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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF TEXAS
TYLER DIVISION

AMERICAN VEHICULAR SCIENCES 8

LLC, 8
8

Plaintiff, 8 6:12cv404 MHS-JDL (Lead)

8 6:12cv405 MHS-JDL

VS, 8 6:12cv406 MHS-JDL
8 6:12cv408 MHS-JDL

TOYOTA MOTOR CORPORATION, 8 6:12cv410 MHS-JDL
8
8

et al.,

Defendants. 8
MEMORANDUM OPINION AND ORDER

On remand from the mandamus decision of the Court of Appeals for the Federal Circuit
(Doc. No. 235), the Court reconsiders the sever-and-and-stay portion of Defendants’ Motion to
Change Venue and to Sever and Stay Claims Against Gulf States Toyota (Doc. No. 19). The
matter was fully briefed (Doc. Nos. 79, 83 & 88). Additionally before the Court is Defendants
Toyota Motor Corporation, Toyota Motor Sales, U.S.A., Inc., Toyota Motor Engineering &
Manufacturing North America, Inc., Toyota Motor Manufacturing, Kentucky, Inc., and Toyota
Motor Manufacturing, Indiana, Inc. (collectively “Toyota”), as well as Gulf States Toyota, Inc.’s
(“Gulf States”) Motion to Stay Pending Decision on Motion to Sever, Stay, and Transfer (Doc.
No. 237) (“Toyota’s Motion to Stay”). Plaintiff American Vehicular Sciences LLC (“AVS” or
“Plaintiff”) has responded (Doc. No. 243) and Toyota replied (Doc. No. 245). Additionally,
AVS filed a Motion for Reconsideration (Doc. No. 249) to which Toyota responded (Doc. No.
250). Having considered the Federal Circuit’s Order, the parties’ arguments, and for the reasons
set forth below, the Court DENIES AVS’ Motion for Reconsideration, SEVERS and STAYS
all claims against Gulf States, and TRANSFERS all actions and claims against Toyota to the

Eastern District of Michigan. Toyota’s Motion to Stay is DENIED AS MOOT
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BACKGROUND

On June 25, 2012, AVS simultaneously filed seven separate lawsuits alleging
infringement of 24 patents against Toyota and five simultaneous lawsuits against BMW
Defendants.> AVS has since filed sixteen cases against Hyundai, Kia, Honda, Subaru, and
Mercedes.” Each suit alleges infringement of various patents, all of which are a part of a
common patent portfolio directed to “electronic sensors for automotive safety and telematics
systems.” CoOMmP.

On October 4, 2012, Toyota and Gulf States filed a Motion to Change Venue and to
Sever and Stay Claims against Gulf States (Doc. No. 19) asserting that the majority of the
asserted patents are related to patents that have already been litigated in the Eastern District of
Michigan (“EDMI”), the transferee forum. Some of the asserted patents claim priority to those
litigated in the Eastern District of Michigan or claim priority to the same patent applications;
others are parents to the prior litigated patents. Id. at 5. As a result, some of the claim terms at
issue in these matters have already been construed by the court in Michigan. Id. Additionally,
the Motion sought to sever all claims brought by AVS against Gulf States, a regional Toyota
distributor.

The Court denied that Motion on June 12, 2013 (Doc. No. 131). Toyota then moved for
reconsideration (Doc. No. 134), which was denied on November 22, 2013 (Doc. No. 179). The
Court of Appeals for the Federal Circuit vacated that decision on April 3, 2014, holding that

“putting Gulf States aside, Toyota has a clear right to transfer” and further directing this Court to

! The actions against BMW have since been dismissed. See American Vehicular Sciences LLC v. BMW Group,
a/k/a BMW AG, et al., No. 6:12cv411.

2 See American Vehicular Sciences LLC v. Hyundai Motor Company, et al., No. 6:12cv774; American Vehicular
Sciences LLC v. Kia Motors Corporation, et al., No. 6:12cv147; American Vehicular Sciences LLC v. American
Honda Motor Co., Inc., et al., No. 6:13cv226; American Vehicular Sciences LLC v. Subaru of America, Inc., No.
6:13cv229; American Vehicular Sciences LLC v. Hyundai Motor Company, et al., No. 6:13cv270; and American
Vehicular Sciences LLC v. Mercedes-Benz U.S. International, Inc., et al., No. 6:13cv307.
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reconsider the motion to sever and stay Gulf States, transferring the remainder of the case if the
claims are severed. Doc. No. 235 at 5-6.

On April 8, 2014, the Court sua sponte stayed this case for 30 days due to the Federal
Circuit’s order (Doc. No. 239) and continued the instituted stay until the conclusion of the
mandamus proceedings on April 30, 2014 (Doc. No. 244). In the interim, Toyota filed a Motion
to Stay Pending Decision on Motion to Sever, Stay, and Transfer (Doc. No. 237) and AVS filed
a Motion for Reconsideration or, in the Alternative, Motion for Supplemental Briefing and to Re-
open Discovery in Relation to Toyota’s Opposed Motion to Sever, Stay, and Transfer (Doc. No.
249).

On June 6, 2014, the Court of Appeals for the Federal Circuit denied AVS’ Petition for
Rehearing En Banc (Doc. No. 247). The Court now considers AVS’ Motion for Reconsideration
and the Gulf States portion of Toyota’s Motion to Sever, Stay, and Transfer.

ANALYSIS
l. Sever and Stay of the Claims Against Gulf States

Toyota argues, and the Court agrees, that the claims against Gulf States should be severed
and stayed because the remaining claims are peripheral to the severed claims, adjudication of the
severed claims would dispose of the claims against Gulf States, and the 8§ 1404(a) factors, as
instructed by the Federal Circuit, warrant transfer of the severed claims. Doc. No. 19 at 14; See
Shifferaw v. Emson USA, No. 2:09-CV-54-TJW-CE, 2010 WL 1064380, at *1 (E.D. Tex. Mar.
18, 2010) (citations omitted). The Court does not agree with AVS’ assertion that Gulf States
“acts as Toyota in Texas.” Doc. No. 79 at 15. Gulf States is a distributor to various Toyota
dealerships, dependent on “literature and other information provided by Toyota” in creating its
own marketing materials related to the accused systems and structures. Doc. No. 19-2, EX. 2,

Declaration of Scott R. Cordes (“Cordes Decl.”) 1 6-7. As discussed below, Gulf States is
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charged with infringement solely on the grounds that it distributes Toyota vehicles with no role
in the installation, manufacture, research, development or engineering of the accused structures
and systems contained within the Toyota vehicles.

Rule 21 of the Federal Rules of Civil Procedure allows the court to sever any claim
against any party. FeD.R.Civ.P. 21. When deciding whether to sever, the district court has
“broad discretion.” Shifferaw, 2010 WL 1064380, at *1 (citing Anderson v. Red River Waterway
Comm’n, 231 F.3d 211, 214 (5th Cir. 2000)). The party seeking severance under Rule 21 “bears
the burden of proving that such action is necessary.” Aspen Tech., Inc. v. Kunt, No. 4:10-cv-
1127, 2011 WL 86556, at *3 (S.D. Tex. Jan. 10, 2011) (citations omitted). Severance may be
permitted when three factors are met: (1) whether the remaining claims are peripheral to the
severed claims; (2) whether adjudication of the severed claims would potentially dispose of the
remaining claims; and (3) whether the 8 1404(a) factors warrant transfer of the severed claims.
Shifferaw, 2010 WL 1064380, at *1 (citations omitted).

Turning to the issue of whether the AVS’ claims against Gulf States are peripheral to the
claims against the Toyota Defendants, the Court concludes that they are. Gulf States is merely a
distributor, and therefore secondarily involved in the present patent litigation claims by AVS.
Cordes Decl. 1 3. Gulf States is a private, independently owned and operated entity that is the
contracted exclusive distributor of Toyota branded vehicles in Arkansas, Louisiana, Mississippi,
Oklahoma and Texas. Id. The vehicles Gulf States distributes are purchased from Toyota Motor
Sales, USA, Inc. (“TMS”), the U.S. sales and marketing arm of Toyota in all U.S. states other
than Hawaii. Cordes Decl. § 3. As a distributor, Gulf States has no part in the manufacture,
research, development, or engineering of vehicles, nor the installation of any items that alter the
accused structures or systems. Id. 1 3, 5. AVS has proffered no evidence or attempted to argue

that Gulf States has any role in the design or manufacture of the accused products. See generally
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Doc. No. 79. ”"Where a single manufacturer is the only entity in the U.S. who makes and sells
the only accused products to retailers, a patent infringement claim against a retailer is peripheral
to the claims against the manufacturer.” Shifferaw, 2010 WL 1064380, at *3; see also Toshiba
Corp. v. Hynix Semiconductor, Inc., No. Civ.A 3:04-CV-2391-L, 2005 WL 2415960, at *5 (N.D.
Tex. Sept. 30, 2005).

Additionally, Gulf States is “fully indemnified” by TMS and has “no financial stake or
interest of its own in any of these cases.” Cordes Decl. § 9. A claim against a retailer is much
more likely to be considered “peripheral” when a manufacturer has “indemnified and is funding
the defense” of the retailer.” Shifferaw, 2010 WL 1064380, at *3. Thus the claims against Gulf
States are clearly peripheral to the claims against the remaining Toyota Defendants.

Severance is also appropriate because adjudication of the remaining claims against
Toyota would likely dispose of AVS’ claims against Gulf States as a severed Defendant. See Id.
As in Shifferaw and Toshiba, where the distributor would only be liable if the main defendants as
manufacturers of the accused devices were found to have infringed the patents, in this case Gulf
States could only be found liable if AVS’ patent infringement claims against Toyota are resolved
in AVS’ favor. Id;Toshiba, 2005 WL 2415960, at *6.

The only remaining factor is whether AVS’ claims against Toyota should be transferred
pursuant to section 1404(a). As discussed in the next section, the Federal Circuit has directed
that Toyota has a clear right to transfer. Thus, severance of AVS’ claims against Gulf States is
warranted.

Further, the Court determines that in the interest of justice, the claims against Gulf States
should be severed and stayed pending disposition of the transferred claims against the Toyota
Defendants in the Eastern District of Michigan. See Corry v. CFM Majestic 16 F.Supp.2d 660,

666 (E.D. Va. 1998); Landis v. North American Co., 299 U.S. 248, 254-5, 57 S.Ct. 163, 81 L.Ed.

DOCKET

A R M Find authenticated court documents without watermarks at docketalarm.com.



https://www.docketalarm.com/

Nsights

Real-Time Litigation Alerts

g Keep your litigation team up-to-date with real-time
alerts and advanced team management tools built for
the enterprise, all while greatly reducing PACER spend.

Our comprehensive service means we can handle Federal,
State, and Administrative courts across the country.

Advanced Docket Research

With over 230 million records, Docket Alarm’s cloud-native
O docket research platform finds what other services can't.
‘ Coverage includes Federal, State, plus PTAB, TTAB, ITC
and NLRB decisions, all in one place.

Identify arguments that have been successful in the past
with full text, pinpoint searching. Link to case law cited
within any court document via Fastcase.

Analytics At Your Fingertips

° Learn what happened the last time a particular judge,

/ . o
Py ,0‘ opposing counsel or company faced cases similar to yours.

o ®
Advanced out-of-the-box PTAB and TTAB analytics are
always at your fingertips.

-xplore Litigation

Docket Alarm provides insights to develop a more
informed litigation strategy and the peace of mind of

knowing you're on top of things.

API

Docket Alarm offers a powerful API
(application programming inter-
face) to developers that want to
integrate case filings into their apps.

LAW FIRMS

Build custom dashboards for your
attorneys and clients with live data
direct from the court.

Automate many repetitive legal
tasks like conflict checks, document
management, and marketing.

FINANCIAL INSTITUTIONS
Litigation and bankruptcy checks
for companies and debtors.

E-DISCOVERY AND

LEGAL VENDORS

Sync your system to PACER to
automate legal marketing.

WHAT WILL YOU BUILD? @ sales@docketalarm.com 1-866-77-FASTCASE




