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5
6
7
3 UNITED STATES DISTRICT COURT
WESTERN DISTRICT OF WASHINGTON
9 AT TACOMA
10
1 IRA GREEN, INC., CASE NO. 3:11-cv-05796-RJB
Plaintiff, ORDER ON PLAINTIFF'S MOTION
12 TO DISMISS
V.
13
14 J.L. DARLING CORPORATION,
Defendant.
15
16
This matter comes before the court on PifiistMotion to Dismiss (Dkt. 19). This cass
17
has been fully briefed (Dkts. 13, 19, 20), dneé court has considered the motion and the
18
remainder of the file herein.
19
BACKGROUND
20
Plaintiff sets out the belovatts in his Complaint (Dkt. 1yvhich the Court construes in
21
Plaintiff's favor for the purposes of this Order. Plaintiff, Ira Green, Inc. (“IGI”) and defendant, J.
22
L. Darling Corp. (“JLD”) are both commerciptoducers of weatherpsbnotepads and paper
23
products. Dkt. 1, at 4. In 2001, JLD filed a patapplication for “wetherproof sheets for
24
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copying, printing and writing and methods relategtdto,” which included claims relating to
individual weatherproof sheseaind two claims relating teeatherproof books and notepads
made from a plurality of weatherproof sheéds, at 5. After the Patent Trade Office required
JLD to restrict its invention in 2003, JLD pursuéé patent claims relating to individual
weatherproof sheets but cancdltbe two patent claims relating to weatherproof books and
notepads comprised of a plurality of she&ds.

In March, 2005, the patent issued for Weatherproof sheets, patent number 6,863,9

(940 Patent”). Since the issuance of the pat#nD has produced weatherproof notepads with

the ‘940 Patent clearly marked on the back efribtepad packaging. Dkt. 1, at 6, 9. Apart frg
the back of the weatherpronbtepad packaging, JLD does not mark the ‘940 Patent on
individual sheetsld.

JLD sells its products to the military thugh the Military Sales & Services Company
(“MSS”), a third party vendor responsible for sding orders from the military. Dkt. 1, at 6.
According to IGI, in May and June of 2011 onedst three separabecasions, MSS employes
and other agents of JLD made false and defarmpatatements about IGI's products, including
express instructions to avdidiying IGI’s products and statentsrialsely characterizing 1GI
products as inferiotd., at 6, 7.

On September 29, 2011, IGI filed this claagainst JLD for false marking under the
Patent Act (1), violations of the Lanham tAtl) and the Washington Consumer Protection Ad
(“CPA) (1), and business defaation (IV). Dkt. 1, at 1.

STANDARD OF REVIEW
Federal Rule of Civil Procedure 8(a)(2) pides that a pleading must contain a “short

and plain statement of the claim showing thatpleader is entitled to relief.” Under Fed. R.

m
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Civ. P. 12 (b)(6), a complaint may be dismist&d‘failure to state a claim upon which relief
can be granted.” Dismissal of a complaint mayased on either the lack of a cognizable le
theory or the absence of sufficient faalieged under a cograble legal theoryBalistreri v.
Pacifica Police Department, 901 F.2d 696, 699 (9th Cir. 1990). While a complaint attacked
Rule 12(b)(6) motion to dismiss does not needildetdactual allegations, a plaintiff's obligatig
to provide the grounds of his etiegiment to relief requires motkan labels and conclusions, af
a formulaic recitation of the elemerdba cause of action will not ddBell Atlantic Corp. v.
Twombly, 550 U.S. 544, 555 (2007infernal citations omitted).

Accordingly, “[tjo survive a motion to dismiss, a complaint must contain sufficient
factual matter, accepted as trtee;state a claim to relief that is plausible on its facéAshcroft

v. Igbal, 129 S.Ct. 1937, 1949 (2008Y(ng Twombly, at 570). A claim has “facial plausibility’

when the party seeking relief “pleads factual cottieat allows the court to draw the reasonable

inference that the defendantieble for the misconduct allegedId. First, “a court considering
a motion to dismiss can choose to begin by ifigng pleadings that, because they are no m¢
than conclusions, are not entitledthe assumption of truth.I'd., at 1950. Secondly, “[w]hen
there are well-pleaded factualegations, a court should asseltheir veracity and then
determine whether they plausibly giveeito an entitlement to reliefld. “In sum, for a
complaint to survive a motion to dismiss tien-conclusory factual ebent, and reasonable
inferences from that content must be plausibly suggestive of aetditing the pleader to
relief.” Mossv. U.S. Secret Service, 2009 WL 2052985 (9th Cir. July 16, 2009).

If a claim is based on a proper legal theoryfhil$ to allege sufficient facts, the plainti
should be afforded the opportunity to amend the complaint before disnissadton v.

Roberts, 717 F.2d 1295, 1300 (9th Cir. 1983). If thail is not based on a proper legal theo
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the claim should be dismissetd. “Dismissal without leave to amend is improper unless it i
clear, upon de novo review, thtae complaint could not b&aved by any amendmentVioss v.
U.S Secret Service, 2009 WL 2052985 (9th Cir. July 16, 2009).

DISCUSSION

l. False Marking (35 U.S.C. §292)

[

In IGI's Complaint (Dkt. 1), IGI alleges that JLD marks its weatherproof notepad product

with the ‘940 Patent with knowledge that theqd covers individualveatherproof sheets and

not books or notepads comprised of a pluralitgladets. Dkt. 1, at 8-11. According to IGI, JLI

knows that its two patent claims for weathegdroooks and notepads were cancelled, yet JLID

“continues to include the ‘940 Patent in the pateatkings of [JLD’s] Notepad Products for the

purpose of deceiving the public into believing thanething contained in . . . the Notepad
Products is covered by . . . the ‘940 Pateldt., at 10.

In JLD’s Motion to Dismiss (Dkt. 13), JLD args that, as an initial matter, 1GI's false
marking claim should be subject to heighteneadtsty under Fed. R. Civ. P. 9(b). Dkt. 13, at
citing Juniper Networks, Inc. v. Shipley, 632 F.3d 1346 (Fed.Cir. 2011 re BP Lubricants,
USA, Inc., 637 F.3d 1307, 1309-11(Fed.Cir. 2011). In addressing the substance of IGI's f3
marking claim, JLD counters that, to begintwiLD has a patent foraétweatherproof sheets,
the ‘940 Patent, and JLD properly marks the shbgtplacing the patent marking on back co
of the weatherproof sheets’ packagitdy, at 18. JLD’s packaging, ILcontends, is entirely
within the scope of the Patent Axtharking statute, 35 U.S.C. 287(a), at 18.Furthermore,
JLD argues, courts have given patentees “dadi@itde” in determining how to effectively mar
patents on their products, and it would be unreageriabJLD to mark each individual patent

sheetld., at 20, citingSession v. Romadka, 145 U.S. 29, 50 (1982). Therefore, JLD contends
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JLD does not misrepresent or deceive its patenbnsumers when JLD marks the ‘940 Pate
on the back cover of its weatipeoof notepad products in@rdance with 35 U.S.C. 287(&Jl.,
at19, 21, 22.

In IGI's Response (Dkt. 19), IGI argues tlaD’s intent to deceive can be inferred by
JLD’s misrepresentation about the applicatdthe ‘940 Patent to weatherproof books and
notepads. Dkt. 19, at 11, 12, citiRgquignot v. Solo Cup Co., 608 F.3d 1356, 1363 (Fed. Cir.
2010). The misrepresentation, IGl contends)ear from JLD’s actions following JLD’s
cancellation of its two patent claims relatingatplurality of weatherproof sheets, where JLD
later proceeded to mark unpatenteddurcts with the ‘940 Patent markirlg. Because JLD
marked an unpatented product, IGI argues, JLD knew of its falsity, which is enough to dra
inference of fraudulent interid., at 15, citingSunshine Kids Juvenile Prods., LLC v. Ind. Mills &
Mfg., Inc., C10-5697BHS, 2011 WL 2020761, at *7 (W.D. Wash. May 24, 2011).

In JLD’s Reply (Dkt. 20), JLD distinguishéisis case from cases cited by IGl, on the
basis that the cases dtavolved items that were unpatentedhereas in this case JLD owns t
‘940 Patent of weatherproof sheebkt. 20, at 7. Further, JLD argues, IGI's interpretation of
U.S.C. § 292(a) is unprecedented and not@oast with the law. Under 35 U.S.C. § 287(a),
JLD says, JLD has the statutory right to “fix. [the ‘940 Patent] to the package wherein ong
more [of the patented article] is locatetdd”, at 8. In addition, JLI2ontends, IGI’'s claim fails
because IGI does not sufficiently plead the requisitel of intent. According to JLD, IGI relie
solely on an inference to show JLD’s intent taelee, which is not enough to render it plausi
that JLD did not act in goodith when packaging its produdt., at 10. Last, JLD argues, IGI
has not sufficiently alleged a competitive injubecause IGIl does not even, at a minimum,

allege that IGI has lost business because of the patent mddkjrgting Leahy-Smith America

aw the
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35
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Invents Act, H.R. 1249, 1i2Cong. (£ Sess. 2011) at § 16(b).
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Patent marking is limited und8b U.S.C. § 287(a), which provides that a patent markir
may be “fix[ed] . . . to the package wherein one or more [of the patented articles] is located.”
U.S.C. § 287(a). Improper patent marking is actionable uBll&f.S.C. § 292(a), which states th
“[w]hoever marks upon, or affixes to, or usesdvertising in connean with any unpatented
article the word ‘patent’ orrey word or number importing thersa is patented, for the purpos
of deceiving the public . . . [s]hall be fined not more than $500 for every such offense.” Th
two elements of a 35 U.S.C. § 292 false markiiagn are “(1) marking an unpatented article
[with an] (2) intent to deceive the publicliniper Networks Inc v. Shipley, 643 F.3d 1346, 135(
(9™ Cir. 2011) (quoting fronfrorest Grp.. Inc. v. Bon Tool Co., 590 F.3d 1295, 1300
(Fed.Cir.2009))unshine Kids Juvenile Prods., LLC v. Ind. Mills & Mfg., Inc., C10-5697BHS,
2011 WL 2020761, at *7 (W.D. Wash. May 24, 2011).

Intent to deceive is a state of mind argsiwhen “a party acts with sufficient knowledgg
that what it is saying is not [true, such thatrbepient party] . . . will be misled into thinking
that the statement is trudzorest Grp., Inc., 590 F.3d, at 300. Intent to deceive may be inferr
from “the fact of misrepresentation coupled wptioof that the party nkéng it had knowledge @
its falsity[.]” Id., quoting fromClontech Labs., Inc. v. Invitrogen Corp., 406 F.3d 1347, 1352
(Fed.Cir.2005). In additiorRlaintiff need noprove deceptive intent at the pleadings stage of th
proceedings; Plaintiff need only allege “sai@int underlying facts from which a court may
reasonably infer that the defendant acted with the requisite state of BifHubricants, 637 F.3d
1307, 2011 WL 873147 at *&unshine Kids Juvenile Prods., LLC v. Ind. Mills & Mfg., Inc., C10-

5697BHS, 2011 WL 2020761, at *7 (W.D. Wash. May 24, 2011).

Only the United States may sue for penalties for improper patent marking under 3%

U.S.C. 8§ 292(a); however, any party who has suffered a “competitive injury” may seek

compensation for damages. 35 U.S.C. 8 292(b) (recently amended in the Leahy-Smith Al
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Invents Act, H.R. 1249—46, 1TZong. (' Sess. 2011) at § 16(bY)\hile the Ninth Circuit hag

not yet interpreted “competitivejury” in the patent marking context, as previously interpret
in the context of a Lanham Act claim, the court imposes a general presumption of a comg
injury whenever the defendant and plaintiff are direct competitors and defendant’s
misrepresentation has a tendency to mislead consumneffscSchool.com, Inc. v. Edriver Inc.,
653 F.3d 820 (8 Cir. July 28, 2011).

In this case, IGI has sufficiently statedataim of false marking. Considering the first
element, whether JLD has marked an unpateatigcle, JLD’s cancelladin of its patent claim
relating to the weatherpof notepad could be indicativ&iven that JLD filed a patent
application that included two claims, both lasethdrawn by JLD, specifically related to the
patenting of weatherproof books motepads, it is at least pkhble that JLD’s weatherproof
notepad products are unpatented. Considering the second element, JLD’s intent deceive
public, JLD’s actions are again illustrative. liasleast plausible that, as 1GI alleges, JLD
packaged its product in such a way as to gieeagpearance that the ‘9R@tent related to the
weatherproof notepad in its entiyeather than to the individuaheets contained in the notep3
Therefore, JLD has sufficiently stated a claim alsdth elements of JLD’s false marking clair

In considering whether IGI has sufferettampetitive injury,” the Ninth Circuit’s
presumption applies here. The same policy consimers that the Ninth @uit considered, tha
“competitors vie for the same dollars from the same consumer group, and a misleading a
upset their relative competitive ptiens” apply to this contexilrafficSchool.com, Inc. v.

Edriver Inc., 653 F.3d at 827. Furthermore, JLD did naditi to any evidence. . . that might
tend to rebut the presumptiond. Therefore, IGI's claim shouldot be dismissed on the basig

that IGI insufficiently allege a competitive injury.
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I. Unfair Competition Under the Indnam Act (15 U.S.C. 8 1125(a))

In IGI's Complaint (Dkt. 1), IGI alleges that.D has attempted to “suppress competit
from [IGI] by making false and misleading statamts regarding its Notepad Products, includ

intentionally misrepresdimg that the products are protectgdthe ‘940 Patent.” Dkt. 1, at 11,

12. The misleading statements are material, IGli@s, because they “influence or are likely to

influence a consumer’s purchasing decision,” tney have caused or are likely to cause
confusion to consumerkd., at 11.

In JLD’s Motion to Dismiss (Dkt. 13), JLArgues that IGI's Lanham Act claim is
conclusory and without factuatipport. Dkt. 13, at 16, 17, citifgvombly andlqgbal.
Specifically, according to JLD, IGI has failed to gkethat IGI has suffered harm as a result
confusion to consumers, and IGI provides no gdarof even a single consumer who mistake
bought a JLD product due to JLD’s patent markimds.at 17. JLD also argues that the Lanhg
Act claim requires a heightened pleading undek. IRe Civ. P. 9(b), because it is a derivative
claim of the false marking claim, which is a species of frédidat 15, citing<emin Foods v.
Pigmentos Vegetables Del Centro, 464 F.3d 1339, 1354 (Fed.Cir. 2006).

In IGI's Response (Dkt. 19), IIGlisputes the application &ule 9(b) to IGI's Lanham
Act claim, arguing thaKemin cannot be cited as basis for heightened scrutiny because the
does not even mention Rule 9(b). Dkt. 19, atFiithermore, IGI argues, unlike fraud, claims
under the Lanham Act do not require a specificllef@tent, so Rule 9(b) does not applg.,
at 19. IGI also cites the elements needanddke a showing for a claim under the Lanham A
in the Ninth Circuit, and arguesahlGl's Complaint is sufficient as to each individual eleme

Id.
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In JLD’s Reply (Dkt. 20), JLD points to twaeficiencies in IGI's Complaint that JLD

claims warrant dismissal. Dkt. 20, at 14, 15. Fi¥kD contends, there is “simply no allegation . .

. that any member of the public has been deceived or misled by . . .[dLR&t 14. Second,
according to JLD, IGI has not eguately alleged an injurid.
The Lanham Act protects consumers “from being misled by the use of infringing m

and . . . from unfair practices by an ‘imitating competitokidseley v. V Secret Catalogue, Inc.,

537 U.S. 418, 428, 123 S.Ct. 1115, 1122 (2003). In retgyart, the Lanham Act, provides that:

arks

(1) Any person who, on or in connection with any goods or services, or any container for doods,

uses in commerce any word, term, hame, symbalewgice, or any combination thereof, or any
false designation of origin, false or misleading description of fact, or false or misleading
representation of fact, which—
(A) is likely to cause confusion, or to causestalke, or to deceive as to the affiliation,
connection, or association of such persath wnother person, or as to the origin,

sponsorship, or approval of his or her goa#svices, or commercial activities by another

person, or
(B) in commercial advertising or promotion, misrepresents the nature, characteristi
gualities, or geographic origin of his loer or another person’s goods, services, or
commercial activities,

shall be liable in a civil action by any person who believes that he or she is or is likely to b

damaged by such act. 15 U.S.C. § 1125(a).

In this case, IGI has stated a claim underlthnham Act. Constrog all facts favorably
to IGI, JLD made material misrepresentatiabsut the ‘940 Patent, which deceived consum
IGI has sufficiently alleged that JLD made a “ra@iling representation addt, which is likely tqg
... deceive as to ... approval of his or her goods . . .” 15 LB3125(a)(1)(A)Interpreting
“approval” according to its ordinary usage, “apyal” could reasonably be considered to incl

the approval of pending patergications. By this definition, IGI's claim fits squarely under

s,

(U

ers.

Lide

15

U.S.C.8 1125(a)(1)(A), because IGI has alleged that JLD deceived consumers as to the approval of a

patent for weatherproof books motepads. Accordingly, IGI has stated a claim upon which relief caf
granted and IGI's Lanham Act ctaishould not be dismissed.

II. Washington State Unfair CompetitiondaConsumer Protection Act (RCW 19.86)
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IGI alleges that JLD “has engaged in unaid deceptive acts . . . by making false and

misleading statements regarding its Notepadi&tts, including that #y are protected by the
‘940 Patent.” Dkt. 1, at 12. JLD opines thastblaim should be dismissed because it is
conclusory and without factual support. DkB, at 16, 17. Additionally, according to JLD, the
claim fails because I1GI has not pled the claiith particularity. Particularized pleading is
required because, JLD argues, the claifigtisunded in alleged fraudulent conduct.” Did., at
17, citingFid. Mort. Corp. v. Seattle Times Co., 213 F.R.D. 573, 575 (W.D.Wash. 2003).

In IGI's Response (Dkt. 19)G1 does not directly respond to JLD’s particularized
pleading argumengee Dkt. 19, at 19, 20. IGI contends tH&tl’'s CPA claim is not conclusory
unless paragraphs 56 through 64 are misre&blation, as JLD seems to have ddaelnstead
as explicitly stated in paragraph 56, IGI argyesagraphs 56 through 64 should be read in |

of paragraphs 1 through 3%. JLD’s “deceptive act” in this case, IGI argues, was JLD’s attg

to suppress competition by “intentionally misreprésey that its Notepad Products are prote¢

by the ‘940 Patent even thoughWknows that [they are not]ld.

JLD’s Reply (Dkt. 20) raises two additional arguments to bolster JLD’s Motion to
Dismiss. Dkt. 20, at 15. First, JLD argues thath@s not sufficiently stated a claim because
has not alleged an injurid., at 16.Second, JLD argues that there is no causal link between
JLD’s allegedly deceptive act and any injury suffered by Il.

Washington's Consumer Protection Act (ZPprovides that: “Unfair methods of
competition and unfair or deceptive acts or pcagiin the conduct of any trade or commerce
... unlawful.” RCW 19.86.020. The terms of the CPA are to be “liberaligtcued [so] that its
beneficial purposes may beged.” RCW 19.86.920. The five elentsrof a CPA action are: (1

an unfair or deceptive act orgatice; (2) in the conduct of tradr commerce; (3) which impagd
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the public interest; (dinjury to the plaintiffs in their busess or property;ral (5) a causal link
between the unfair or decepiact and the injury sufferelllason v. Mortgage America, Inc.,
114 Wash.2d 842, 852, 792 P.2d 142 (1990) (ckHaggman Ridge Training Stables v. Safeco
Title Ins. Co., 105 Wash.2d 778, 719 (19863¢e Loops, LLC v. Phoenix Trading, Inc., 2010
WL 3041866, at *9 (W.D.Wash., 2010).

Here, IGI sufficiently pleads its CPA claim. Tioe degree that, as I@lleges, JLD acted
deceptively when it marked its weatherproof boakd notepad products with a patent that w
only issued for individual sheets (see Claim@®| has sufficiently alleged deception. Assumir

IGI has alleged enough for IGI's allegation of dea&ptin this case the injury to I1GI, impact ¢

the public interest, and causailkito IGI are all obvaus consequences of and flow from JLD’$

deception. IGI has sufficiently alleged CPA vioteis for purposes of JLD’s Motion to Dismis
and the claim should not be dismissed.

V. Business Defamation

IGI alleges that JLD, through its sales representatives, made false and defamatory sta
concerning IGI's weatherproof notebook products dieast three separate occasions. Dkt. 1, at
13, 14. In JLD’s Motion to Dismiss, JLD argues that IGI's defamation claim should be dismiss
because IGI's claim is conclusory and fails toestd) how JLD’s products are inferior; (2) how IG
was harmed; (3) why JLD’s communications were unprivileged; and (4) why JLD’s statement
should be considered defamatory in naturd. D8, at 22, 23. In addition, JLD argues, JLD’s
statements were not defamatory in nature and are protected as privileged communications. [
23.

In IGI's Response (Dkt. 19), IGI argues that no privilege applies to JLD’s statements,

that 1GI sufficiently stated its claim when providing names and times of the defamatory staten

as

K

n

itements
B, 7,

ed,

U7

kt. 13, at

and

hents.

Dkt. 21-23. Moreover, IGI argues, privilege is a defense asserted by defendants after the plai
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established the prima facie defamation case, so JulVilege argument is not relevant at this stalge

in the proceedings. Dkt. 19, at 22, citiBegnder v. City of Seattle, 99 Wash.2d 582, 600 (1983).
Further, IGI contends, it is the court that decides whether privilege applies as a matter of law
first place.ld., citingMoev. Wise, 97 Wash.App. 950, 957 (199®arry v. George H. Brown &
Assocs,, Inc., 46 Wash.App. 193, 196 (1986).

In JLD’s Reply (Dkt. 20), JLD argues that IGI’s relianceBender, Parry, andMoe is
flawed. Dkt. 20, at 11, 12. According to JLD, IGI's reading of the cases “amount[s] to nothing
than a creative, but unsupported, repackaging of the procedural status of thoseédaaed2. JLD
also takes issue with IGI's defamation allegation on the basis that IGI bases its pleading upof
“information and belief,” which JLD argues does not amount to an “actual” defamatory statem
allegation.ld., at 13. Last, JLD argues that none of the defamatory statements alleged by IGl
claim, because they were made by individuals who worked for MSS, not JLD, and IGI has no
burden to show an agency relationship between MSS anddLD.

In Washington, a defamation piiff must show four essdial elements: falsity, an
unprivileged communicatioriault, and damage&ommodore v. Univ. Mech. Contractors, Inc.,
120 Wash.2d 120, 133, 839 P.2d 314 (1992). Liakditydefamation requires that the
defamation be communicated to smme other than the person defanieate v. Tyee Motor
Inn, Inc., 77 Wash.2d 819, 821, 467 P.2d 301 (1970).

Here, IGI has provided enough to state tlagntlof defamation. In IGI's Complaint, 1GlI
provides specific dates along withmes of individuals who appearedspeak on behalf of JLL
allegedly making false statements damaging to IGI's reputé@sDkt. 1, at 6, 7, 13, 14.
Although IGI's Complaint does not directly alletigt the alleged defamatory statements we
unprivileged, this may be inferred from theantext. Nothing indidas that the alleged

defamatory statements were made under cir@most resembling a situation in which privile
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could apply. IGI has sufficiently stated defamation claim, and ¢hclaim should not be
dismissed.

Accordingly, it is hereby

ORDERED that Defendant’s Motion to Dismiss (Dkt. 130&NIED.

The Clerk is directed to send uncertified cométhis Order to all counsel of record ar
to any party appearing o se at said party’sast known address.

Dated this 5th day of December, 2011.

fo ot

ROBERT J. BRYAN
United States District Judge
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