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DECI SI ON AND ORDER

WlliamE Smth, United States D strict Judge.

| . | nt roducti on

Central Tools, Inc. (“Central”), a Rhode |Island corporation,
brought this action seeking a decl aratory judgnent for, anong ot her
t hi ngs, noninfringenent and invalidity of patent, U S. Patent No.
4,743,902 (the “902 Patent”),! against: C. E. Johansson AB (“CEJ"),

the owner of the 902 Patent; Mtutoyo Corporation (“Mtutoyo”), a

1 Specifically:

In this action, Central Tools, Inc. (“Central”) seeks
declarations that U S. Patent No. 4,743,902 (the “‘902
Patent”) is invalid, expired, and/ or unenforceable, that
t he defendants have nisused the ‘902 Patent, that the
products offered for sale by Central do not infringe any
val id and enforceabl e cl ai mof the ‘902 Patent, that this
i s an exceptional case, that an all eged agreenent between
Central and one of the nanmed defendants is void, invalid,
and unenforceabl e, and that Central has not breached the
al | eged agreenent.

(Conpl. at § 1.)



Japanese corporation and the exclusive |icensee of that portion of
the 902 Patent covering length nmeasuring devices;? and M tutoyo
American Corporation (“MAC’), a subsidiary of Mtutoyo serving as
Mtutoyo's Anerican distributor (collectively, “Defendants”).
Def endants have noved to dism ss this action for |ack of personal
jurisdiction under Rule 12(b)(2) of the Federal Rules of G vi
Procedure. For the reasons set forth bel ow, the Defendants’ notion
is granted.

1. Backgr ound

The Court takes Plaintiff’s well-pleaded allegations as true

for purposes of this notion. See Electronics for Imaging, Inc. v.

Coyle, 340 F.3d 1344, 1349 (Fed. Cr. 2003) (“In the procedura
posture of a notion to dismss, a district court must accept the
uncontroverted all egations inthe plaintiff's conplaint as true and

resol ve any factual conflicts in the affidavits in the plaintiff's

2 The 902 Patent covers:

A system for neasuring the relative novenent of one
object with respect to another, such as the novenent of
aslidewth respect to a scal e of a neasuring instrunent
utilizes the capacitative effect of a series of
el ectrodes associated with a slide and anot her series of
el ectrodes associated with the cooperating scale, the
changes in capacity caused by rel ative novenent between
the two nmenbers bei ng anal yzed by an el ectronic circuit.

U S Patent No. 4,743,902 (issued My 10, 1988) (reproduced
verbatim. The license agreenent between CEJ and Mtutoyo grants
M tutoyo, inrelevant part, “the exclusive, non-transferable, fully
pai d-up, worldwi de right to use [CEJ]'s Patent Rights . . . wth
t he sol e purpose to achi eve neasurenent of length.” (Defs.’” Reply
Ex. 4 at 15.)



favor.”). Furthernmore, the Court “may consider public records
w thout transformng the notion into one for sunmary judgnent.”

G eene v. Rhode Island, 289 F. Supp. 2d 5, 8 (D.RI. 2003). And

finally, when “a conplaint’s factual allegations are expressly
linked to--and admttedly dependent upon--a docunent (the
aut henticity of which is not challenged), that docunent effectively
merges into the pleadings and [this Court] can review it in

deciding a notion to dismss.” Beddall v. State Street Bank and

Trust Co., 137 F.3d 12, 17 (1st Cr. 1998).

Central sells nmeasuring devices such as the | ength neasurenent
devi ce which is covered by the 902 patent. Since 1995, Central has
been in direct comunication wth Mtutoyo regardi ng a di sagr eenent
about the 902 Patent. Mtutoyo initiated the correspondence by
sending a letter to Central accusing Central of infringing on
Mtutoyo's exclusive right to control the sale of the Ilength
measuri ng devices covered by the 902 Patent by selling simlar
devices made in China. The parties engaged in correspondence on
the matter throughout 1995. (Conpl. at Y 17-23.)
~_ _On Septenber 15, 1995, Mtutoyo wote to Central with an
of fer: If Central stopped selling the |length neasuring devices
made in China, Mtutoyo would not hold Central liable for past
i nfringenents. (Letter of 9/15/1995 from Mtutoyo to Central.)
Central responded to this proposal on Septenber 27, 1995. Wt hout

admtting liability or the validity of the patent, Central agreed



not to sell or place future orders for the allegedly infringing
goods. (Letter of 9/27/1995 from Central to Mtutoyo.) The
parties then entered into an agreenent (the " Agreenent”) whereby
Central would cease marketing the allegedly infringing goods and
M tutoyo woul d not pursue any clains regardi ng past sales.

Fol |l owi ng the Agreenment, Central found itself at an econom c
di sadvant age because other conpetitors continued to sell the
all egedly infringing goods. Central concluded from this that
either there was no infringenent or that Mtutoyo was sel ectively
enforcing the patent, rendering it unenforceable. As a result,
Central term nated the Agreenent. (Letter of 11/7/1995 fromCentr al
to Mtutoyo.) In response, Mtutoyo wote to Central objecting to
the termnation of the Agreenent. (Letter of 12/8/1995 from
Mtutoyo to Central.) The two conpani es exchanged correspondence
for seven years wth no resolution, ultimtely leading to the
filing of this action.

[11. Discussion

Cl ainms concerning personal jurisdiction over a party in a
declaratory judgnent action involving patent invalidity are

governed by Federal Crcuit law. Electronics for |Imging, 340 F. 3d

at 1348. Federal Crcuit |aw al so governs personal jurisdiction
issues involved in state law clains that go “hand-in-hand” wth

patent infringenent clainms, such as Central’s cl ai mhere regardi ng



the validity/breach of the Agreenent.® 3D Sys., Inc. v. Aarotech

Labs., Inc., 160 F.3d 1373, 1377 (Fed. G r. 1998) (concluding that

state law libel and unfair conpetition clains should be analyzed
under Federal GCircuit |law “because the resolution of the patent
infringenment issue will be a significant factor in determning
whet her or not 3D libeled the defendants”). Finally, procedura
i ssues that may be critical to analysis of the Motion to Dism ss
(such as whether CEJ is an indi spensabl e party under Rule 19 of the
Federal Rules of Cvil Procedure) are resolved under this Court’s

regional circuit law. Bayer AG v. Housey Pharns., Inc., 340 F.3d

1367, 1371 (Fed. Cr. 2003) (“We review the grant of a notion to
di sm ss under Rule 12(b)(6) by applying the procedural |aw of the

regional circuit.”); Dainippon Screen Mg. Co., Ltd. v. CFMI, Inc.,

142 F.3d 1266, 1269 (Fed. Cr. 1998) (“[whether a party is
i ndi spensabl e under Rule 19(b) is a matter of regional circuit
[ aw’).

In this case, Defendants argue, anong ot her things, that CEJ,

as the owner of the patent,* is an indispensable party not subject

3 (See Conpl. at 91 37, 38, 40, 41 (tying contract clains to
validity of the 902 Patent).)

4 The 902 Patent was originally issued in 1988
to Nls Anderno, a Swedish citizen, who
assigned the patent with its foreign

counterparts (“Andernop patents”) to the
Stiftelsen Institutet for M krovagsteknik vid
Tekni ska Hogskol an (“Stiftel sen Institute”) of
St ockhol m  Sweden. The Stiftelsen Institute
first licensed, then assigned the Anderno
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to personal jurisdiction, and thus this action cannot proceed here.
Central, neanwhile, argues CEJ is not beyond the jurisdictiona
reach of this Court, and even if it is, it is not an indi spensable
party.

A. Is CEJ Subject to the Personal Jurisdiction of this
Court?

“Det er mi ni ng whet her personal jurisdiction exists over an out -
of -state defendant involves two inquiries: whether a forumstate’s
| ong-arm statute permts service of process and whether assertion
of personal jurisdiction would violate due process.” 1d. at 1270.
Where, as here, the state’s long armstatute is co-extensive with

the limts of due process, see KVH Indus., Inc. v. More, 789 F.

Supp. 69, 70 (D.R 1. 1992), “the two inquiries collapse into a
single inquiry: whether jurisdiction conports with due process,”

| named Corp. v. Kuzmak, 249 F.3d 1356, 1360 (Fed. G r. 2001).

Thus, the ultimate inquiry turns on whether there are sufficient
contacts between the defendant and the State of Rhode Island. Viam

Corp. v. lowa Export-lnport Trading Co., 84 F.3d 424, 427 (Fed.

Cr. 1996).
Personal jurisdiction over a defendant may be based on either

specific or general jurisdiction. Specific jurisdictionrefers “to

a situation in which the cause of action arises directly fromthe

patents, including the 902 patent, to [CEJ].

Central Purchasing, Inc. v. Mtutoyo Corp., No. CV 95-2014 J@GD
(GHKx), slip op. at 2 (C.D. Cal. Dec. 6, 1995).
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defendant’s contacts with the forum State.” Id. CGener al
jurisdiction, of course, |ooks nore broadly “to the situation in
which the defendant’s contacts [with the forum state] have no
necessary relationship to the cause of action.” |I|d.

As noted above, Central argues that CEJ is either not an
i ndi spensabl e party to this action, in which case the Court’s | ack
of personal jurisdiction over CEJ is no bar to this action
proceeding, or is an indispensable party and thereby becones
subject to the Court’s jurisdiction via Mtutoyo's agency. As to

the latter argunent, Central cites Burger King Corp. v. Rudzew cz,

471 U. S. 462 (1985) wherein the Suprenme Court stated that in
anal yzing issues of personal jurisdiction, “when commerci al
activities are ‘carried on in behalf of’ an out-of-state party
those activities may sonetines be ascribed to the party.” 471 U. S
at 480 n.22. Central argues that if CEJ is i ndeed an i ndi spensabl e
party to an action involving the 902 Patent because it retained
substantial rights in that patent, then all of Mtutoyo' s threats
of litigation in defense of the 902 Patent nust have been nade by
M tut oyo on behal f of CEJ because Mtutoyo | acks the power to bring
such an infringenment action on its own. (See Pl.'s pbj. at 19

(citing Abbott Labs. v. Dianmedix Corp., 47 F.3d 1128, 1132 (Fed.

Cr. 1995) (holding that where patent owner |icensor retained
substantial rights under |icense agreenent, |licensee did “not have
an independent right to sue for infringenent”)).) But see



Intell ectual Prop. Dev., Inc. v. TCl Cablevision of Cal., Inc., 248

F.3d 1333, 1346-47 (Fed. Cr. 2001) (noting that “the Suprene Court
has stated that a patent owner that grants ‘the exclusive right to
make, wuse, or vend [a patented invention], which does not
constitute a statutory assignnent . . . nust allowthe use of his
name as plaintiff in any action brought by the licensee . . . to

obtain damages for the injury to his exclusive right’”) (quoting

| ndep. Wreless Tel. Co. v. Radio Corp. of Am, 269 U S. 459, 469

(1926)) (enphasis in original). In support of its argunent that
CEJ is subject to the personal jurisdiction of this Court by way of

sone type of Burger King agency theory, which is Central’s only

argunent for findi ng personal jurisdiction over CEJ, Central relies

on Akro Corp. v. Luker, 45 F.3d 1541 (Fed. Cr. 1995).

For purposes of analyzing Plaintiff’s argunent, the Court w |
assune it has personal jurisdictionover Mtutoyo (which it must in
order to conclude Mtutoyo subjected CEJ to the jurisdiction of
this Court via its actions as CEJ's “agent”) as a consequence of
Mtutoyo's enforcenent activities in defense of its exclusive
license. See id. (concluding conmbination of letters directed at
alleged infringer and license agreenent with in-state conpany
subj ected out-of-state patent owner to personal jurisdiction).
Central relies on Akro to press the point that “[t]o reject the
argunent that there 1is jurisdiction over CEJ if there 1is

jurisdiction over Mtutoyo, would both ‘ignore basic principles of



agency law and exalt form over substance in an area where the
Suprene Court generally has cautioned agai nst such an approach.’”
(Pl.s Qbj. at 20 (quoting Akro, 45 F.3d at 1546) (i nternal
citation omtted).) Akro, however, is not on point. To begin
with, while the Federal Circuit in that case did rely in part on
the relationship between the patent owner and its exclusive
licensee to find personal jurisdiction over the out-of-state patent
owner, the significance of that relationship was that the |icensee
was a resident of the state in which jurisdiction was sought (in

that case, Ohio). Akro, 45 F.3d at 1546. Here, Mtutoyo is

i ncorporated in Japan, not Rhode I sl and. Furthernore, the Akro
court relied on agency principles sinply to allowthe letters sent
by t he patent owner’s counsel to the alleged infringer’s counsel in
North Carolina to be deened to have been directed to the all eged
infringer in Ohio. Id. Agency principles were not used, as
Central seeks to use themhere, to ascribe activities on the part
of the licensee to the patent owner. |In fact, Central directs the
Court to no case where the actions of a |icensee, taken to protect
its rights under an exclusive |license agreenent, were ascribed to
the patent owner for the purposes of establishing personal
jurisdiction. (See Pl.’s (bj. at 18-21.)

The actions Mtutoyo took to defend its rights to manufacture,
mar ket and sell the | ength neasuring devices at issue here were on

its own behal f. The license agreenment between CEJ and M tutoyo



gives Mtutoyo “the sole right at its cost to take | egal actions
agai nst and col | ect damages for any infringenent of [CEJ]’s Patent
Rights to the extent that such infringement is invading the
exclusive rights of [Mtutoyo].” (Defs.” Ex. 4 at 16.) “In such
cases |[CEJ] shall assist [Mtutoyo] and, upon request of
[Mtutoyo], furnish [Mtutoyo] with any information or evidence
which is available and nmaterial to the proper defense or
prosecution of such actions.” (l1d.) Wre Mtutoyo defending the
rights granted to it under the Iicense agreenent on behalf of CEJ,
one woul d expect the preceding provision to be very different. At
the very least, the Court will not read the parties’ agreenent as
precl uding Mtutoyo frombringing an infringenent action onits own
behalf. In light of the foregoing, the Court concludes that CEJ is
not subject to the personal jurisdiction of this Court under

Plaintiff’s agency theory.
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B. s CEJ an | ndi spensable Party?®

Havi ng concluded that CEJ is not subject to the personal
jurisdiction of this Court, the next question beconmes whet her CEJ
is an indispensable party. If it is, the case nust be di sm ssed.

The Court will analyze the indispensability of CEJ under Rul e 19 of

> Defendants assert that the rule of I ndep. Wrel ess Tel. Co.
v. Radio Corp. of Am, 269 U S. 459 (1926), that the patent owner
is an indispensable party to a patent infringenment claim renmains
true regardl ess of the declaratory judgnent nature of the action.
In support of this contention, they cite a treatise for the
proposition that “[a]n absent party (such as a patent owner or
exclusive licensee) is a necessary or indispensable party on the
defendant side if that party would have been such in an
infringenment suit.” Donald S. Chisum Chisumon Patents 8§ 21. 03[ 4]
(hereinafter Chisum. This statenent, however, is cited out of
context by Defendants. The full statenent reads as foll ows:

Probl ens W th st andi ng and necessary and
i ndi spensabl e parties becone even nore conplicated with
suits for a declaratory judgnment of invalidity and/or
noni nf ri ngement .

The sinplest positionis to treat such an action the
sanme as an infringenent suit insofar as joinder of
parties is concerned with only the parties being
reversed. Thus, a person is a proper party defendant if
but only if that person had standing to sue the plaintiff
for infringenent. An absent party (such as a patent
owner or exclusive |licensee) 1is a necessary or
i ndi spensabl e party on the defendant side if that party
woul d have been such in an infringenment suit. Thi s
position is an attractive one in that a declaratory
action is often functionally equivalent to an
i nfringenment action. Further, the defendant usually w ||
assert an infringement <claim as a counterclaim
Neverthel ess, there is some basis for concern that
application of party principles frominfringenent suits
may operate to deprive unfairly an aggrieved accused
infringer of its right to file a declaratory suit in the
forum of his choice.

Id. (internal footnotes omtted).
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the Federal Rules of Civil Procedure.® Rule 19(a) provides, in
rel evant part, the basis for finding a party necessary:

A person who is subject to service of process and whose

joinder will not deprive the court of jurisdiction over
the subject matter of the action shall be joined as a
party in the action if . . . the person clains an

interest relating to the subject of the action and is so

situated that the disposition of the action in the

person's absence may . . . as a practical matter inpair

or inpede the person's ability to protect that interest
Fed. R Cv. P. 19(a). Here, CEJ is a necessary party because it
retains substantial rights in the 902 Patent and those rights woul d
be inpaired were this Court to conclude the 902 Patent was invali d.

The conclusion that CEJ retains substantial rights in the 902
Patent is based on the fact that the 902 Patent covers both | ength
measuring devices as well as rotational displacenent neasuring
devices (Defs.’” Reply at 2), and Mtutoyo has recei ved an excl usive
license only as to the | ength neasuring devices (see Pl.’s Ex. 4 at
15 (Anendnment No. 2 to Patent Sub-1icense Agreenent of Septenber 1
1983, between CEJ and Mtutoyo)). Because both the length

measuring and rotational di spl acenent neasuri ng devi ces are covered

under the sane claim of the 902 Patent,’” the validity of both

® Neither of the parties nmentioned Rule 19 in their briefs.
However, Rule 19 provides the proper nobde of analysis here. See
Dai ni ppon, 142 F. 3d at 1272 (applying Rule 19 anal ysis to question
of party indispensability in declaratory judgnent action).

”  The 902 Patent contains three clainms (which are set out
verbatim:

W claim

12



1. A neasuring device for capacitative determ nation of
the relative position of two relatively novable parts
Wi th respect to one another conprising a slide provided
wi th a nunber of groups of supply el ectrodes distributed
along the direction of relative novenent, each of the
groups having n nunber of supply el ectrodes, n being an
i nteger greater than 2; signal generator nmeans having n
nunber of signal outputs, each of the supply el ectrodes
i n each group being connected to a respective one of said
si gnal outputs whereby all supply electrodes are supply
wi th voltages according to a cyclic pattern, the slide
also being provided with at |I|east one receiving
el ectrode; a signal processing unit connected to at | east
one receiving electrode; a scale being provided with a
single el ectronic pattern conpri sing internally
galvanically isolated scale electrodes, each scale
el ectrode conprising two nutual |y gal vani cal |l y connect ed
parts, one being a detecting part and bei ng | ocated cl ose
to the area of the scal e over which the supply el ectrodes
of the slide can be noved, the other of the tw parts
being a transferring part and being | ocated close to the
area over which the at |east receiving el ectrode of the
slide can be noved, whereby the position of the slide
al ong the scale determ nes the signal fromthe at |east
one receiving electrode which is derived from at | east
two adj acent supply el ectrode signals and the position of
the slide with respect to the scale can be determ ned by
the identification in the signal processing unit of the
phase position of said signal from the receiving
el ectrode.

2. The neasuring device according to claim 1, wherein
said signal generator neans having n nunber of signa
outputs generates n periodical signals of the sane
anplitude and frequency whereby the signals are phase
di spl aced W th respect to each ot her by
N. mul tidot.(360/n) degrees, where N is an integer.

3. The neasuring device according to claim2, wherein the
n phase generator neans includes neans to supply
el ectrodes with a rectangul ar vol tage and the signal from
said at |east one receiving electrode is subject to an
average value determnation during a particular tine
peri od whereby the received voltage is a function of the
phase position of the tine period with respect to the

13



either stand or fall together. |In other words, while this Court
can invalidate particular <clains wthin a patent wthout
invalidating the entire patent, the Plaintiff has cited no
authority for the proposition that the Court can invalidate a
particular claimas to only a particul ar device created thereunder

w thout invalidating the entire claim Cf. Ml oney-Crawford Tank

Corp. v. Sauder Tank Co., Inc., 465 F.2d 1356, 1365 (10th Grr.

1972) (stating that, while finding a particular claim within a
patent invalid does not invalidate the entire patent, individual
claims “stand or fall alone”). Thus, while it may be sonewhat of
a close call, the Court concludes that it may not parse the claim
so finely as Plaintiff would Iike, so as to excise those parts of
the claim to which CEJ retains an interest. Furthernore, the
substantial rights in the 902 Patent retained by CEJ would be
inmpaired were this Court to invalidate the 902 Patent because, at
the very |l east, “such a judgnent woul d have a prejudicial effect on
the Ilicensors’ interests even if not absolutely binding.”

Messerschni tt - Boel kow Bl ohm GibH v. Hughes Aircraft Co., 483 F.

Supp. 49, 53 (S.D.N. Y. 1979).8 Thus, the Court concludes that CEJ

rect angul ar vol tage and of the position of the slide with
respect to the scale.

(Defs.” Reply Ex. 5.)

8 “The courts have expressed sone anbival ence about whet her
a decision concerning issues of patent validity would have a
col |l ateral estoppel effect upon a patent owner who did not appear
in the action.” Parkson Corp. v. Andritz Sprout-Bauer, Inc., 866

14



F. Supp. 773, 776 n.1 (S.D.N. Y. 1994). Conpare Suprex Corp. v. Lee
Scientific, 1Inc., 660 F. Supp. 89, 93 (WD. Pa. 1987) (“A
determ nation by this court of invalidity of the patent, as a
practical matter, inpairs the [patent owner]'s ability to defend

the patent in later litigation, due to collateral estoppel
inplications.”); and Messerschmtt, 483 F. Supp. at 52 ("“The
plaintiff notes the general rule . . . that licensors are bound by

a judgnent of invalidity in a declaratory judgnment action . . .
.7); with Capri Jewelry Inc. v. Hattie Carnegie Jewelry Enters.

Ltd., 539 F.2d 846, 853 (2d Cr. 1976) (Friendly, J.) (“The
judgment of non-infringement will not be binding or work as a
collateral estoppel on [the patent owner] (although it wll, of
course, be damaging as a precedent) unless he has controlled or
substantially participated in the presentation . . . .”); and A L.
Smith Iron Co. v. Dickson, 141 F.2d 3, 6 (2d Cr. 1944) (Hand, J.)
(noting that a judgnment of non-infringenent woul d not be bi nding on
the patent owner). Two Suprenme Court cases bear directly on this
i ssue: Bl onder-Tongue Labs., Inc. v. University of 1llinois
Found., 402 U.S. 313 (1971); and Indep. Wreless Tel. Co. v. Radio
Corp. of Am, 269 U S. 459 (1926). Bl onder-Tongue stands for the
proposition that a patent owner wll only be estopped from
asserting the validity of a patent that has previously been
declared invalid if he has had a full and fair opportunity to
litigate the validity of the patent in the prior suit. 402 U S. at
333. I ndependent Wreless, nmeanwhile, stands for the proposition
that a patent owner not subject to process, nmay be naned by his
exclusive licensee as an involuntary co-plaintiff so as to allow
the case to go forward, and will be held bound by the resol ution of
such case so long as he was given the opportunity to participate.
269 U. S. at 473. Arguably, the objection certain courts have to
hol di ng t he patent owner bound (based on the fact that he never had
a full and fair opportunity to litigate the claim is answered by
the fact that, as per Independent Wreless, he will have been given
that opportunity (though there are nunerous exceptions to this).
See Parkson, 866 F. Supp. at 776 n.1 (“These cases have invol ved
anal ysis of the Suprene court's decision in [Blonder-Tongue] which
suggests that a patent hol der who never appears m ght not be bound.
However, the point of Independent Wreless Tel egraph seens to be,
in part, that this precise problemis avoided by giving the absent
patent owner notice of its obligation to participate in the
l[itigation.”). Certainly in this case, CEJ will have had the
opportunity to participate and thus arguably should be bound, thus
| eading to the conclusion that CEJ's rights will be inpaired. A
further question, however, is whether the effect of CEJ s refusal
to participate should count inits favor as to the prejudi ce prong
of the 19(b) indispensability analysis. This issue wll be

15



retains substantial rights in the 902 Patent, and that CEJ' s
ability to protect those rights would be inpaired by a declaration
of invalidity by this Court, making CEJ a necessary party to this

action. See Zenith Elecs. Corp. v. ExZec, Inc., 876 F. Supp. 175,

179 (N.D. IIl. 1995) (concluding |licensee was necessary party to
patent infringenent action under Rule 19(a) because the |icense
agreenment “transfers all substantial ownership rights” to the
i censee).

Havi ng concluded that CEJ is a necessary party not subject to
the personal jurisdiction of this Court, the analysis turns to
“whether in equity and good conscience the action should proceed
anong the parties before it, or should be dismssed, the absent
person being thus regarded as indispensable.” Fed. R GCv. P
19(b). Rule 19(b) sets out four factors this Court nust consider:

[Flirst, to what extent a judgnent rendered in the

person's absence m ght be prejudicial to the person or

those already parties; second, the extent to which, by
protective provisions in the judgnent, by the shaping of
relief, or other neasures, the prejudice can be | essened

or avoided; third, whether a judgnment rendered in the

person's absence w |l be adequate; fourth, whether the

plaintiff will have an adequate renedy if the action is
di sm ssed for nonjoi nder.

addr essed bel ow.

16



The question of prejudice has al ready been addressed, at | east

in part, in the preceding 19(a) analysis.® See Gonzalez v. Cruz,

926 F.2d 1, 6 (1st Cir. 1991) (“In this case, the first factor
under Rule 19(b) seens to weigh in favor of dism ssal. Although the
i nsurer would not be bound by the judgnent in federal court, an
adverse ruling could, as a practical matter, inpair its probability
of success in a future proceeding and reduce its ability to reach
a favorable settlenent.”). In addition, CEJ would be prejudiced
because its i nterests woul d not be adequatel y def ended by M tutoyo.

See Pujol v. Shearson/ Anerican Express, Inc., 877 F.2d 132, 135

(1st Cr. 1989) (asking whether absent party’'s interests woul d be
adequately protected as part of 19(b) analysis). Mtutoyo does not
have as expansive an interest in the 902 Patent as CEJ, which
retained its rights as to “dinensional neasuring instrunents.”
(Defs.” Reply Ex. 4 at 15 ("“Licensor shall grant to Licensee .

t he non- excl usi ve, non-transferable, fully paid-up, worl dw de ri ght

to use Licensor’s Patent R ghts for manufacture, market, sales and
use of Products for any application within the field of dinmensional

measuring instrunents.”) (enphasis added).) Therefore, Mtutoyo

° Central argues that because the 902 Patent has expired
there is no threat to CEJ in this case. In other words, the only
live action is the one Central is seeking declaratory judgnent on:
an action by Mtutoyo for past infringenment of the 902 Patent as to
| engt h nmeasurenent devices. However, were this Court to declare
the 902 Patent invalid, it would preclude CEJ fromenforcing its
right under the patent to exclude others, which may have been
violated in the past and not yet discovered.

17



may advance a construction of the 902 Patent claimat issue here
that is narrower than CEJ woul d. For these reasons, the Court
concl udes a judgnent rendered in CEJ’ s absence coul d be prejudici al
to CEJ. 10

The second factor, the Court’s ability to shape relief to
avoid prejudice, also favors finding CEJ to be an indispensable
party because, as noted above, the relevant clai mof the 902 Patent
cannot be subdivided into one claim covering |ength neasuring

devices and another claim covering rotational displacenent

10 As is often the case in matters of jurisdiction, there are
conpeting interests here. On the one hand, there is the interest
of Central in resolving this dispute and not being forced to do so
in a distant forum See Dickson, 141 F.2d at 6 (“it would be
obviously wunfair to leave its business exposed to continuous
indirect attack, nerely to preserve the conpany’ s choice of
forunf). On the other hand, there is the interest of CEJ in not
being hailed into a foreign court unfairly and not having its
patent rights adjudicated in its absence. O course, the latter

point as to CEJ is a bit of a double-edged sword. It is hard to
garner nuch synpathy for CEJ as being “prejudiced” by not being
able to defend its interests when all it needs to do to cure that
prejudice is show up. See Travelers Indem Co. v. Dingwell, 884

F.2d 629, 636 (1st Cr. 1989) (“A court can properly consider
ability to intervene when assessing the interest of an absent party
for purposes of the indispensability determnation under Rule
19(b).”) (citing Takeda v. Northwestern Nat’'|l Life Ins. Co., 765
F.2d 815, 820 n.5 (9th Gr. 1985) (citing Criswell v. Wstern
Airlines, Inc., 709 F.2d 544, 557 (9th Gr. 1983) (“First, ALPAis
not prejudiced here; the organization apparently reached that
conclusion itself when Western contacted it at the request of the
court to informit of the action and to inquire whether it w shed
to intervene. ALPA chose not to.”))). Nonetheless, the right to be
free frombeing hailed into a foreign court unfairly would becone
aright in nanme only if a court could wash its hands of prejudice
resulting from absence by putting the onus on the absent party.
This is especially true where, as here (as wll be discussed
bel ow), a reasonable alternative forum exists.
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measuri ng. But see Daini ppon, 142 F.3d at 1272-73 (“The second

factor, the court's ability to shape relief to avoid prejudice, is
of little relevance in the context of a patent declaratory judgnent
suit because the relief sought in such a suit does not depend upon
the patentee's presence in court.”).

“The third factor, adequacy of the judgnent, favors
mai nt enance of the suit in [CEJ]'s absence because a decl arati on of
invalidity or noninfringement would fully serve [Central]'s
interest in ensuring that it is free from clains of patent
infringement irrespective of [CEJ]'s absence.” |[|d. at 1273; see

al so D ckson, 141 F.2d at 6.

Finally, the fourth factor, whether Central wll have an
adequate renedy if the case is dism ssed favors di sm ssal because,
as Defendants concede (Tr. at 7, 20) and Central does not contest,
this action can be brought in the District of Colunbia pursuant to
35 U S . C §293. See Chisum 8§ 21.02[3][d] (“Section 293 operates
as a special ‘long-armi statute, providing jurisdiction over a
Uni ted States patentee who does not reside within the United States
and who has not made a designation of a resident agent on whom
process nmay be served. Its primary purpose is to provide at | east
one avail able forum where persons charged with infringenent of a
United States patent held by a person residing abroad may file an
action for a declaratory judgnent of invalidity and/or

noni nf ri ngement . The jurisdiction is only in the United States
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District Court for the District of Colunbia.”); see also H.D. Corp.

of Puerto Ricov. Ford Motor Co., 791 F.2d 987, 993 (1st Cir. 1986)

(“Fourth and finally, it follows from what we have said that
plaintiffs have an adequate renedy in the commonweal th courts to
vi ndi cate their clains agai nst both Ford and Ford Cari bbean.”). 1In
sum the evaluation of these factors support finding CEJ to be an
i ndi spensabl e party to these proceedi ngs. !

| V. Concl usi on

In light of the foregoing, the Court concludes CEJ is an
i ndi spensabl e party not subject to the personal jurisdiction of

this Court, and therefore GRANTS Defendants’ Mdtion to Di sm ss.

I T 1S SO ORDERED

WlliamE Snmith
United States District Judge
Dat e:

11 Because the Court concludes CEJ is an indispensable party
not subject to personal jurisdiction, the issue of personal
jurisdiction over Mtutoyo need not be addressed.
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