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3 UNITED STATES DISTRICT COURT

WESTERN DISTRICT OF WASHINGTON

9 AT SEATTLE

10 JOHN JOVANOVICH and CASE NO. C10-924-RSM
JOVANOVICH SUPPLY CO., INC., a
11 Washington corporation, ORDER GRANTING PLAINTIFF'S
MOTION TO DISMISS PURSUANT

12 Plaintiffs, TO FED. R. CIV. P. 41(A)(2)
13 V.

14 REDDEN MARINE SUPPLY, INC,,

15 Defendant.
16 . INTRODUCTION
17 This matter comes before the Court upaaiiffs’ Motion for Voluntary Dismissal

18 || Pursuant to Fed. R. Civ. P. 41(a)(2) and &w Order Terminating Remaining Discovery
19 || Proceedings (Dkt. # 55). For the reasons s#t fmelow, Plaintiffs’ motion is GRANTED in
20 || part and DENIED in part.

21 II. DISCUSSION

22 || A. Background

23 The patent at issue is U.S. Patiot 5,819,464 (the “464 patent”), entitled “Condition-

24 || adaptable colored fishing net.” The patent dégsria fishing net comprised of a single, large net

ORDER GRANTING PLAINTIFF'S MOTON TO DISMISS PURSUANT TO FELR. CIV. P.41(A)(2) - 1

Dockets.Justia.com


http://dockets.justia.com/docket/washington/wawdce/2:2010cv00924/168175/
http://docs.justia.com/cases/federal/district-courts/washington/wawdce/2:2010cv00924/168175/64/
http://dockets.justia.com/

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

panel of a color capable of biding in water in certain lightingnd water conditions and, creajed

on that net panel, different size and shape areas of different colors, also capable of blen
water in certain lighting and water conditiorid64 Patent, 1:58-68. On June 4, 2010, plainti
filed a complaint alleging that defendant vimporting, offering to sell, and selling condition-
adaptable, colored fishing nets manufacturetidistributed by Osada$hing Net Co., Ltd. ang
by Nagaura Net Co., Inc. that infringed onerare claims of the ‘464 patent. Dkt. # 1.
Defendant counterclaimed seegfideclaratory judgments aofualidity and noninfringement anq
asserting a claim for false marking under 35 U.S.C. § 292. Dkt. # 10.

On April 28, 2011, defendant moved to amendaitswer to withdraw the counterclaim

ing in

iffs

=

alleging false marking and to assert a new clafinmequitable conduct. To support its allegation

of inequitable conduct, defendant alleged that &mal prior art wa withheld that contradicted

statements that plaintiff John Jonevich and his attorney made to the Patent Office”. Dkt. # 28.

The Court granted defendant’s leave to amedbkk. # 42. Defendant filed its amended answ
asserting counterclaims for declaratory judgments of invalidity, noninfringement, and ineg
conduct shortly thereafter. Dkt. # 43. ®lay 27, 2011, the Court held a Markman Hearing
disputed claim terms. The Court issueditder on claim construction on June 7, 2011. Dkt.
47.

Now before the Court is plaintiffs’ motion thsmiss all claims and counterclaims in t
present action. Plaintiffs agsséhat, “[b]ased on the Cots Order on Claim Construction...
plaintiffs hereby irrevocably and unconditionally covenant not to sue defendant for infring
of any claim of the ‘464 patent based upog aolored fishing net products currently or
previously manufactured, usesld, offered for sale, or imped into the United States by

defendant.” Dkt. # 55, p. 1. Plaintiffs seekrdissal of all of itglaims with prejudice;
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dismissal of defendant’s counteairths without prejudice; and amder terminating all discover
proceedings. Plaintiffs argue that the covemantto sue together with the dismissal of its
claims divest the Court of subject mattergdiction over defendantdeclaratory judgment
counterclaims.

Defendant does not oppose dismissal of filgshclaims and agges that the Court no
longer has jurisdiction over itdeclaratory judgment counteaains for noninfringement and
invalidity. However, defendamirgues that it may still pursue a claim for attorneys fees pur
to 35 U.S.C. § 285 and, because that claimasdipated on an argument of inequitable condu
the Court retains jurisdiction over its declargtjudgment claim ofinenforceability.

B. Analysis

A federal district court may exerciselgect matter jurisdiction over a declaratory
judgment action only where there“gsubstantial controversietween parties having adversg
legal interests, of sufficient immediacy andligy to warrant the issuance of a declaratory
judgment.” Presier v. Newkirk, 422 U.S. 395, 401, 95 S.Ct. 2330, 45 L.Ed.2d 272 (1975).
“Without an underlying legal cause of action, adyerse economic interestat the declaratory
plaintiff may have against theedlaratory defendant is not a I#igaognizable interest sufficien
to confer declaratory figment jurisdiction.”Benitec Australia, Ltd. v. Nucleonics, Inc., 495
F.3d 1340, 1344 (Fed. Cir. 2007) (quotMgcrochip Tech. Inc. v. Chamberlain Group, Inc., 441
F.3d 936, 943 (Fed.Cir.2006)). Accorgly, as the parties here amde, plaintiffs’ dismissal of
all claims against defendant and covenant nstioon the ‘464 patent thirespect to any of
defendant’s current or previoustyanufactured products deprivibss court of jurisdiction over
defendant’s counterclaims for declaratorlyefeas to invalidity and noninfringement.

Nonetheless, at issue here is whether defatglaounterclaim for@orney’s fees under 35

suant

Ct,

A4
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U.S.C. § 285, as it is predicated on an allegeatf inequitable conductgests the Court with
jurisdiction to consider defendant’s counterclaim for a declaratory judgment of unenforces
Addressing this very issue, the Federal Girbas held that, even where a district coul
no longer retains jurisdiction witlespect to “patent-relatedunterclaims,” 35 U.S.C. § 285
serves as an independent basis for the exestjseisdiction over a @im for attorneys fees:
While the covenant [not to sue for imfgement] may have eliminated the case or
controversy pled in the patent-relatedunterclaims and deprived the district
court of Article Il jurisdidion with respect to thossounterclaims, the covenant

does not deprive the district court of jurisdiction to determine the disposition of ...
the request for attorney fees under 35 U.S.C. § 285.

Monsanto Co. v. Bayer Bioscience N.V., 514 F.3d 1229, 1242 (9th Cir. 2008) (quotHiigihway
Equip. Co. v. FECO, Ltd., 469 F.3d 1027, 1033 n. 1 (Fed.Cir.2006)). Furthermore, “jurisdig
to decide whether a patent was obtainedubh inequitable conduct nessarily includes the
jurisdiction to declare a patent unenforcease result of that inequitable condudtd: at 1243
The precedent leaves the Court with little douht thhas jurisdiction under 8§ 285 to considel
defendant’s allegations a@iequitable conduct as to the withdrawn patents.

Plaintiff attempts to distinguisklonsanto from the present controversy on the basis t
this matter has yet to proceed to trial or esemmary judgment. However, this argument
misses the mark. A line of cases beginning Bither Sack Mfg. Corp. v. Chase Packaging
Corp. established a general rule that subject maitesdiction in a digtct court ends for
declaratory judgment counterclaiméen a plaintiff enters ashissal based on a covenant ng
to sue. See Super Sack Mfg. Corp. v. Chase Packaging Corp., 57 F.3d 1054, 1060 (Fed. Cir.
1995);see also Intellectual Prop. Dev., Inc. v. TCI Cablevision of Cal., Inc., 248 F.3d 1333,
1342 (Fed. Cir. 2001). A seriesa#ses then established exceptitmthis rule. For example,

an exception may exist where the covenantmasue is not broad enough to cover all of

bility.

t
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defendant’s products that existtae time of the covenant attierefore will not eliminate the
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“actual controversy” between the parti€3e e.g., Amana Refrigeration, Inc. v. Quadlux, Inc.,
172 F.3d 852, 855 (Fed.Cir.199®evolution Eyewear, Inc. v. Aspex Eyewear, Inc., 556 F.3d
1294, 1298 (Fed. Cir. 2009). Another exception, relet@ptaintiffs’ argument in the instant
matter, is the exception for a covenant not ®that is entered after the court has entered a
judgment of noninfringementSee Fort James Corp. v. Solo Cup Co., 412 F.3d 1340 (Fed. Cir.
2005). InFort James, the Federal Circuit held that, wheaeovenant not to sue was entered-
post verdict, the covenant “had no effect on Fort James's claim for infringement, because
controversy had already beesotved by the jury's verdictlt. at 1348.

The exception articulated Fort Jamesis inapposite to the dispute before the Court.
Fort James articulates an exception to the rule thatourt cannot retain jurisdiction over
declaratory judgment counterclaims once themaholder has entered a sufficiently broad
covenant not to suer-ort James does not address whether a court hasi@d@pendent basis for
exercising jurisdiction when@aim is brought under 35 U.S.C. § 285. This very different
guestion is addressed Monsanto, in which the Federal Circuit unequivocally states that su
an independent basis for jsdiction in fact existsSee Monsanto, 514 F.3d at 1242.

While the Court retains jurisdiction to considdefendant’s requekir attorney’s fees
under § 285, the question remawisether the Court should retgurisdiction over defendant’s
counterclaim for a declaratory judgment of urteoéability or whether the Court should dism
this counterclaim and consider defendant’s allegations of inequitablaaandhe context of a
motion for attorneys fees. District coustsem to be split on this issue. Gardon-Darby
Systems, Inc. v. Applus Technologies, Inc., the district court saw “no basis for retaining
jurisdiction over a declaratorygigment claim for unenfceability after a@venant not to sue

has been filed and agreed upon by the patti2810 WL 5419068, at *2 (N.D. Ill. Dec. 23,

that

SS

ORDER GRANTING PLAINTIFF'S MOTON TO DISMISS PURSUANT TO FELR. CIV. P.41(A)(2) - 5



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

2010). However, in light dflonsanto, it granted the defendant leateemove for fees and cost
under 35 U.S.C. § 285 and stated that “we may pssgto a theory of @guitable conduct (and
therefore ultimately unenforceability) as requiredhat context, if that remains the Defendan
intention.” Id. at *4. On the other end of the spectrum, @entral District of California, also
analyzingMonsanto, held that the “Defendant would kerely mistaken” if it “[w]ere ...to
assume that its covenants not to sue diveste@durt of jurisdiction oueplaintiff's claim for
declaratory judgment of unenforceabilityJ.S. Rubber Recycling, Inc. v. Encore International,

Inc., 2011 WL 311014, at *6 (C.D. Cal. Jan. 7, 2011).

(3

S

Indeed, the language Monsanto is not clear as to the precise point of whether a district

court retains jurisdiction overa@unterclaim seeking a declaygt judgment of unenforceability
when a defendant seeks attorneys fees uné8b ®n the basis of @guitable conduct, or
whether the court may determine whether inetplataonduct has occurred merely in the con
of a 8§ 285 motion. On the one haMbnsanto suggests that the covenalnests the district
court overany counterclaims seeking declaratory relief:
Even if filing such a covenant mayvest the court of jurisdiction over a
declaratory judgment actioregarding these patents under our precedent the

district court retained independentriggdiction over Monsa’'s request for
attorneys fees under 35 U.S.C. §285.

Monsanto, 514 F.3d at 1242 (emphasis adde8e also Gordon-Darby, 2010 WL 5419068 at
*2 (“The point here is that thlonsanto court was considering jurisdictional issues related tq
declaratory judgment claims of unenforcedpijland plainly lumped them in with non-
infringement and invalidity claims. The courtdanstood unenforceability declarations as fai
for jurisdiction right along withthose other claims.”). On tle¢her hand, once a district count
enters a finding of inequitadiconduct, the patent is autdioally rendered unenforceabl&ee

Kingsdown Medical Consultants, Ltd. v. Hollister Inc., 863 F.2d 867, 877 (Fed. Cir. 1988) (en

ORDER GRANTING PLAINTIFF'S MOTON TO DISMISS PURSUANT TO FELR. CIV. P.41(A)(2) - 6

[ext

ing




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

banc in pertinent part). To this erMonsanto explicitly provides that a district court that retair
jurisdiction only by way of a § 285 claim fattorneys fees retains jurisdictiondeclare a
patent unenforceable:

[JJurisdiction to decide whether patent was obtainedhrough inequitable

conduct necessarily includes the jurisidic to declare a gant unenforceablas a
result of that inequitable conduct.

Monsanto, 514 F.3d at 1243 (emphasis added).

Ultimately, the Court finds the languageMbnsanto best supports defendant’s positig

asMonsanto explicitly provides that a distt court has jurisdiction todéclare a patent
unenforceable.” Since any request for attoisiéges under § 285 that is predicated on
allegations of inequitable conduct implicates énéorceability of plaintiff's patent, the Court
retains jurisdiction over defend&ntounterclaim for a declaratojudgment of unenforceability
as to the ‘464 patent.

[11. CONCLUSION

Having considered the briefing, all exhibéisd declarations attached thereto, and the

remainder of the record, ti@urt hereby finds and ORDERS:

(1) Plaintiff’'s Motion for Voluntary Dismissahnd for an Order Terminating Discovery
(Dkt. # 55) is hereby GRANTED in part and DENIED in part.

(2) Plaintiff's claims are hetsy DISMISSED WITH PREJUDICE.

(3) Defendant’s counterclaims fardeclaratory judgment thite ‘464 patent is invalid
and for a declaratory judgmentmdninfringement are hereby DISMISSED
WITHOUT PREJUDICE. The Court does nosuiss defendant’s counterclaim fo
declaratory judgment that the patensuit is unenforceable. The court does not

dismiss defendant’s claim for attorneys’ fees under 35 U.S.C. § 285.

NS
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(4) All discovery is terminated except asetates to defendant’s remaining claims.
(5) The Clerk is directed to forward a copy of this Order to all counsel of record.

Dated this 13 day of September 2011.

(B

RICARDO S. MARTINEZ
UNITED STATES DISTRICT JUDGE
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