under the Copyright Act. The Sixth Circuitsh&eld that, “[ijn copyright infringement
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cases, ‘[g]enerally, the prevailing partyase who succeeds on a significant issue in the
litigation that achieves some of the betsefthe party sought irbringing suit.” ”
Thoroughbred Softwaret88 F.3d at 362 (citation omitted). With respect to a different
federal statute containing a similar “préweay party” requirement for the issuance of
attorney’s fees, the Supreme@t has held that a “prevaignparty is one who has been
awarded some relief by the court..Buckhannon Bd. & Care Home v. W. Va. Dep't of
Health & Human Res532 U.S. 598, 603-05 (2001). Inmding, the Court observed that
the key inquiry is whether some court actios beeated a “material alteration in the legal
relationship of the partieslt. at 604. Courts have applidte Supreme Court’s “material
alteration” test to copyrighhfringement claims to find #t a voluntary dismissal without
prejudice by a plaintiff didhot materially change the legal relationship between the
plaintiff and defendant because the defendant remained subjdud risk of re-filing.
See, e.g., Cadkin v. Logss69 F.3d 1142, 1149 (9th Cir. 2008grt. deniedLoose v.
Cadkin 130 S. Ct. 1895 (20103ee also Bridgeport Music London Music, U.K226 F.
App’x 491, 493-95 (6th Cir. 2007) (noting ethexistence of, without ruling on the
applicability of, Buckhannonto copyright claims thatre voluntarily dismissedavith
prejudice, and affirming the deniaf attorney’s fees to defendant3prres-Negron v. J
& N Records, LLC504 F.3d 151, 164 (1st Cir. 2007) (holdiBgckhannonmaterial
alteration test applie® copyright claims, and concludj dismissal for lack of subject
matter jurisdiction does not confer pating party statusn a defendant).

Checkpoint’s decision to voluntarily sihiss what it maintains is a viable
claim does not mean that Centuryshaucceeded on a significant issi8ee, e.g.,

Christopher & Banks Corp. v. Dillard’s, Inc805 F. Supp. 2d 693, 697 (S.D. lowa 2011)
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(voluntary dismissal of certaplaintiffs who were improperly joined in the lawsuit was a
technical orde minimisvictory that did not involve # success on a significant issue).
Nor does such a decision materially attez relationship betwee@heckpoint and USS,
as Checkpoint remains free torgithis claim at a later tim€adkin 569 F.3d at 1148-
49. Moreover, there is nothing in the histafythe Copyright Act, or the supporting case
law, that would suggest that the Act waseant to penalize a party for seeking to
streamline its case. The Court finds, thereftrat Century is not prevailing party, and
cannot recover attorney’sds under the Copyright Act.

Even if Century enjoyed “prevailg party” status, a weighing of the
Fogertyfactors would not lead this Courtteake a discretionary award of fe8ge, e.g.,
Bridgeport Musi¢c 226 F. App’x at 495-98) (applying thEogerty factors as the
prevailing standard for attorney’s fees award determinatid®igeport Musi¢ 410
F.3d at 807-08 (same). Again, the requesartiend the Complaint to eliminate a claim
came immediately after the Court encouraged the parties to re-evaluate the claims and
narrow the issues. Checkpoint urstmres its confidee in the validityof its abandoned
claim by noting that “[l]est there be any dowtitout the strength of Count IV, one need
only compare the Checkpoint-Alpha manual to the USS manual (Complaint at Exs. | and
J) to see that the USS manual is almosesact replica of Checkpoint's work.” (Doc.

No. 38, Page ID # 683.) Century offers nathbeyond Checkpoint’s request to amend as
evidence that the claim was frivolous, and ¢hexr nothing in the record, to date, that

would suggest that igiclaim was not &ona fideeffort to seek redressSee Blackburn v.

® Additionally, it would appear, and USS does not arguthe contrary, that Count IV of the Complaint
adequately pled a claim for copyright infringeme3ge Bridgeport Musj@26 F. App’x at 497.
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City of Columbus60 F.R.D. 197, 198 (S.D. Ohio 1973k¢@ause plaintiff acted in good
faith, attorney’s feesvere not appropriateNetwork Caching Tech., LLC v. Novell, Inc.,
No. C-01-2079 VRW, 2003 U.S. Dist. LEXI®881, at *22 (N.D. Cal. Mar. 21, 2003)
(“the court is reluctant to hold that withdravediclaims or theories of infringement alone
is sufficient to conclude that these claimsevbaseless”). Contratyp the belief of USS
and its president, the Court cannot say, at plisit in the litigation, that the copyright
claim was brought to harass and embarrass 0IS8,abuse the judicial process. Because
the Court must conclude at thiscture that both the deaisi to bring the claim, as well
as the subsequent decision to dismiss thenglwas objectivelyeasonable, the Court
must also conclude that there is no need to deter such behavior in the future. Further, a
finding of good faith and a lack of frivolousnessupled with other previously discussed
factors, such as the limited nature ofativery and the absence of any evidence of
prejudice to USS, counsel agdias award of attorney’s feBSee University Estates v.
City of AthensNo. 2:09-cv-758, 2011 U.S. DidtEXIS 53414, at *12-*13 (S.D. Ohio

May 18, 2011). The motion of USS for attey’s fees is, th&fore, DENIED.

® USS appears to argue that attorndgis are also available under Rélga). Emphasizing the fact that it
is seeking to remove a claim under Rule 15, and not Rule 41(a), Checkpoint notes tha{&ul®es not
provide for the award of fees. Whikeave to drop claims is properlytsidered under Rule 15, and leave
to do so should be freely given, the Court retains the discretion to “impose conditions [such as the award of
attorney’s fees] upon leave to amdeto eliminate an issue or claimas it would upon a voluntary dismissal
under Rule 41(a)(2).Mgt. Investors610 F.2d at 394 n.22. However, Century’s conclusory statement that
the copyright claim was baseless is insufficient to support such an &esrdVakefie|d769 F.2d at 115.
Unsupported contentions that Checkpoint engaged in bad faith are likewise insufficient to support such an
award.University Estates, Inc. v. City of Athemdo. 2:09-cv-658, 2011 U.S. Dist. LEXIS 53414, at *11
(S.D. Ohio May 18, 2011). As set forth above, therao competent evidence the record to support a
finding that the claim was not lzona fideeffort to seek redress, or that it was brought for purposes of
harassment. Additionally, as previously stated, other retefaators, such as the fact that the case is in its
infancy, with discovery in the early stages&igh against an award of attorney’s fees.
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Checkpoint’s Second Motion to Amend

Checkpoint seeks to further amentd Complaint to eliminate certain
patent claims against defendants, once mg#ing the desire to streamline the case.
Defendants oppose any dismissal of thesamd without prejudice, insisting that
Checkpoint failed to properly investigate thdidiéy of the claims before bringing suit.

In support of its position, ities a letter from Checkpoint's counsel wherein counsel
indicated that source codeudd be extracted from the akdy converted assembly code,
but expressed the opinion that such aneandr would be expensive. (Doc. No. 44-4,
Page ID # 819.)

A plaintiff and his counsel have a dutyinvestigate the legal and factual
basis for any claims brought, and a failurepgrform such investigation may lead to
sanctionsSee Merritt v. Int’ Ass’n of Machinists and Aero. Workefsl3 F.3d 609, 628
(6th Cir. 2010) (affirming the awarding ofrsgions where plaintif§ counsel failed to
make a reasonable inquiry concernihg allegations in the complainBigrron v. Jupiter
Transp. Co.858 F.2d 332, 335 (6th Cir. 1988) (Rule 11, as amended, “stresses the need
for some prefiling inquiry into both the facasd the law to satigfthe affirmative duty
imposed by the rule.”) (quoting Advisory @mittee Note, Fed. R. Civ. P. 11). “[l]n the
context of patent infringement actions,” IRUL1 requires that an attorney “at a bare
minimum, apply the claims of each and evertepaithat is being brought in the lawsuit
to an accused device and conclude that there is a reasonable basis for a finding of
infringement of at least one ataiof each patent so assertediéw Eng’g, Inc. v. Robotic
Vision Sys., In¢ 208 F.3d 981, 986 (Fed. Cir. 2000). Tdtdigation to investigate is a

continuing one, and counsehaild conduct discovery or legrwise develop a factual
15



foundation for his client’'s claimsSee Dearborn St. Bldg. Asso, LLC v. Huntington
Nat'l Bank, 411 F. App’x 847 (6th Cir. 2011) (“Rule 11 imposes upon litigants a
continuing obligation to refrain from pursig meritless or frivolous claims during the
course of proceedings.”) Counsel's conduct in carryingitsutnvestigatory duties is
measured by an objective standard of reasonableviesstt, 613 F.3d at 626.

Checkpoint insists that it did condua pre-filing investigation into the
legal and factual basis for its patent clainmg] that its decision to abandon certain claims
has nothing to do with the meof these claims. Instead, it explains that its decision to
dismiss these claims was based on its behet the claims in question were more
complicated than the remaining patent claiarg] that it would not be cost-effective to
pursue these more complex and confgsidaims. That Checkpoint could have
conceivably reached this strategic demm sooner by relying on already existing
assembly code does not suggest that Cheakgailed to properly investigate these
claims before filing, or that wrongfully and knowinglyprosecuted frivolous claims.

Again, Century relies primarily on €bkpoint’s decision to dismiss these
claims to demonstrate that Checkpoint argl dbunsel failed tgroperly investigate

before bringing suif.Even if such a decision had rfotlowed the Court’s urging that the

" Century does point to other litigation wherein anottwurt sanctioned Checkpoint after determining that
Checkpoint’s infringement expert failed to tés¢ accused’s products. There is nothing betitiseCourt,
however, that would suggest thabunsel's pre-filing investigation irthis case was not objectively
reasonable.
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parties re-evaluate the claims and narrowisbaes, Defendants’ evidence would still be
woefully insufficient, on its own, to establish that the abandoned claims were baseless.
See Network Caching TecR0Q03 U.S. Dist. LEXIS 9881, a&R2. Further, Defendants
have failed to even suggesiat they will suffer plain Igal prejudice from a dismissal
without prejudice of these claims. Not onlythe case in the early stages, but the parties
have not even begun to brief the issuelafims construction or prepare for thiarkman
hearing, which is not scheehd to take placantil November 30, 2012. Consequently, the
Court finds that a dismissal of thedaims without prejudice is proper.
Conclusion

The Court is concerned that there have already been several false starts in
this matter. The motions to @md were an obvious resportsethe Court’'s urging that
the parties narrow the issues in the casd,2efendants’ insistendbdat the motions had
more sinister origins is not supported by tBeord. Going forward, the Court trusts that
the parties will remain focused on the mattiat will advance the case, and not divert
the Court’s attention with unnecessary motions.

For all of the foregoing reason§heckpoint's motions to amend the
Complaint (Doc. Nos. 34 and 42) are GRMED. USS’s motion for attorney’s fees
(Doc. No. 36) is DENIED.

IT ISSO ORDERED.

Dated: June 13, 2012 Sy o8y

HONORABIE SARA LIOI
UNITED STATESDISTRICT JUDGE
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