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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF PENNSYLVANIA

SWEET STREET DESERTS, INC., : CIVIL ACTION
Plaintiff,
V.
CHUDLEIGH'S LTD., NO. 123363
Defendant.

MEMORANDUM RE: DEFENDANT'S MOTION FOR LEAVE
TO FILE ITS AMEND ED ANSWER WITH COUNTERCLAIMS

Baylson, J. September Z, 2013

l. | NTRODUCTION

Defendant moves to amend its answer to add two new affirmative defenses and to add

three new counterlaims Plaintiff objects.
. FACTUAL BACKGROUND

Both the Plaintiff, Sweet Street Deserts, and the Defendant, Chudleightslang
companies that produce bakery products for retail and restaurants. In July 201iff, ¢?kzaned
an apple turnover product for Applebee’s restaurants, and sought to outsource the apple turnover
production to other manufacturers. In September 2010, Plaintiff contacted Defabdant
manufacturing its apple turnover product, and the parties signed a Mutual Nonudlesclos
Agreenent on September 28, 2010. Defendant provided Plaintiff with samples of the apple
turnover product, but Plaintiff decided to produce the turnovers in-famgseerminated the
business relationshiplo establish its baking facility, Plaintiff received ¢e® from machine
manufacturers for equipment specifically designed to produce its apple turnovert pmazhrty

2011. Shortly after receiving a quote from Forms and Frys for a dough folding médemes
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and Frys refused to manufacture the machin®kaintiff. Plaintiff alleges this was because
Defendant pressured Forms and Frys not to do business with Plaintiff.

On August 15, 2011 Applebee’s began selling Plaintiff's apple turnover product. On
August 24, 2011 Defendant sent Applebee’s a cease andldtsisasserting the cinnamon
apple turnover pastry it sold was “strikingly similar” to Defendant’'s BEO# design product
protected under United States trademark registration. Applebee’s tedhisatentact with
Plaintiff, allegedly because of Defendant’s cease and desist letter.

Plaintiff filed a complaint for a declaratory judgment of noninfringement oédadnt’s
trademark, thatte mark is invalid, antbr cancelation of the trademark. Plaintiff also claims
tortious interference whitits contacts with Forms and Frys and Applebee’s, unfair or deceptive
acts, and breach of the mutual nondisclosure agreement. After this court deniedbi&fend

motion to dismiss on April 4, 2013 (Sweet St. Deserts, Inc. v. Chudleigh’s Ltd., No. 12-3363,

2013 WL 1389760 (E.D. Pa. Apr. 4, 2013pefendant filed its Answer ariffirmative
defenses, but no counterclaims, on April 19. On July 2, 2013 Defendant moveeno iés
answerto add two new affirmative defenses and to tulde new counteclaims

Defendant seeks to add the affirmative defense that Plaintiff's complainbfaiiste a
claim because the complaint does not include any facts to support the alleged prefenaard
exerted on Forms and Frys, and because the complaint does not include any allefjations
materiality or of intent to support Plaintiff's claim of cancellation on tleeigd of fraudab
initio. The proposed Amended Answer adds counterclaims for trademark infringement, false
designation of origin, and unfair competition, which arise out of the same disputdamgffB

apple turnover product.



. LEGAL STANDARDS
Under Federal Rule of Civil Procedure 15(2) a party may amend a filing to which an
response is required with leave of the court. Fed.R.Civ.P. 15(a)(2) (“The court skeeljdjive
leave when justice so requires.’Leave to amend should be granted absent “undue delay, bad

faith, dilatory motive, prejudice, and futility.” In re Burlington Coat Facteg. Litig., 114 F.3d

1410, 1434 (3d Cir. 1997)An opposing party “must show that it was unfairly disadvantaged or
deprived of the opportunity to present facts or evidence which it would have offered had the . . .

amendments been timelyHeyl & Patterson Int'l, Inc. v. F. D. Rich Hous. of Virgin Islands,

Inc., 663 F.2d 419, 426 (3d Cir. 1981).
FRCP 13(a) requires a pleading to “state as a counter claim any claim that . . . the plead
has against an opposing party if that claim: (A) arises out of the tramsactoccurrence that is
the subject mattesf the opposing party’s claim.” Fed.R.Civ.P. 13(&Vhen claims are
compulsory undefRule] 13(a) the argument for allowing amendment is ‘especially

compelling.” Perfect Plastics Indus., Inc. v. Cars & Concepts, Inc., 758 F. Supp. 1080, 1082

(W.D. Pa. 1991) (citing Spartan Grain & Mill Co. v. Ayers, 517 F.2d 214, 220 (5th Cir.1975)).

V. THE PARTIES’ ARGUMENTS
Plaintiff contends leave to amend is inappropriate because Defendant’s -abainter
resut in undue delay that would prejudiBéaintiff. Plantiff further contends Defendant’s
counterelaims would be futile because they duplicative andarred by latches.
1. Plaintiff contends Defendant “has unduly delayed these proceedings with ddatbry
unnecessary motion practice” because Defenddetifto ask Plaintiff for consent to amend

under FRCP 15(a)(2). Defendant contends two and a half months is not an undue delay.



Defendant furtheargues thatequesting Plaintiff's consent would have been futile, since
Plaintiff is now opposing Defendant’s motitor leaveto amend.
2. Plaintiff asserts it is prejudiced IBefendanis inconsistent stances in the course of this
litigation. In support of its motioto dismissDefendant argued that there was no dispute or
controversy between the partigsit now asserts trademark infringement claagainst Plaintiff
Plaintiff contends itvould beprejudiced becausemust file additional briefing and itsnsold
product and apple inventory could spoil in the delgfendantresponds that product and
inventory spoilage does not prejudice Plaintiff's ability to bring its case.
3. Plaintiff contends amendment would be futile because the amended answer contains the
same #Hirmative defenses in the original answer, some of which were litigated in the motion to
dismiss.Defendant contends that even though the court denied its motion to disoossd istill
prevail on its arguments once the case is more developed.
4. Plaintiff contends amendment would be futile because Defendant’s counterclaims are
barred by lache®efendant argues courts typically find trademark infringement claims are
barred by laches after six years of the infringement, and lessabarearselapsed in this case.

V. ANALYSIS
1. A two and a half month delay is a relatively short period of time, and not undue delay.

Moreover, delay alone sninsufficient reason to deny leave to amend. Cornell & Co., Inc. v.

Occupational Safety & Health Review Comm573 F.2d 820, 823 (3d Cir. 1978). Instead, the

opposing party must show it is prejudiced by the ddtay.
2. Plaintiff does not contend that Defendant’s delay in seeking leave to dagnd
prejudiced its ability to prove its claims. Instead, Plaimiifitends the inconsistent legal

position has required additional briefing andyht causets perishable products and inventory to



spoil. Plaintiff does not assert that products or inventory must be preserved as&ve¢hat
leave to amend would unfairly disadvantage its ability to present facts or exidieyt &

Patterson Int'l, Inc.663 F.2d at 426. The Third Circuit has held that merely requiring additional

briefing alone is not prejudicial. _Dole v. Arco Chem. Co., 921 F.2d 484, 488 (3d Cir. 1990).

Accordingly, Plaintiff has not pointed to any prejudice it would suffer if this Caoaritgd
Defendant’s motion.

3. Plaintiff only challenges one of Defendant’s five proposed new pleaddefendant’s
second affirmative defengleat Plaintiffscomgaint fails to state a claim because it contains
insufficientfacts to support tortious interference with Forms and Frys. Although the motion to
dismiss did riais¢he question of whether the complaint failed to state a claefendant did not
previouslyraise the insufficiency of facts pleaahich is why Defendant moves to amend its
Answer Accordingly, this question was not previousdised or decidedand is not duplicative.

4. “Futility’ means that the complaint, as amended, would fail to statailm eipon which

relief could be granted.In re Burlington Coat Factory Sec. Litid.14 F.3d 1410, 1434 (3d Cir.

1997).When there is no statute of limitatiodefense, as here, laches mayabaffirmative
defense thatlso requires a showing mfexcusablelelay and prejudice resulting from the delay.

Univ. of Pittsburgh v. Champion Products Inc., 686 F.2d 1040, 1044 (3d Cir. 1982k

laches is an affirmative defen$daintiff can pleadachesn its Answe to Defendant’s
counterclaims, anil is not a reason to deny leave to amémddd Defendant’s countdgims:?
In addition, Defendant contends, correctly, that the propocseadterclaims are

compulsory under Rule 13(bgcause they arise out of the same transaction or occurrence

! Moreover, although the Court is not deciding the issitds unlikely Defendant’s counterclaims are barred by
laches, because two years is D facto an inexcusable delayld. at 1046 (finding a 2yearold trademark
infringement claim was not tirearred);see alsdSantana Products, Inc. v. Bobrick Washroom Equip., #@l
F.3d 123, 138 (3d Cir. 2005) (applying the UTCPL-ybdar statute of limitatins to determine whether a trademark
claim was barred by laches).




Accordingly the interests of justice counsel in favor of granting Defendant’s motiorefoe te
amend.
VI. CONCLUSION
This Courtwill grant Defendant’s motion for leave to amersdahswebecause there is
no justification for denying leave to amend. There was no undue delay, and Plainidt has
pointed to any prejudice it would suffer as a result of granting the motion. Moreover,

Defendant counterclaimsre compulsory under Rule 13(a), and are timely.
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