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IN THE UNITED STATES DISTRICT COURT
FOR THE SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION

WESTERN FALCON, INC.get al, 8
8§
Plaintiffs, 8
8
VS. 8 CIVIL ACTION NO. H-13-2963
)
MOORE ROD & PIPE, LLCet al, 8
8
Defendants. 8

MEMORANDUM OPINION AND ORDER DENYING
MOTION FOR AWARD OF ATTORNEYS’ FEES

Western Falcon, Inc. and Wagon Trail Venturkeslifthis patent infringement action against
Moore Rode & Pipe, LLC (“Moore Rod”) and Moore Pipe, Inc. (“Moore Pipe”) in 2013, slightly
more than a year before the patent was due toeexphe plaintiffs allegithat the defendants had
induced, and would continue to induce, thirdtigarto infringe their patented method for pumping
well fluids through a polymer-lined rod-pumpingssgm in certain types of oil wells. The
defendants responded by alleging that the patent was invalid.

The court stayed the litigation and preliminaeigjoined the defendants from advertising
or promoting their product for the acknowledgediimging use while the United States Patent and
Trademark Office’s Patent Trial and Appeal BogRITAB”) reviewed the patent’s validity in an
inter partes review. The PTAB found the patent invalid, and the defendants moved for summary
judgment and attorneys’ fees under 35 U.S.C. 8§ 2Bbcket Entry Nos. 43). The court lifted the
stay when the patent expired. The plaintifisrttmoved to dismiss the claims and counterclaims,
and the defendants filed a supplemental motion for attorneys’ fees. (Docket Entry Nos. 63, 68).

Based on the record, the motions and respoasdgshe applicable law, the court: (1) grants
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the plaintiffs’ motion to dismiss all claims anoumterclaims on the condition that the plaintiffs pay
the defendants’ costs of court, (Docket Entry 6R); (2) denies the defendants’ motions to recover
their attorneys’ fees, (Docket Entry Nos. 43, 68f &) denies as moot the defendants’ motion for
summary judgment. (Docket Entry No. 43). The reasons for these rulings are set out below.
l. Background

In 1999, Western Falcon and Wagon Trail Ventyme@xhased the exclusive rights to U.S.
Patent No. Re. 36,362 (the ‘362 Patent). &2 ‘Patent claims a nietd for pumping well fluids
through a polymer-lined rod-pumping system for use with reciprocating oil wells. (Docket Entry
No. 1 & 1-1). The plaintiffs maufactured and sold polymer lin¢os*a wide range of customers|,]
including oil companies that would install thedis in an oil well pumpig system, and use the
liners to produce production fluids” under the patented method. (Docket Entry No. 63, at 2).

Moore Pipe and Moore Rod dgsiand distribute tubular goods for use in the oil exploration
and production industry. Moore Pipe is base@amada and does not sell in the United States.
Moore Pipe formed Moore Rod in January 2013 “for the purpose of designing and distributing
[tubular goods] throughout éhUnited States.” (Docket Entry No. 64, at 5). Moore Rod is based
in Texas. Moore Rod assisted Moore Pipesearching and developing Moore Pipe’s “Shur-Flo”
product line, which uses a polymer lining intendedinstallation in production tubing sections.
Moore Rod made only one sale of Shur-Flo prodbefsre the plaintiffsifed this suit. That one
sale did not infringe the ‘362 Patent becausé&tng-Flo products were used in salt-water disposal
wells, not in rod-pumping reciprocating wells.

The plaintiffs learned in 2013 that Moore Pipe had supplied polyethylene liners to a

distributor who had provided them to an end-user in the United States. The plaintiffs sent Moore



Pipe a cease-and-desist letter. In July 2013, MBad asked the plaintiffs for a license under the
‘362 Patent. When the plaintiffsfused, Moore Rod requested irgartes review before the PTAB,
arguing that the ‘362 Patent was invalid.

On October 8, 2013, the plaintiffs sued, giihg that the defendants’ “Shur-Flo” polymer
liner infringed the plaintiffs’ 362 Patent and that the defendants were inducing their customers to
infringe. (Docket Entry No. 1)The plaintiffs sought: (1) damages false advertising, in violation
of the Lanham Act; (2) a declaratory judgment ¢tddaadvertising; (3) a declaratory judgment that
Moore Rod induced infringement; (4) a declarajodgment that Moore Pipe induced infringement;

(5) damages for tortious interference with prospective contract; (6) damages for tortious interference
in the plaintiffs’ relationship with an employesd (7) damages for misappropriating trade secrets.
(Docket Entry No. 1). Moore Rod and Moore Pipe counterclaimed for a declaratory judgment of
noninfringement, invalidity, and inequitable conduactd for attorneys’ fees under 35 U.S.C. § 285.
(Docket Entry Nos. 8, 10).

On November 6, 2013, the defendants movestipthe litigation pending the PTAB'’s inter
partes review. (Docket Entry Nos. 7, 18n December 13, 2013, the PTAB granted inter partes
review after finding “a reasonable likelihood tH#éte defendants] would prevail in showing

unpatentability of claims 1-20 of the ‘362 patenfDocket Entry No. 64, Ex. 2). On December 20,

1 “In chapter 31 of Title 35, Congress establishedagss for inter partes review of an issued patent
within the PTO.” St. Jude Med., Cardiology Div., Inc. v. Volcano Coig9 F.3d 1373, 1374 (Fed. Cir.
2014) (emphasis omitted). “Section 311 specifies thatraon other than the owner of the patent may
petition the PTO for such review; section 312 describegequired contents of the petition; section 313
allows a response.ld. (citing 35 U.S.C. 88 311-313). “Section 314 provides for the Director to institute
an inter partes review upon receiving a petitiolal.”(citing 35 U.S.C. § 314). “It specifies that the Director
‘shall determine whether to institute an inter partegere,’ and states that the Director may not grant the
petition unless ‘there is a reasonable likelihood that ttiBgresr would prevail with respect to at least 1 of
the claims challenged.1d. (quoting 35 U.S.C. § 314(a)).
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2013, the plaintiffs moved for a preliminaryjunction ordering the defendants not to induce
infringement by their customers. (Docket Entry No. 22). On February 4, 2014, after a hearing at
which counsel presented argument, the courredtan agreed order staying the case pending the
inter partes review proceedj and preliminarily enjoining Moore Rod and Moore Pipe from
advertising, promoting, offering, or distributirigeir polymer-liner products for use with rod-
pumping production wells in the United States. (Docket Entry No. 34).

On May 28, 2014, the plaintiffs moved to hole ttlefendants in contempt of the court’s
preliminary injunction order. (Docket Entry No. 37lhe plaintiffs argued that the defendants had
violated the order by advertising or promoting their Shur-Flo product for infringing use in rod-
pumping wells in the United States through the tiééats’ websites, third-party websites, and face-
to-face interactions with the plaintiffs’ customerkl. &t 7-8, 12-14). At the contempt hearing, the
defendants agreed to remove from their websitg t@arequest removal from a third-party website,
references to the allegedly infringing use of the plaintiffs’ product. (Docket Entry No. 40). The
plaintiffs did not produce or identify evidendepwever, to support their allegations that the
defendants had marketed or distributed the product for infringing use to the plaintiffs’ customers,
in violation of the preliminary injunction order. The court instructed the plaintiffs that if they
intended to pursue contempt, they had to filaffidavit from at least one customer showing that
the defendants marketed their product for an infriggise, in violation of the preliminary injunction
order. (Docket Entry No. 40). When the “deaélin . passed without any such filings,” the court
denied the plaintiffs’ motion to hold the defendants in contempt. (Docket Entry No. 41).

On October 2, 2014, the PTAB issued a finattem decision finding th ‘362 Patent invalid.

(Docket Entry No. 42-1kee als®5 U.S.C. 88 6(b)(4), 316(c). ddre Rod and Moore Pipe moved



to lift the stay and dissolve the preliminaryungtion. (Docket Entry No. 42). They also moved

for summary judgment and an award of attornésss under 35 U.S.C. § 285. (Docket Entry No.
43). The plaintiffs responded that summary judgtrwas inappropriate on the limited record and
that the case did not warrantattorneys’ fee award. (Docket #nNo. 52). After a hearing, the
court entered an agreed order temporarily lifting stay, dissolving the parts of the preliminary
injunction relating to patentability, reinstituting thiay for the short period remaining before the
‘362 Patent expired, and deferring a ruling on the motions for summary judgment and attorneys’
fees. (Docket Entry Nos. 57, 58).

On December 3, 2014, the PTAB denied the pishtnotion for rehearing of the final inter
partes decision. The ‘362 Patent expired four datgs, automatically lifting the stay. (Docket
Entry No. 64, at 2). On December 23, 2014, the plaintiffs moved to dismiss all claims and
counterclaims under FedeRalles of Civil Procedure 12(b)(1nd41(a)(2). (Docket Entry No. 63).

The plaintiffs argued that the PTAB’s interrfgs ruling, the ‘362 Patent’s expiration, and the
defendants’ promises to refraimin specified types of advertisj, hiring, and use of trade secrets,
justified dismissing all of the plaintiffs’ alms with prejudice under Rule 41(a)(2y. @&t 6-8). The
plaintiffs also sought dismissal under Rule 12(b)(1) of the defendants’ counterclaims for a
declaratory judgment of noninfringement, invalidéyd inequitable conduct, on the basis that the
plaintiffs covenanted not to stiee defendants under the ‘362 Pafentiny past, present, or future
acts. (Docket Entry No. 63, at 8 & Ex. 2). ellefendants responded, the plaintiffs replied, the
defendants surreplied, and the plaintiffs file@sponse to the defendants’ supplemental surreply.
(Docket Entry Nos. 64, 65, 66, 67, 68). The ddints also filed a supplemental motion for

attorneys’ fees, and the plaintiffs respondedodk®t Entry Nos. 68, 70)In the meantime, the



plaintiffs appealed the PTAB's inter partes revigecision to the Federal Circuit. (Docket Entry
No. 67, Ex. B). That appeal is pending.

The motions are analyzed below.
Il. The Plaintiffs’ Motion to Dismiss

The plaintiffs seek voluntary dismissal of thelaims against the defendants with prejudice
under Federal Rule of Civil Procedure 41(a)(23daton the PTAB's inter partes ruling, the patent’s
expiration, and representations made by the defesidéidocket Entry No. 63, at 6). The plaintiffs
also seek dismissal of the defendants’ countenslander Federal Rule Givil Procedure 12(b)(1),
based on the covenant not to suéd. &t 8). The defendants “agree their counterclaims and
affirmative defenses are rendered moot” if thentitis’ claims are dismissed. (Docket Entry No.
64, at 3). The defendants argue that they are nonetheless entitled to their attorneys’ fees under 35
U.S.C. § 285 because this is an “exceptional” calsk). (

Rule 41(a)(2) “precludes a plaintiff from digsing a lawsuit without the court’s permission
if either an answer or a motion for summanggment has been served on the plaintiff and the
defendant does not consent to dismisslte v. Hoffman-La Roche, In611 F.3d 506, 509 (5th
Cir. 2007) (citing ED. RULECIV. P. 41(a)(2)). The court maysthiss the action only “on terms that
[it] considers proper.” ED. R.Civ. P.41(a)(2). “A district cours decision to dismiss a lawsuit
under Rule 41(a)(2) is reviewdor abuse of discretion.Hyde 511 F.3d at 509. When plaintiffs
move to dismiss voluntarily without prejudice under Rule 41(a)(2), courts commonly award the
defendants their attorneys’ fees and cobtert. Guar. Ins. Corp v. Richard Carylon G804 F.2d
298, 300 (5th Cir. 1990) (citingeCompte v. Mr. Chip, Inc528 F.2d 601, 603 (5th Cir. 1976));

Spar Gas, Inc. v. AP Propane, In872 F.2d 348, 1992 WL 172129, at *3 (6th Cir. July 22, 1992)



(unpublished) (citinggmoot v. Fox353 F.2d 830 (6th Cir. 1965))[T]he purpose of such awards
is generally to reimburse the defendant for the litigracosts incurred in viewf the risk that the
same suit will be refiled and will impose digative expenses upon the defendant.”HARLESA.
WRIGHT & ARTHURR. MILLER, FEDERAL PRACTICE & PROCEDURES 2366, at 536—-38 & n.16 (3d
ed. 2008).

When plaintiffs move to voluntarily dismisstivprejudice, fees are usually not appropriate,
with some exceptionsSee Alexander v. State Farm LloyNs. 4:12-cv-490, 2014 WL 549389, at
*6 (S.D. Tex. Feb. 11, 2014) (“Attorney’s fees are routinely imposed on voluntary dismissals
without prejudice due to the risk that the defendatbe forced to relitigate its defense in another
proceeding. This risk does not accompany a dismissal with prejudisegals® WRIGHT &
MILLER, FED. PRAC. & ProOC. Civ. 8 2366, at 536-38 & n.16 (“Many courts have held that if the
dismissal is with prejudice, the court lacks the powo require the paymenf attorney’s fees,
unless the case is of a kind in which attornegésfotherwise might be ordered after termination on
the merits.” (collecting cases)).

The plaintiffs’ motion to dismiss their ctas with prejudice under Rule 41(a)(2) and to
dismiss the defendants’ counterclaims withorgjudice under Rule 12(b)(1), (Docket Entry No.

63), is granted, on the condition that the plainfiéy the defendants’ costs under Rule 54(d)(1).

2 “The Fifth Circuit has held,” however, “thatiafendant who is on the receiving end of a voluntary
dismissal with prejudice is a ‘prevailing party™ entitled to costs “under Rule Bdekander 2014 WL
549389, at *7 (citingschwarz v. Folloder767 F.2d 125, 130-31 (5th Cir. 1985&e also In re Hornbeck
Offshore Transp., LLONo. 10-0007, 2010 WL 3853017, at *2 (W.D. La. Sept. 21, 2010) (§fnhwartz
... the Fifth Circuit recognized that a dismissal with prejudice is tantamount to a judgment on the merits, and
the defendant is clearly the prevailing paatyd should ordinarily be entitled to costssge alsdPower
Mosfet Techs., LLC v. Siemens,8@8 F.3d 1396, 1416 & n.4 (Fed. Cir. 2004) (holding that “[t]he dismissal
of a claim with prejudice . . . is a judgment on the merits under the law of the Federal Circuit” and noting
“that the rule does not differ in the Fifth Circuit” (citiSghwarz 767 F.2d at 129)).
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Rule 54 states that, unless otherwise indicategtatute or rule, “costs—other than attorney’s
fees—should be allowed to the prevailing partgéeFeD. R.Civ. P.54(d)(1). The defendants are
prevailing parties entitled to cost&eeSchwarz v. Folloder767 F.2d 125, 130 (5th Cir. 1985)
(“Because a dismissal with prejudice is tantamowuatudgment on the merits, the defendant in this
case ... is clearly the prevailing parhdashould ordinarily be entitled to costsA)exander 2014
WL 549389, at *7 (requiring the party seeking voluntary dismissal with prejudice to pay the
defendant’s costs is “a ‘proper’ term for [the pl#i’s] dismissal under Rule 41(a)(2), in addition
to being authorized by Rule 54(d)(1)").
Attorneys’ fees may be appropriate undematependent statutory authority for an award.
SeeWRIGHT & MILLER 8 2366, at 540 & n.17 (citing cases)outts generally “will not deviate
from the American Rule” that “[e]ach litigant palgss own attorney’s feesvin or lose, unless a
statute or contract provides otherwis®aker Botts LLP v. ASARCO L|LNo. 14-103, — S. Ct.
—, 2015 WL 2473336, at *4 (U.S. June 15, 2015) (quatastomitted)). The defendants assert that
35 U.S.C. § 285 provides that independent statwatotiyority. Section 285 states that “[t|he court
in exceptional [patent] cases may award reasonéblmay fees to the prevailing party.” 35 U.S.C.
8§ 285;see also Baker Bof{t2015 WL 2473336, at *4 (a provision that “mentions ‘fees,” a
‘prevailing party,” and a ‘civil action. . . is a ‘fee-shifting statutéhat trumps the American Rule™
(quotingComm’r v. Jean496 U.S. 154, 161 (1990ht.R. Tech. Inc. v. Astechnologies, |r&75
F.3d 1378, 1386 (Fed. Cir. 2002) (holding that § 2&&ides an independent basis for the court’s
jurisdiction over an attorneys’ fees claim).
The plaintiffs contend that the court lacks subject-matter jurisdiction over the defendants’

request for attorneys’ fees in light of theveoant not to sue for pga present, or future



infringements of the ‘362 Patent. (DotkEmtry No. 65). The plaintiffs cittmana Refrigeration,

Inc. v. Quadlux, In¢.172 F.3d 852, 856 (Fed. Cir. 1999), holding that the court lacked subject-
matter jurisdiction over an alleged infringer’sich for a declaratory judgment of noninfringement
because the patent holder had “filed a covenant not to assert a patent infringement claim against”
the infringer and it was “clear that no controversy survive[d] the . . . covenanGugped Sack Mfg.
Corp. v. Chase Packaging Corp.7 F.3d 1054, 1060 (Fed. Cir. 1995). Neithgrananor Super
Sackinvolved a claim for attorneys’ fees undgs U.S.C. § 285. Courts consistently retain
jurisdiction over attorneys’ fees claims under 351C. § 285 when, as here, a plaintiff has entered
into a preverdict covenant not to sue for issues relating to patent infringe®eatHighway
Equipment Co. v. FECO, Ltd169 F.3d 1027, 1032-33 (Fed. Cir. 2006)agineering, Inc. v. Van
Klassens, In¢.53 F.3d 1260, 1263 (Fed. Cir. 1995).

Despite the Rule 12(b)(1) dismissal, the court retains subject-matter jurisdiction to determine
whether an award of attorneyges is appropriate under § 285. The plaintiffs’ motion to dismiss
the fee-award request for lack of subject-matter jurisdiction is denied.

lll.  The Defendants’ Motions for Attorneys’ Fees

A. The Legal Standard for Awarding Attorneys’ Fees in a Patent Case

Title 35 U.S.C. § 285 provides that “[t|hewrt in exceptional cases may award reasonable
attorney fees to the prevailing party.” Thapme Court recently rejected what it characterized
as an overly demanding and rigid reading“@%ceptional case.” The Court held that “an
‘exceptional’ case is simply one that stands autifothers with respect to the substantive strength
of a party’s litigating position (considering both th@verning law and the facts of the case) or the

unreasonable manner in which the case was litigat€atfane Fitness, LLC v. ICON Health &



Fitness, Inc.134 S. Ct. 1749, 1756, 1758 (2014). “District courts may determine whether a case
is ‘exceptional’ in the case-by-case exercisdheir discretion, considering the totality of the
circumstances.ld. In exercising that discretion, courts may consider, among other factors,
“frivolousness, motivation, objective unreasonabssn@oth in the factual and legal components

of the case) and the need in particular circunt&tato advance considerations of compensation and
deterrence.1d. at 1756 n.6 (citation omitted). A prevailipgrty must establish its entitlement to
fees by a preponderance of the evidence; clear and convincing evidence is not ristjairéd58.

Merely asserting that a party’s arguments weitbout merit does not show that a case is
exceptional. Instead, courts look to whether ypenew or willfully ignored evidence that the
claims were meritless; whether the party couldehdiscovered the lack of merit by doing a basic
pretrial investigation; or whether the lack ofnh&vas clear early in the litigation. A court will
generally not find a party with a good-faith argument in favor of its position to have made
“exceptionally meritless” claimsSee Small v. Implant Direct Mfg. LL8o0. 06 Civ. 683(NRB),

2014 WL 5463621, at *3 (S.D.N.Y. Oct. 23, 201ghe also EON Corp. IP Holdings LLC v. Cisco
Sys. In¢ 12-CV-01011-JST, 2014 WL 3726170 (N.D. Cal. July 25, 2014) (even when the
plaintiff's argument was “quite stretched” andatmduct “difficult to explain,” the court could not
“quite conclude thatoreasonable patentee could see an opening . .. through which the argument
could be squeezedzametek LLC v. Zynga, IndNo. CV 13-2546 RS, 2014 WL 4351414, at *3
(N.D. Cal. Sept. 2, 2014) (while the plaintiff's direg, which “consisted of gmular parsing of the
claimed steps rather than any substantive explanation of how [the invention] differed from the
underlying abstract idea,” was inadequate, it “did not . . . descend to the level of frivolous argument

or objective unreasonableness”). Courts have awarded attorneys’ fees under § 285 when a party
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advances arguments that are particularly weakaakdsupport in the record or that relitigate issues
the court has already decided.

The cases show that the most common tgpesidence establishing exceptionality include
evidence showing that the plaintiff engaged iaguitable conduct befotbe PTO; the plaintiff
failed to conduct an adequate prefiling investgabr to exercise due diligence before filing suit;
the plaintiff knew or should had@own that its claim was meritless or lacked substantive strength;
the plaintiff initiated the litigation to extract settients from defendants to avoid costly litigation;
the plaintiff proceeded in bad faith; and litigation misconduct.

B. Analysis

The defendants argue that this case is excepbecause the plaintiffs: (1) brought this suit
only 14 months before the ‘362 Patfs expiration date and asserted groundless infringement claims

to retaliate for the inter partes review proceeding; (2) embarked on an “aggressive campaign to

3 See, e.gCognex Corp. v. Microscan Sys., Ingqg. 13—-CV-2027 JSR, 2014 WL 2989975, at *4
(S.D.N.Y. June 30, 2014) (criticizing the plaintiff foosttrial motions that simply sought to relitigate issues
decided during trial and awarding fees at least as to those motiotes);Recreation Corp. v. Team
Worldwide Corp.No. CV 04-1785 (PLF), — F. Supp. 3d —, 2015 WL 135532, at *3 (D.D.C. Jan. 9, 2015)
(awarding attorneys’ fees because the patenteetiadddlawed, nonsensical, and baseless arguments, which
lacked factual support, seeking only to re-litigate [th@}i€s [previous] construction of the term ‘socket™);
Precision Links Inc. v. USA Products Group, |id¢o. 08-576, 2014 WR861759, at *3 (\D.N.C. June
24, 2014) (criticizing the plaintiff for seeking a preliraiy injunction largely based on a liability theory the
court had already rejected and for filing frivolous postdismissal motiGashetek LLC v. Zynga, IndNo.

CV 13-2546 RS, 2014 WL 4351414, at *3 (N.D. Cal. Sept. 2, 2014) (collecting dage®n View Tech.,

LLC v. Findthebest.com, Incd3 Civ. 3599 DLC, 204 WL 2440867, at *6-7 (®.N.Y. May 30, 2014)
(awarding fees after granting judgment on the pleadirgause basic investigation would have revealed the
defendant’s noninfringmentKilopass Tech. Inc. v. Sidense Ci.10-02066 SI, 2014 WL 3956703, at
*13-14 (N.D. Cal. Aug. 12, 2014) (awarding fees when the plaintiff's investigation consisted of getting one
legal opinion of noninfringemennd another incomplete opiniogvoe Corp. v. AE Tech Co., LtNo.
2:12—cv—00053—-GMN-NJ, 2015 WL 2448714, at *2 (D. Ngw.. 20, 2015) (recommending awarding fees
because of “(1) the entry of default judgment agddefendant on a claim for willful infringement, (2) the
imposition of case-dispositive sanctions for Defendant’s willful failure to comply with the Court’s orders and
to obtain counsel, and (3) the order finding Defendiartontempt of the preliminary injunction order”
(citations omitted))accepted and adopted015 WL 2448718 (D. Nev. May 21, 2015).
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prevent [the d]efendants from marketing theioducts by seeking a preliminary injunction”;
(3) pursued a contempt motion without an adequate evidentiary basis; and (4) persist in trying to
impose appellate costs on the defendants. (Docket Entry Nos. 67, 68). The defendants seek
$94,681.50 in fees and expenses incurred irttses. The defendants also seek $430,284.42 in fees
and expenses incurred in the inter partes repigeeding, asserting that the proceeding and the
fees it required were necessary to prevail in this case. (Docket Entry No. 64, at 12).

1. The Timing of the Lawsuit

The defendants citamelight Networks, Inc. v. Akamai Tech., [i84 S. Ct. 2111 (2014),
which stated that “liility for inducemet’ of infringement under 35 U.S.C. § 271(b) “must be
predicated on direct infigement” under § 271(abee idat 2117. The defendants assert that the
absence of direct infringement allegations in the complaint make the plaintiffs’ induced infringement
claims groundless. The defendants also citéabgence of evidence” of any direct infringement.
(Docket Entry No. 66, at 5).

The induced infringement allegations do m@rrant an exceptional case finding. Courts
assessing objective baselessness must “focus on the act of filing the complaint as the actionable
event,” not on subsequent acts or eveftse Content Extraction and Transmission LLC v. Wells
Fargo Bank, Nat'l Ass'’n776 F.3d 1343, 1350 (Fed. Cir. 201d¢ge also Boehm v. Future Tech
Today, Inc.No. 6:15-cv-277-MC, 2015 WL 2401423, atd% n.4 (D. Or. May 19, 2015) (denying
the motion for attorneys’ fees despite “conclad] [that] the complaint [wa]s meritless” under
Limelightbecause “the complaint was not so egregious as to fall under the scope of 35 U.S.C. §
285"). The plaintiffs’ complaint alleged directfringement. The complaint alleged that Surge

Energy, a third-party end-userdbore Pipe’s Shur-Flo productsreectly infringed the ‘362 Patent.
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(Docket Entry No. 1, 11 59, 60, 62, 64, 66, 75, 77, 78). And when the plaintiffs filed their
complaint, they had a basis &tlege that the defendants had induced, or would soon induce,
infringement of the ‘362 Patent.

To succeed on an induced-infringement clamder § 271(b), a plaintiff must prove by a
preponderance of evidence that (1) there has Heent infringement and (2) the defendants
knowingly induced infringement and possessedcHj intent to encourage their customers’
infringement.See Acco Brands, Inc. v. ABA Locks Mfr.,601 F.3d 1307, 1312 (Fed. Cir. 2007).
The plaintiffs’ original complaint alleged thistoore Pipe induced infringement by shipping Shur-
Flo to a distributor in the UniteStates, where it was installed in a rod-pumping producing oil well.
(Docket Entry No. 1, 11 56-79). The plaintiffs also sought a declaratory judgment that would
prevent Moore Rod, the Xas affiliate, from induing infringement. Id., 11 24-55). See Fina
Research, S.A. v. Baroid Ltd41 F.3d 1479, 1481, 1484 (FeCir. 1998) (providing that direct
infringement is not required for a party to see#teclaratory judgment that a party’s actions will
induce infringement).

The timing of the lawsuit—14 months befdree ‘362 Patent’'s expiration and after the
defendants challenged the patent’s validity thouglirtter partes review process—does not support
an exceptional case findingee Kreative Power, LLC v. Monoprice, |fgo. 14—cv—-02991-SI,
2015 WL 1967289, at *6 (N.D. Cal. Apr. 30, 2015)r{igdimg a motion for attorneys’ fees under 35
U.S.C. 8§ 285 even though the court had found thetgfearmpatent “invalid in view of [a] prior art
2008 public display” because there was “no redeagxpect that Kreative, as the owner of an
issued design patent, would concladéhe outset of the case tha patent was invalid, especially

when Kreative’s attorneys performed a pre-suit stigation and prepared a claim chart”). Even
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an “expired patent may form the basis of an action for past damages subject to the six-year limitation
under 35 U.S.C. § 286.Genetics Institute, LLC v. Novartis Vaccines and Diagnostics, 666.
F.3d 1291, 1299 (Fed. Cir. 2011).

The defendants do not cite authority supporthmgr assertion that filing a lawsuit during
the pendency of an inter partes proceediggires an exceptional case finding. When the PTAB
initiated the inter partes review proceeding, it had “not made a final determination on the
patentabilityof any challenged claim.” (Docket Entry No. 42-2, at 15 (IPR Decision Instituting
IPR)). Patentees may sue for infringemenbsg as a claim-at-issue has not been cancelled, and
patent claims are not cancelled until a certificatues after the inter partes review appeals are
exhausted See Fresenius USA, Inc. v. Baxter Int’l, |[nié21 F.3d 1330, 1339-40 (Fed. Cir. 2013)
(“[T]he language and legislative history of tlemxamination statute show that Congress expected
reexamination to take place concurrent with litigation, and that cancellation of claims during
reexamination would be binding in concurrentimjement litigation. . . . [I]f the PTO confirms the
original claim in identical form, a suit based oattilaim may continue, but if the original claim
is cancelled or amended to cure invalidity, the patentee’s cause of action is extinguished and the suit
fails”); 35 U.S.C. § 318(b) (requiring that “the time for appeal” expire or that any appeal be
“terminated” before the PTO issues a cancealtatertificate); 37 C.F.R. § 42.80 (same). And the
Supreme Court recently made cléfaat even a good-faith belief &sa patent’s invalidity is no
defense to a claim of induced infringeme®ge Commil USA, LLC v. Cisco Sys.,,lreS. Ct. —,
2015 WL 2456617, at *9 (U.S. May 26, 2015) (“[A] belietasnvalidity cannot negate the scienter
required for induced infringement.”).

Nor do the defendants’ allegations of retaligtmotive justify an exceptional case finding.
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See JS Prods., Inc. v. Kabo Tool O¢o. 2:11-cv—01856—RCJ-GWF, 2014 WL 7336063, at *5 (D.
Nev. Dec. 22, 2014) (“While the timing of this camakes JSP’s suspicions plausible, JSP again
fails to provide the Court with evidence that Kabo’s motivation in sending the cease-and-desist
letters, or raising an infringement counterclainthis case, was to harass JSP. Without evidence
in the record, JSP’s suspicions, even if wellided, are not enough to cause this case to stand out
as exceptional.”)Ateliers de la Haute-Garonne v. Broetje Automation-USA +rd-. Supp. 3d —,
No. 09-598-LPS, 2015 WL 1467204, at *8 (D. Del. N8&.2015) (rejecting the plaintiff's request
for attorneys’ fees based on allegations that the defendant “maliciously infringed [the plaintiff's]
trade dress and patents by developing its own pradwsztbotage [the plaintiff], in retaliation for
[the plaintiff] supplying its products to one ofift defendant’s] competitors” because “there [wa]s
little if any evidence to support a finding that [the defendant’s] actions in this regard were
malicious” and “the record overall support[ed] a fmgithat [the defendant] was engaged in routine
business decisionmaking®f. Monolithic Power Sys., Inc. v. 02 Micro Int’l, Ltd26 F.3d 1359,
1369 (Fed. Cir. 2013) (affirming thestiiict court’s award of attornsyfees based on its finding that
the defendant engaged in “extensive misconducbmpris[ing] an abusive ‘pattern’ or a vexatious
‘strategy’ that was ‘pervasive enough to inféne entire litigation,” includig “filling] a complaint
in the ITC against [the plaintiff] and [the plaintiff's] customers in retaliation for the declaratory
judgment action [the plaintiff] had filed against it”).

The timing of the lawsuit does not make this case exceptional.

2. The Request for a Preliminary Injunction
Moore Rod and Moore Pipe argue that the plaintiffs engaged in litigation misconduct by

seeking a preliminary injunction barring them fradvertising or distributing their Shur-Flo product
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for infringing use. The argument does nokramwvledge that the defendants agreed to the
preliminary injunction as a condition staying the litigation. (Docket Entry No. 34). They submitted
an agreed order outlining the injunction’s termkl.)( “A party will not be heard to appeal the
propriety of an order to which it agreedl’el-Phonic Servs., Inc. v. TBS Int'l, In875 F.2d 1134,
1137 (5th Cir. 1992%ee also Gary H. Hegstrqré31 F.2d 1430, 1439 (9th Cir. 1987) (“When the
defendants lead the district court down the primpeé, . . . they cannot later complain that the
district court’s order was impropé (quotations omitte)). The plaintiffs’ pursuit of the agreed
preliminary injunction does not make this case exceptional.

3. The Contempt Motion

The defendants argue that the plaintiffstion for contempt sanctions was groundless and
justifies an exceptional case finding. They pointhe plaintiffs’ failure to produce an affidavit
from a third-party customer attesting to the delints’ marketing or distribution of their Shur-Flo
product for an infringing use id-pumping wells. They also argtiet the plaintiffs should not
have monitored their compliance with the court’s preliminary injunction.

The record does not show thhé plaintiffs’ motion to holdhe defendants in contempt of
the court’s preliminary injunction order was procedurally defective or groundless. The plaintiffs
conferred with defense counsel before filingriaion, as the rules require. (Docket Entry No. 37,
at 24). The court’s injunction order specificadlifowed such a motion, providing that “nothing
about this Order precludes either party from irdiagely filing, during the sty, a motion to address
potential violations of the Preliminary Injunction.” (Docket Entry No. 34, a&t€);also Financial
Cas. & Sur., Inc. v. Zouvelp€iv. A. No. H-11-2509, 2011 W6291962, at *2 (S.D. Tex. Dec. 15,

2011) (granting a plaintiff’s motion for a show-sa&uhearing to determine whether the defendants
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should be held in contempt).

The agreed preliminary injunction prohibitia@ defendants from “[a]dvertising, promoting
or offering for sale polymer liners or lined tubw@aincluding Shur-Flo, for use in the United States
in production wells using rod-pumping systemstil December 7, 2014.{Docket Entry No. 34,
at 3, 1 2(b)). The plaintiffs’ motion was largéhbout advertising.” (Docket Entry No. 45, at 6
(Hearing Transcript)see alsdocket Entry No. 37). At thbearing, the defendants agreed to
remove statements from their websites abouSthe-Flo product’s use in reciprocating rod wells
and to ask third parties to remove similar staets from their websites. (Docket Entry No. 45, at
7-8, 13). The court gave the plaintiffs two wetkproduce an affidavité&m a customer providing
support for the claim that the defendants weidating the injunction’s prohibition against
promoting or selling Shur-Flo to the plaintiffs’stomers for use in reciprocating wells. The steps
the defendants agreed to addressed some of the issues the plaintiffs raised in their motion to hold
the defendants in contempt. Although the gii;mdid not produce an affidavit showing any
infringing sales to the plaintiffs’ customers andriby declined to pursue their motion to hold the
defendants in contempt, that decision does not justify an exceptional case finding.

Even if the plaintiffs were objectively unreamble in asserting that the defendants had
violated the court’s injunction by promoting thieug-Flo product and selling it to third parties, that
would not by itself justify an exceptional case findirfg§ee MyMedicalRecords, Inc. v. Jardogs,
LLC, 2015 WL 1781332, at *3 (C.D. Cal. Apr. 20, 2015) (denying the defendants’ motion for
attorneys’ fees because although the plaintiff’s “refts withdraw or stipulate to invalidity of the
‘883 Patent after claim construction was unreabtenait was “the only sanctionable action by [the

plaintiff] throughout the case, and therefore Hfmbt cause the case to rise to the level of

17



‘exceptional’ under section 285™3pe also idat *4 (distinguishing cases in which “the plaintiff .
.. had continuous egregious behaviootlyhout the case, not just one instance” (cifAgX Patent
Holdings, Inc. v. Voxernet LL@QNo. 5:13—CV-01708 HRL, 2014 WL 5795545, at *5 (N.D. Cal.
Nov. 6, 2014)Logic Devices, Inc. v. Apple IndNo. C 13-02943 WHA, 2014 WL 6844821, at *1
(N.D. Cal. Dec. 4, 2014)xf. Oplus Techs., Ltd. v. Vizio, In€32 F.3d 1371, 1374-75 (Fed. Cir.
2015) (vacating the district court’s ruling denyimg$ because the record showed “an egregious
pattern of misconduct” that inglied “harassing, unprofessional, aedatious litigation”). Because
the record here does not present similar aaltilievidence of litigation misconduct, the motion for
contempt, in light of its resolution, does not justify an exceptional case finding.
4. The Appeal of the PTAB Decision

The defendants argue that the plaintiffsfareing them to incur unnecessary expenses by
appealing the PTAB’s decision finding the pdate-which expired shortly after the decision—
invalid for obviousness. But the plaintiffs have a righappeal. If they prevail, they may be able
to seek damages for past infringement on the since-expired p&emiGenetics Institute LLC v.
Novartis andDiagnostics, InG.655 F.3d 1291, 1299 (Fed. Cir. 2011) (expired patemig; Cuozzo
Speed Tech2015 WL 448667, at *6 (Fed. Cir. Feb. 4, 20%ting the proper claim construction
standard to be used by the USPWREN reviewing expired patentf);re Rambus753 F.3d 1253,
1256 (Fed. Cir. 2014) (same). This factor does not support an exceptional case finding.

C. Summary

The record shows that the relevant factoosisidered both alone and in combination, do not

justify finding exceptional circumstances that would support the fee award the defendants seek.
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V. Conclusion
The plaintiffs’ motion to dismiss the clainasid counterclaims, (Docket Entry No. 63), is
granted on the condition that the plaintiffs pag ttefendants’ costs under Rule 54(d)(1). The
defendants’ motions for attorneys’ fees under 35 U.S.C. § 285, (Docket Entry No. 43, 68), are
denied. The defendants’ motion for summary judgi{®ocket Entry No. 43), is denied as moot.
Because this Memorandum and Opinion resadlkesemaining issues in the case, an order
of dismissal is separately entered. The defendants may seek costs under Rule*54(d)(1).

SIGNED on June 18, 2015, at Houston, Texas.

A )

ee H. Rosenthal
United States District Judge

* See Lightfoot v. Hartford Fire Ins. GiNo. CIV.A. 07-4833, 2012 WL 6161796, at *1, 4 (E.D. La.
Dec. 11, 2012) (considerirtge defendant’'s motion for costs under Rule 54(d) filed 7 days after the court
granted the plaintiff's Rule 41(a)(2) motion to dismiss with prejudgas also Alexandg2014 WL 549389,
at *6-7 (finding that “no ‘exceptional circumstancegrrant[ed] fee shifting from” the plaintiff seeking
voluntary dismissal with prejudice to the defendant but requiring the plaintiff to pay costs as a condition of
dismissal);Sarkes Tarzian, Inc. v. Philco Cor851 F.2d 557, 560-61 (7th Cir. 1965) (affirming both the
district court’s denial of attorneys’ fees under 8 288 its award of costs because “[t]he costs that may
properly be awarded to the prevailing party in a lawiswn a different basis than an award of attorney fees
under 35 U.S.C. § 285").
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